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STANDING COMMITTEE ON TRANSPORT AND COMMUNICATIONS 
Chairman: Mr. Joseph Macaluso 


Vice-Chairman: Mr. H. Pit Lessard 


and 
‘Mr. Allmand, Mr. Deachman, Mr. Olson, 
Mr. Bell (Saint John- Mr. Horner (Acadia), Mr. Orlikow, 
Albert), Mr. Howe (Wellington- Mr. Pascoe, 
Mr. Byrne, Huron), Mr. Rock, 
Mr. Cantelon, Mr. Jamieson, Mr. Schreyer, 
Mr. Clermont, *Mr. Nowlan, Mr. Sherman, 
*Mr. Chatwood, Mr. McWilliam, Mr. Southam, 
"Mr. Crossman *Mr. O’Keefe, ‘Mr. Stafford—24. 
(Quorum 13) 
* Replaced Mr. Andras on June 14, 1967. 
* Replaced Mr. Groos on June 19, 1967. 
*Replaced Mr. MacEwan on June 19, 1967. 
“Replaced Mr. Reid on June 19, 1967. 
*Replaced Mr. Emard on June 19, 1967. 
*Replaced Mrs. Rideout on June 20, 1967. 
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Clerk of the Committee. 
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ORDERS OF REFERENCE 
FRIDAY, May 19, 1967. 


Resolved,—That the following Members do compose the Standing Com- 
mittee on Transport and Communications: 


Messrs. 

Andras, Horner (Acadia), Orlikow, 
Bell (Saint John- Howe (Wellington- Pascoe, 

Albert), Huron), Reid, 
Byrne, Jamieson, . Rideout (Mrs.), 
Cantelon, Lessard, ey Rock, 
Clermont, Macaluso, Schreyer, 
Deachman, . MacEwan, Sherman, 
Emard, McWilliam, _ Southam— (24). 


Groos, Olson, 


TUESDAY, May 30, 1967. 


Ordered,—That Bill C-104, An Act respecting The Bell Telephone Company 
of Canada be referred to the Standing Committee on Transport and Com- 
munications. 


THURSDAY, June 8, 1967. 


Ordered,—That Bill C-105, An Act to incorporate Rainbow Pipe Line 
Corporation be referred to the Standing Committee on Transport and Com- 
munications. 


WEDNESDAY, June 14, 1967. 


Ordered,—That the name of Mr. Allmand be substituted for that of Mr. 
Andras on the Standing Committee on Transport and Communications. 


FRIDAY, June 16, 1967. 


Ordered,—That the Standing Committee on Transport and Communications 
be authorized to sit while the House is sitting. 


Monpay, June 19, 1967. 


Ordered,—That the names of Messrs. O’Keefe, Nowlan, Stafford and 
Chatwood be substituted for those of Messrs. Groos, MacEwan, Reid and Emard 
on the Standing Committee on Transport and Communications. 


Ordered,—That the Annual Reports for 1966 of the Canadian National 
Railways and of the Canadian National Railways Securities Trust tabled April 
26, 1967 and the Auditor’s Report to Parliament for 1966 in respect of the 
Canadian National Railways tabled May 29, 1967 be referred to the Standing 
Committee on Transport and Communications. 
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TUESDAY, June 20, 1967. 


Ordered,—That the name of Mr. Crossman be substituted for that of 
Mrs. Rideout on the Standing Committee on Transport and Communications. 
Attest 
LEON-J. RAYMOND, 
The Clerk of the House of Commons. 


REPORTS TO THE HOUSE 
TUESDAY, June 13, 1967. 


The Standing Committee on Transport and Communications has the honour 
to present its 


FIRST REPORT 


Your Committee recommends that it be authorized to sit while the 
house is sitting. 


Respectfully submitted, 


JOSEPH MACALUSO, 
Chairman. 


(Concurred in on Friday, June 16, 1967) 


The Standing Committee on Transport and Communications has the honour 
to present its 


SECOND REPORT 


Your Committee has considered Bill C-105, An Act to incorporate Rainbow 
Pipe Line Corporation, and has agreed to report it without amendment. 


A copy of the relevant Minutes of Proceedings and Evidence (Issue No. 1) 
is tabled. 


Respectfully submitted, 


JOSEPH MACALUSO, 
Chairman. 
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META 


MINUTES OF PROCEEDINGS 


TUESDAY, June 13, 1967. 
| (1) 
The Standing Committee on Transport and Communications met this day 
at 10:10 a.m. for purposes of organization. 


Members present: Messrs. Andras, Bell (Saint John-Albert), Byrne, Cler- 
mont, Deachman, Groos, Horner (Acadia), Howe (Wellington-Huron), Lessard, 
Macaluso, McWilliam, Pascoe, Reid, Rock—(14). 


The Committee Clerk attending and having called for nominations, Mr. 
Deachman moved, seconded by Mr. Byrne, that Mr. Macaluso do take the 
Chair of this Committee as Chairman. 


On motion of Mr. Lessard, seconded by Mr. Groos, 
Resolved,—That nominations be closed. 


Mr. Macaluso, having been declared elected as Chairman took the Chair and 
thanked the Committee for the honour conferred upon him. 


Moved by Mr. McWilliam, seconded by Mr. Clermont, 

Resolved,—That Mr. Lessard be elected Vice-Chairman of this Committee. 
On motion of Mr. Bell (Saint John-Albert), seconded by Mr. Reid, 
Resolved,—That nominations be closed. 


The Chairman therefore declared Mr. Lessard elected as Vice-Chairman 
of this Committee. 


On motion of Mr. Rock, seconded by Mr. Groos, 


Resolved,—That the Committee print from day to day 850 copies in English 
and 350 copies in French of its Minutes of Proceedings and Evidence. 


On motion of Mr. Rock, seconded by Mr. Howe (Wellington-South), 


Resolved,—That the Chairman and Vice-Chairman and five members ap- 
pointed by the Chairman do compose the Subcommittee on Agenda and Pro- 
cedure (Messrs. Andras, Bell (Saint John-Albert), Cantelon, Olson and 
Schreyer). 


The Chairman informed the Committee that two items Bill C-104, An Act 
respecting The Bell Telephone Company of Canada and Bill C-105, An Act to 
incorporate Rainbow Pipe Line Corporation, had been referred to the Committee 
and that there was a strong possibility of the Annual Reports of the CNR and 
CNR Securities Trust being referred shortly. He asked the Committee for an 
expression of opinion as to the order in which the various references should 
be considered. 
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It was unanimously agreed by the Committee that the Bell Telephone 
Bill C-104 would be given first priority after the summer recess and that the 
Committee would attempt to dispose of the Rainbow Pipe Line Bill C-105 and 
the Annual Report of the Canadian National Railway before the summer recess. 


Mr. Deachman suggested that the Committee should consider hiring experts 
to advise the Committee on the various matters to be discussed by the Com- 
mittee. After discussion it was agreed that this was a matter for discussion 
by the Subcommittee and that they should report upon it when necessary. 


Moved by Mr. Reid, seconded by Mr. Rock, 


That the Committee seek permission to reduce its quorum from 13 to 9 
members. After debate thereon, the Committee agreed to the withdrawal of 
the motion. 


Moved by Mr. Rock, seconded by Mr. Bell (Saint John-Albert), 


Resolved,—That the Committee seek permission to sit while the House 
is sitting. 


At 10:30 am. the Committee adjourned to the call of the Chair. 


TUESDAY, June 20, 1967. 
(2) 
The Standing Committee on Transport and Communications met this day 
at 10:07 a.m., the Chairman, Mr. Macaluso, presiding. 


Members present: Mrs. Rideout and Messrs. Byrne, Cantelon, Chatwood, 
Clermont, Horner (Acadia), Jamieson, Lessard, Macaluso, Nowlan, Olson, Orli- 
kow, Pascoe, Rock, Sherman, Southam, Stafford (17). 


Also present: Messrs. Groos, Lambert and Orange. 


In attendance: Representing the Rainbow Pipe Line Corporation: Mr. A. E. 
Barroll Vice-president, Mobil Oil Canada Ltd., Mr. E. M. Bredin, secretary, Mr. 
Gordon Blair, Parliamentary Agent. 


The Committee had for consideration Bill C-105, An Act to incorporate 
the Rainbow Pipe Line Corporation sponsored by Mr. Orange, M.P. 


The Chairman called upon the sponsor who introduced the Parliamentary 
Agent. Mr. Blair in turn introduced the representatives of the Corporation. 


Mr. Barroll, the vice-president of Mobil Oil Canada Ltd., gave a brief 
history of the oil development in North-western Alberta and the reasons that 
Rainbow Pipe Line Corporation were seeking a Federal Charter. He also tabled 
a set of three maps showing the area concerned. 


On motion of Mr. Lessard, seconded by Mr. Southam, 


Resolved,—That the maps, identified as Exhibit No. 1 be given into the 
custody of the clerk for safe keeping. 


The members of the Committee then questioned the Peprese munity ces of 
Rainbow Pipe Line Corporation. 
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There being no further questions, Clauses 1 to 11 inclusive of the Bill were 
carried. 


The Preamble was carried on division with the Chairman casting the 
deciding vote. 


The title was carried. 
The Bill was carried. 
The Chairman was instructed to report the Bill without amendment. 


On motion of Mr. Lessard, seconded by Mr. Rock, the Committee adjourned 
at 11:35 a.m. to the call of the Chair. 


Re. VaeVirr; 
Clerk of the Committee. 
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EVIDENCE 


Tuesday, June 20, 1967 


The Chairman: Mrs. Rideout and gentle- 
men, we have a quorum. 

We have before us this morning Bill No. 
C-105, “An Act*to incorporate Rainbow Pipe 
Line Corporation”. Mr. Orange is the sponsor 
of the bill, and I will now ask him to in- 
troduce the representatives of the Rainbow 
Pipe Line Corporation and the witnesses. 


Mr. Orange: Mr. Chairman, Mrs. migcout 
» and gentlemen, the three witnesses who will 
‘be'-before us this morning are Mr. Gordon 
Blair of Ottawa, Parliamentary Agent, Mr. A. 
E. Barroll, Vice President, Mobil Oil Canada 
Limited, Calgary, and Mr. E. M. Bredin, Q.C., 
Secretary of Rainbow Pipe Line Corporation. 


-The Chairman: Thank you, Mr. Orange. 
Perhaps Mr. Barroll and Mr. Bredin would 
join us at the table? 

Mrs. Rideout and gentlemen, to my right is 
Mr. Gordon Blair, Parliamentary Agent for 
Rainbow Pipe Line Corporation; to his right, 
Mr. Barroll; and to his right, Mr. Bredin, Q.C. 
Mr. Blair? 


Mr. Gordon Blair (Parliamentary Agent for 
Rainbow Pipe Line Corporation): Mr. 
Chairman, Mrs. Rideout and gentlemen, we 
have distributed a bundle which consists of 
three maps and the text of the statement 
which Mr. Barroll will make on behalf of the 
proposed company. Large copies of the maps 
are on the wall for the purpose of assisting 
you in determining where the proposed pipe 
line will be located in relation to existing pipe 
line systems. 


Mr. Barroll is a Vice President of Mobil Oil 
Canada Limited, one of the companies par- 
ticipating in this project, and Mr. E. M. Bre- 
din, Q.C., is Secretary of Rainbow Pipe Line 
Corporation and of the Alberta company 
known as Rainbow Pipe Line Company Lim- 
ited. . 

With. your ape teen that we call 
on Mr. Barroll to make an explanatory state- 
ment, after which all of us will be available 
to assist in any way. we can. by answering 
questions. 


The Chairman: Thank you, Mr. Blair. Be- 
fore doing so may I have a motion to table 
maps one, two and three? 


Mr. Lessard: I so move. 
Mr. Southam: I second the motion. 


The Chairman: It is moved by Mr. Lessard 
and seconded by Mr. Southam that maps. one, 
two and three be tabled. All those in favour? 


Some hon. Members: Agreed. 
Motion agreed to. 


Mr. A. E. Barroll (Vice President, Mobil Oil 
Canada Limited): Mr. Chairman, hon. mem- 
bers, we appreciate this opportunity of pre- 
senting our case before this Committee. 


The question before this Committee is» con- 
cerning the incorporation under Federal 
charter of Rainbow Pipe Line Corporation. 
This bill for incorporation comes about as a 
request from the owners of Rainbow Pipe 
Line Company. This company, which was in- 
corporated under Provincial charter, has al- 
ready made a sizable investment in the con- 
struction of a major pipe line system within 
the provincial boundaries of Alberta. Perhaps 
it is appropriate that I should provide you 
with the historical sequence of events leading 
up to this application which stands before the 
Committee today, particularly since many of 


the questions which might be in your minds 


may have already been answered by the per- 
formance of Rainbow Pipe Line Company to 
date. Because I may be referring to the maps, 
Mr. Chairman, I will stand. 


The entire history of development in 
Northwestern Alberta goes back to a discov- 
ery at Rainbow Lake made on lands held 
jointly by the Banff-Acquitaine Group and 
Mobil Oil Canada Limited in the first quarter 
of 1965. That discovery was made right 
there. The discovery well was an excellent 
one and exploration activities continued dur- 
ing the spring and summer of 1965 to the 
extent that it was obvious that a market out- 
let would be required to sustain the rate of 
development indicated to be necessary. Be- 
cause Imperial Oil Limited had extensive 
land holdings in the vicinity along with 
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Banff-Aquitaine Group and Mobil Oil 
Canada, the three parties in the fall of 1965 
formed Rainbow Pipe Line Company and 
during the winter 1965-66 this company con- 
structed 240 miles of 20 inch pipe line be- 
tween Rainbow Lake field and Nipisi field at 
a cost of some $28,000,000. 

This connection to Mitsue Pipe Line pro- 
vided an initial, although restricted, outlet 
appropriate to the volumes that were to be 
produced in the initial phases of development. 
While this was going on, the entire northwest- 
ern area of Alberta came to be regarded as a 
highly prospective area and many companies 
commenced exploratory operations in this 
whole general area. The operations resulted in 
the discovery of additional pools in the Rain- 
bow Lake area—in this vicinity here. As you 
can see, there are 23 oil pools in there now. In 
addition to this, a discovery was made in the 
Zama Lake field, where there are some 63 
wells at present; and there are 23 separate 
reservoirs that have been reported. The oper- 
ations here extend to within approximately 50 
miles of the Northwest Territories boundary. 


Rainbow Pipe Line Company reacted to 
these major developments by authorizing the 
construction of an additional 180 miles of 24 
inch pipe line between Nipisi and the city of 
Edmonton to accommodate the now assured 
increased volumes of crude oil production. In 
addition to this, a 58 mile northerly extension 
of 20 inch pipe was laid to Zama Lake field, 
and this construction was completed in March 
1967. 


As it currently stands, Rainbow Pipe Line 
Company has a 20- and 24-inch crude oil 
trunk system extending to within 51 miles of 
the Northwest Territories boundary and con- 
necting to the major market distribution 
crude oil pipe line terminals of Interprovin- 
cial Pipe Line and Trans Mountain Pipe Line 
Company at the City of Edmonton. The cost 
of the entire system stands at some $57 ,000,- 
000 and it is currently moving about 55,000 
barrels per day of Canadian crude to markets. 


I think that questions may stand in your 
mind as to why Rainbow Pipe Line Company 
is asking for a Federal charter, why is it 
asking for a Federal charter now and, finally, 
if granted a Federal charter, where and when 
would it construct its facilities. 


To answer these questions, I think it is 
apparent that the reason we request a Federal 
charter is so that, if crude oil in suitable 
volumes is discovered in the Northwest 
Territories, we would be in a position to pro- 
ceed with construction so as to bring this 
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crude oil to market as expeditiously as possi- 
ble. I believe Rainbow Pipe Line Company’s 
history, which I have just related to you, 
provides some proof of performance of 
Rainbow’s intention and ability to do that. 
Rainbow has had this application before 
Parliament since February of 1966. Because 
of terrain and logistical conditions in north- 
western Alberta and Northwest Territories 
area, the work under question can only pro- 
ceed in the winter when the ground is frozen. 
Six months lead planning time is required 
before construction can commence. Obviously, 
if we are to bring new discoveries to market 
promptly, we cannot afford to wait until the 
discoveries are made prior to making applica- 
tion for the Federal incorporation necessary 
to cross provincial boundaries. I believe this 
sums up the reasons why we must apply prior 
to having a definite point of construction or 
amount of production to be connected. This is 
not to say that we look at all pessimistically 
to the possibilities of there being large 
volumes of crude oil to be discovered in the 
Northwest Territories. Entirely the reverse is 
the case. The Middle Devonian formations 
which are productive at Rainbow and Zama 
Lake fields are known to extend into the 
Northwest Territories—as a matter of fact, 
the Middle Devonian outcrops at Pine Point, 
where it is mineralized and being mined for 
lead. 


In addition to this, we have excellent indi- 
cations from drilling in the area that there 
will be an extension into the Northwest 
Territories. These wells, although no informa- 
tion was been released on them, were drilled 
and tested last winter. The information is still 
considered confidential. They are located 
within a mile of the border of the Northwest 
Territories. They are reported as having a 
good oil show and are reported as being oil 
wells. 

We would not be here today if we did not 
believe that there is an excellent possibility 
that production will be found in the North- 
west Territories adjacent to the Alberta bor- 
der within the next few years. Certainly ex- 
ploration activity in this area is extensive, 
and once seismic programs are completed we 
can anticipate an active exploratory drilling 
program here. This we do know, that there 
were some six or eight seismic crews operat- 
ing in the general vicinity last winter. The 
country generally is muskeg and most opera- 
tors prefer to operate there during the win- 
tertime when the travelling conditions are 
much better. In addition to this, it is reported 
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that there are four rigs operating in the 


Northwest Territories. 


That represents the short-range viewpoint 
on an immediate extension across the border 
in this general vicinity. However, the long- 
range viewpoint is demonstrated on this map 
here. 


We show outlines of the various geologic 
provinces, comprising the sedimentary basin 
area of the Northwest Territories and the 
Yukon Territory. 

We show the estimated potential oil-in- 
place on these maps. In the Mackenzie River 
basin it is estimated there are some 9 billion 
barrels of oil-in-place; in the Eagle Plain 
Plateau, approximately 1 billion barrels; half 
a billion barrels in the Peel Plateau; half a 
billion barrels in the Mackenzie and Franklin 
Mountain area; and in the Northern Devonian 
shale basin, which extends from Alberta into 
the Northwest Territories, some 5.1 billion 
barrels of oil-in-place. 

It is significant that the Norman Wells field 
has been known since the 1920’s and has 
supplied the north country with petroleum 
products since the 1930’s. 

The Norman Wells field is located right 
here. It has been productive for a very long 
time. The Imperial Oil Company has a small 
refinery there and they supply the entire 
north country with petroleum products. There 
are 48 million barrels of oil known to be 
recoverable there and they have 63 wells 
drilled. Of course, the production from the 
field is very restricted because of the limited 
demand and lack of transport to outside mar- 
kets. 

Other evidences of petroleum deposits in 
the Northwest Territories are at Rond Lake 
and Belot Hills oil seeps. These are very ex- 
tensive seeps. Petroleum comes to the surface 
here and because of weathering the deposi- 
tion is essentially in the form of tar. There is 
a very direct relationship between the loca- 
tion of these oil seeps, in beds of lower crus- 
taceous age relative to the deeper parts of the 
basin, and that in Alberta where we have the 
famous Athabasca Tar Sands right here; and, 
of course, the main producing areas of Al- 
berta are along this general trend. 

I think the basic theory is that, over geo- 
logic time, the oil has migrated up-dip to 
these oil sands, and we can make the same 
assumption up here at the Belot Hills and 
Rond Lake oil seeps. 

These are all indications that there are ex- 
tensive petroleum deposits in the Northwest 
Territories. 
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I think this should be summarized by say- 
ing that the Northwest Territories and Yukon 
Territory provide major petroleum-producing 
potential which is currently not economic be- 
cause of the inaccessibility of markets capable 
of consuming large volumes of production. 


I believe this summarizes our position as it 
pertains to the development of transportation 
from Federally administered territories. 


If you will permit me, I might make a 
statement here as to the location of the 
Rainbow Pipe Line system relative to the 
major crude oil distribution systems that exist 
in Canada today. As shown on this map 
Rainbow Pipe Line system, as it is currently 
constructed, some 478 miles to this point here, 
connects to the terminals of Trans Mountain 
Pipe Line and Interprovincial Pipe Line. 
These are the main trunk line systems that 
supply crude oil to the west coast refineries 
and the general export area here on the 
northeast coast of Washington. 


In addition, of course, the system ties into 
the Interprovincial system which extends 
down through the United States to eastern 
Canada and supplies the important prairie 
markets and the markets in the Great Lakes 
area and, of course, the Sarnia market which 
is the principal destination for this crude. 


We have all heard a great deal in recent 
weeks, of course, about the possibility of 
developing additional markets in the Chicago 
area which is relatively a crude-short area at 
the present time. 


I think it is significant that the crude com- 
ing through this system can be supplied to 
any market that exists in Canada through 
the existing systems. Obviously, for strategic 
and economic reasons, optimum flexibility is 
provided by connecting at the Edmonton ter- 
minal with these major crude oil distribution 
systems. 


Finally, let me summarize the reasons why 
we request this charter be approved and why 
Rainbow Pipe Line Corporation will be in a 
position to provide transportation service for 
reserves to be discovered in the Northwest 
Territories: 


1. There is indicated to be developing, 
as I have discussed, a definite need for 
crude oil transportation from _ the 
Northwest Territories in the near future. 
Exploration and development of an area 
cannot proceed without transportation 
facilities necessary to bring the produc- 
tion to market and provide the near-term 
revenue economically necessary for sus- 
tained development. 
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2. As regards precedent, Rainbow Pipe 
Line Company has demonstrated an abili- 
ty and desire to provide timely transpor- 
tation service by its activities in North- 
western Alberta. Within two years time 
since completion of the discovery well a 
complete transportation service has been 
provided to all producers in the area. 

3. The owning companies of Rainbow 
are all major producers and as such have 
a direct interest in low cost transporta- 
tion, so as to make crude oil competitive- 
ly attractive in new market areas, and by 
expansion of these markets to increase 
produced volumes. 

4, Rainbow Pipe Line Company, and 
Rainbow Pipe Line Corporation, when it 
becomes active, are and will be operating 
under common carrier status, guarantee- 
ing to move any producers’ oil at pub- 
lished tariff rates. 

5. Rainbow Pipe Line Corporation will 
be integrated with Rainbow Pipe Line 
Company in a corporate sense. Because of 
Rainbow Pipe Line Company’s now es- 
tablished position, it will have a good 
cash flow base upon which to finance any 
further northward developments neces- 
sary. Because of this good cash flow base, 
we anticipate that any financing neces- 
sary for northward construction should 
be available at lower interest rates based 
on the surety provided by the established 
system. This might not be the case if 
some other party were to build a short 
line to entirely new reserves. Financing 
costs, due to this localized risk, would 
probably be high, consequently higher 
tariff rates would be required to amortize 
this debt financing. 

6. We wish to point out that the grant- 
ing of a Federal charter to Rainbow Pipe 
Line Corporation would only entitle this 
corporation to apply to the National En- 
ergy Board for construction of a pipe 
line. There is nothing exclusive about the 
Federal charter and the final plans and 
proposals of Rainbow Pipe Line Corpo- 
ration would be subject to further anal- 
ysis and approval by this Board. 

7. Finally, the people of Canada have a 
direct financial interest in development of 
petroleum resources in Federally admin- 
istered territories. It is to the advantage 
of Canada, we believe, to pass enabling 
legislation permitting the development of 
these resources so as to accelerate return 
to the Government of Canada of royalty 
and lease sale revenue, 
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I might say that the prairie provinces ob- 
tained approximately $300 million worth of 
revenue last year from these sources and that 
historically the petroleum industry has pro- 
vided various governments of Canada with 
$2.1 billion in revenue from this source. 


The contribution to the economic develop- 
ment of the territories will be substantial. 


This concludes my prepared statement. I 
will be delighted to answer any questions the 
Committee may have, Mr. Chairman. 


The Chairman: Thank you, Mr. Barroll. 

I am informed that that is the presentation 
on behalf of Rainbow Pipe Line Corporation. 
The 10-minute rule will be in effect, and I am 
now open to questioners. 


Mr. Rock: The Rainbow company is incor- 
porated provincially by Alberta? 


Mr. Barroll: That is correct. 


Mr. Rock: And are all the clauses in the bill 
through which you were incorporated the 
same as those in here? If there are differences 
could you explain what they are? 


Mr. Barroll: I might leave this to Mr. 
Bredin who had the responsibility of prepar- 
ing the charter. 


Mr. E. M. Bredin, Q.C. (Secretary, Rainbow 
Pipe Line): Sir, there is no doubt that this 
charter is somewhat wider. The Alberta cor- 
poration is limited to the construction and 
operation of a pipe line and to the oil and gas 
business generally. This is perhaps somewhat 
wider. We modelled it more or less along the 
lines of pipe lines which have already secured 
charters. Otherwise, they are pretty much the 
same, with respect to capitalization and so on. 


The Chairman: Mr. Lambert has a supple- 
mentary question. We do not usually allow too 
many supplementaries in this Committee, but 
Mr. Lambert is entitled to have this one. 


Mr. Lamberi: You indicated to Mr. Rock 
that there was a difference between this bill 
and the one incorporating the provincial com- 
pany. I presume you are referring to subpara- 
graphs (c), (d) and (e) of section 6 of your 
Bill, where you are seeking authority actually 


to an exploring and developing company, as 
well? 


Mr. Barroll: Yes, Mr. Lambert. I think you 
will find that the charter requested here is in 
somewhat similar form to many others that 
have been requested recently. Undoubtedly it 
requests very broad authority to operate in 
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many fields, and I think that this has been the 
general practice in the past; however, it is 
our immediate intention to be involved only 
in the transportation business and in those 
matters pertaining thereto. 


Mr. Lambert: I ask because the recent 
amendments to the Income Tax Act allow a 
pipe line company which has the powers of 
exploration and development to charge up the 
losses and expenses of exploration and devel- 
opment to pipe line profits. This, therefore, 
puts the principals of Rainbow Pipe Line 
Corporation in a different position from non- 
pipe line owning development companies. 


Mr. Barroll: I do not see that it does, Mr. 
Lambert. I believe that if those companies 
chose to apply for a federal charter in this 
manner they would enjoy the same advan- 
tages that the owners of this corporation 
would. However, it is the usual practice, I 
think, to request powers as broad as possible 
when you are applying for them. 


Mr. Lambert: Yes, but the hypothesis I am 
putting to you is a true one, is it not? 


Mr. Barroll: That is true; but if it became 
an issue with this Committee, Mr. Lambert, 
or with the National Energy Board, I am sure 
that the principals of the company would be 
prepared to withdraw that from this Bill. 


Mr. Lambert: May I ask a supplementary 
question? 


The Chairman: I will call on Mr. Horner, 
and will put your name down for rotation. 


Mr. Horner (Acadia): Is the Rainbow Pipe 
Line Company a public company or is it lim- 
ited to just the three present shareholders? 


Mr. Barroll: At the present time it is owned 
by three principal shareholding groups. 


Mr. Horner (Acadia): It is not on the mar- 
ket at all? 


Mr. Barroll: No. The stock of the owning 
companies is, of course, on the market. 


Mr. Horner (Acadia): But that of the 
Rainbow Pipe Line Company is not? 


Mr. Barroll: That is correct. 


An hon. Member: Perhaps you can tell us 
who the owning companies are. 


The Chairman: They have been mentioned 
already. 
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Mr. Horner (Acadia): Have you any inten- 
tion of making the pipe line company a public 
one? 


Mr. Barroll: I would say, of course, that we 
are currently applying, in the name of the 
presently-owning companies, in case there is 
any intention of going public. I have not been 
so advised by the officers or the board of 
Rainbow Pipe Line. 


Mr. Horner (Acadia): If you are granted a 
charter to operate a pipe line into the 
Northwest Territories, into what is, no doubt 
as you Say, an area which contains a great 
deal of oil but none, as yet, ready for delivery 
would you not be better advised to go public 
on such a speculative venture? I am looking 
at it from the public’s point of view. You are 
presuming that if you receive this charter you 
can, in a sense, capture the transportation of 
all the oil out of the Northwest Territories? 


Mr. Barroll: Of course this charter only 
entitles us to apply to the National Energy 
Board, and any other group has the same op- 
portunity. In my talk I have attempted to 
express the idea that we are common carriers 
and that we guarantee to move anyone’s 
crude at a published tariff rate. 

Furthermore, we are all producing compa- 
nies and that is why we have an interest in 
low tariff crude. We want to make this crude 
competitive on foreign markets. 


Mr. Horner (Acadia): If you are granted 
this charter will your rate be regulated by the 
National Energy Board? 


Mr. Barroll: Yes, sir. 


Mr. Horner (Acadia): I have no further 
questions at the moment, Mr. Chairman. 


The Chairman: One thing I should point 
out to members of the Committee is that 
when asking questions, they should differenti- 
ate between the Rainbow Pipe Line Company, 
which is in existence, and the proposed 
Rainbow Pipe Line Corporation so that there 
may be no confusion on the part of anyone 
reading the transcript of the evidence. The 
Bill deals with the proposed incorporation of 
Rainbow Pipe Line Corporation, which is not 
is existence. Rainbow Pipe Line Company is 
already in existence under provincial charter. 


Mr. Groos: Mr. Chairman, I thought that 
the point raised by Mr. Lambert was a very 
interesting one, in that what, in effect, we are 
being asked to do is to allow the companies, 
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under the revised income tax regulations, to 
charge off losses in one section of their activi- 
ty against profits in another. This puts them 
in a very advantageous competitive position. 
We have all seen examples of that, I am sure, 
and I do not need to go into it in any great 
detail. 

I realize what we are doing here. By pass- 
ing this Bill we are, in effect, giving it our 
blessing before the company goes before the 
National Energy Board. Is that right? We are 
giving it our blessing and we are establishing 
a monopoly in this area, because any other 
company coming in will find it progressively 
more difficult to compete with the combined 
corporation and company which, growing as 
it is, will find it increasingly easier to provide 
the capital required to extend their operations 
further and further into the North than will 
the company which is just starting out. 


We have to be very careful that we do not 
give it powers that are too wide, or, if we are 
going to give it such powers as are asked for, 
we must be very careful that we know what 
we are doing. 

That is by way of being an observation. 


The Chairman: Are you leading up to a 
question, Mr. Groos? It is a very interesting 
observation, but have you a question? 


Mr. Groos: I am really trying to distin- 
guish in my own mind what we are being 
asked to do here. I have not really examined 
the Bill very carefully. 

I found Mr. Barroll’s statement very inter- 
esting. Am I correct in what I have said so 
far, Mr. Barroll? 


Mr. Bredin: May I answer that, Mr. 
Chairman? One of the reasons for our asking 
for this power to go into the oil and gas 
business, as it were, and so make use of 
Section 83 of the Income Tax Act, which 
permits the writing off of drilling and devel- 
opment expenses against income, is with the 
ultimate purpose of reducing the profits of the 
pipe line and thereby being able to reduce 
the tariffs. This puts one in a better position, 
perhaps, but the ultimate idea is to have 
tariffs as low as possible, and these lower 
tariffs will accrue to the benefit of other pro- 
ducers in the area. 

It is not the intention to operate this pipe 
line as a going concern in the sense of making 
a profit in itself. It is to provide a vehicle to 
get the oil out of this area at a low cost to the 
producers. To that extent it is in the interest 


ries producers to have this section in the 
ill. 
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Mr. Groos: I can see the advantages of 
putting in the pipe line. You have said that 
the purpose of the Income Tax regulations is 
to provide oil drilling companies an oppor- 
tunity of writing off... 


Mr. Bredin: We propose to operate this 
with a minimum of profit, and should there 
be some small profit it can be written off by 
doing drilling or exploration work and thus 
there will be no tax payable. That being so, 
you can ultimately lower your tariffs and the 
benefit of this will accrue to the producer. If 
you use your money to pay income tax you 
cannot lower your tariffs to the same extent 
as you can otherwise. 


Mr. Groos: I would like to see how that 
reads in the transcript. It does not seem to 
add up. Would you like to move along? 


The Chairman: No; if you have some ques- 
tions you still have some time. 


Mr. Groos: We ought to know exactly what 
we are doing here. I was very interested in 
hearing Mr. Barroll say that one would natu- 
rally start by asking for as much as one 
could get. I would like to consider that and 
take some advice on it later. I will not pro- 
ceed with any further questioning at this 
point. 


The Chairman: Mr. Blair wishes to speak 
on this point. 


Mr. Gordon Blair (Parliamentary Agent): 
Mrs. Rideout and gentlemen, we are dealing 
with a section which was inserted into the 
Income Tax Act in 1962 with the purpose 
providing a greater variety of funds and more 
opportunity for oil exploration. Prior to 1962, 
companies which were in the business of ex- 
ploring for oil could deduct a certain amount 
of their exploration expenses from their reve- 
nues for the purpose of computing income 
tax. Some time before 1962 all these sections 
were amended to provide that mining compa- 
nies, for example, could go into oil explora- 
tion, and vice versa. The whole scheme of the 
Act was to provide more money for this kind 
of exploration. 


In 1962, by section 83A (3b) this was ex- 
tended to pipe line companies. Many pipe line 
companies, mainly the ones which are incor- 
porated under provincial jurisdiction and 
have the power to do so, have taken advan- 
tage of it, and some federal companies have 
been able, either by an amendment to their 
charters, or by new charters, to get this pow- 
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er included, but it is merely a power which can 
be exercised by the company as long as these 
special provisions are in the Income Tax Act. 


A further comment to be made at this stage 
is that the whole subject of the Income Tax 
Act has been thrown into the public domain 
by the Carter Report, and it will be a matter 
for parliament, at some stage, to determine 
whether and to what extent this pattern of 
exemptions will continue. All that the Com- 
pany has tried to do in asking for this power 
is to put itself in basically the same position as 
are most pipe line companies in Canada now. 


Mr. Groos: Mr. Chairman, perhaps I may be 
permitted to ask one further question. 

Could we have some breakdown of the 
division among the three parties concerned? 
Is it the Banff-Acquitaine Group that forms 
one section, Mobil Oil Canada another and 
Imperial Oil Limited another? In the case of 
the Banff-Acquitaine Group, could you give 
us some idea of how these companies share 
the present company and presumably will 
share in the proposed company? Imperial Oil 
Limited and Banff Oil are public companies 
incorporated in Canada. The Acquitaine 
Group, I gather, is not. Is that correct? 


Mr. Barroll: 
Limited. 


This is Acquitaine Canada 


Mr. Groos: Is that a public company? 


Mr. Barroll: I believe not. However, the 
parent company’s stock is listed on the Bourse 
de Paris, I believe. 


Mr. Groos: And Mobil Oil? 


Mr. Barroll: Mobil Oil Canada Limited is 
listed on the Canadian Exchange. 


Mr. Groos: Could you give us the percent- 
ages of their participation? 


Mr. Barroll: Yes, sir. Imperial Oil Limited 
has 334 per cent equity, Mobil Oil Canada 
Limited 334 per cent, Acquitaine Canada 
Limited 30 per cent and Banff Oil Limited 


% per cent interest in Rainbow Pipe Line, 


Company Limited. 
Mr. Groos: Thank you, Mr. Chairman. 


Mr. Lambert: It is a fact that Acquitaine 
Canada Limited does control Banff Oils? 


Mr. Barroll: My knowledge, sir, of the stock 
ownership of Banff Oils is such that I could 
not answer authoritatively. 
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Mr. Lambert: It has effective control of 
Banff Oils? 


Mr. Barroll: The last figure I saw showed 
that they had 44 per cent of the stock of 
Banff Oils. 


Mr. Lambert: Are there other producers in 
the area exploring for oil apart from the 
three who are the principals of this proposed 
company? 


Mr. Barroll: Yes, there are a great many of 
them, Mr. Lambert. I would say that nearly 
all of the companies operating in Alberta ei- 
ther have an interest there or wish they had. 


Mr. Lambert: You say that you will act asa 
common carrier. Of course, if you do get a 
franchise to put in a pipe line you must act as 
a common carrier. 


Mr. Barroll: We are currently acting as a 
common carrier, and would do so. 


Mr. Lambert: I was interested in the logic 
that Mr. Bredin was using because frankly I 
find it the reverse of mine. If there are profits 
in a pipe line company against which it can 
charge development and exploration expenses 
it is to the benefit of the producer to be able 
to charge off those profits. Those profits of the 
pipe line are, of course, derived from carrying 
the producer’s own crude as well as that of 
those on the market who come in under the 
common carrier. Therefore the profits are 
provided by your producing competitors as 
well as by yourself. 


Therefore, to say that you are going to have 
as low a rate as possible for your common 
carrier business for your competitors in the 
producing field is not quite in accord with the 
facts. 


Mr. Barroll: Perhaps I might elaborate on 
that statement a little, Mr. Lambert. As you 
probably know, the oil business in Alberta 
currently has a 33 year life of reserves at 
current rates of production. In addition to 
this, it is the most successful area in North 
America of recent years in relation to rate of 
reserves found. As producers we are very 
interested in putting a larger volume of crude 
into all markets, both Canadian and export. 
Because of this, we recognize that our crude 
has to be competitive in the market place. It 
cannot be competitive if it is high-priced. 

The characteristics of the Rainbow produc- 
tion is that if a company is fortunate enough 
to have a good position in ownership, the 
crude can be produced relatively cheaply. We 
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are also interested in having it transported 
cheaply so that it will be competitive and 
cause our markets to grow. We are more 
interested in seeing a greater possibility of 
expanding our revenue by increasing the 
volume of production than in increasing the 
price in the market place. 


I think that summarizes our position. 


Mr. Lambert: I am not disagreeing with 
you, but I still maintain that what Mr. Bredin 
said was not quite the explanation that Mr. 
Groos wanted. 

I realize what your objective is, but we 
want to point out precisely what is a possible 
result. We do know that there are other feder- 
ally-incorporated companies which have the 
power, are actually in the area and have 
small pipe lines there. Therefore, if Rainbow 
Pipe Line Corporation were not incorporated 
it would not preclude the construction of a 
pipe line. 


Mr. Barroll: I beg your pardon, sir. What 
was that last statement? 


Mr. Lambert: If Rainbow Pipe Line Cor- 
poration were either not proposed, or were 
not to be incorporated, or were not to obtain 
from the National Energy Board the neces- 
sary permit for the construction of a pipe 
line, it is a fact that other companies could 
establish pipe lines in the area? 


Mr. Barroll: They have the right to apply. 


Mr. Lambert: The only thing is that they 
are independents in the pipe line business. 


Mr. Barroll: No; everyone has the right to 
apply, Mr. Lambert. 


Mr. Lambert: The point is that in this 
development the consortium of three domi- 
nates the production and the exploration. 


Mr. Barroll: I do not think we can say that 
the three companies dominate production or 
exploration. Speaking in a very general way, 
without statistics at hand to back me up, I 
would say that between the three companies 
involved their ownership of leased and reser- 
vation lands might be perhaps 20, 25 or 30 per 
cent of the total that is available in the area. 


Mr. Lambert: That is, of the good land? I 
mean that in the sense that you can have big 


spreads but you know that a lot of it is 
muskeg with not much oil in it. 


Mr. Barroll; I might say that the successful 
companies in the Zama Lake area do not 
include any of the applicant companies. In 
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that area we have Dome Oil, Provo, Hudson’s 
Bay Oil and Gas, and, I believe, British 
American. I do not believe, to date, you will 
find one of the applicant companies with any 
interest in Zama Lake, to my knowledge. If 
they have, it would be in the neighbourhood 
of one or two per cent; therefore, I do not 
think it is a fair statement to say that they 
are dominating the industry. 


Mr. Lambert: It is my view that if, in the 
position that you occupy in the field at the 
present time, with your provincial pipe line, 
you were to get a federal pipe line it would 
not take too much to put you in the position 
that could dominate this field. This bill could 
give you a very dominating position because 
of the provision of section 6. I am not against 
that, but I want you to realize that we know 
it. The law allows it to you, but I think it 
should be recognized that that fact does exist. 


Mr. Barroll: I would also make the point, 
Mr. Lambert, first of all, that I know of no 
arrangement that does not currently exist. In 
the Rainbow area it is well known that 
Banff-Acquitaine and Mobil Oil own land 
jointly. I will assure you that we have no 
arrangement outside of the immediate area in 
which we already own lands to expand this 
approach into any other area. 


Furthermore, I know of no general ar- 
rangement—and I do not believe that one 
exists—to form a consortium of these com- 
panies to enter into the exploration and pro- 
ducing business. 


As I say and as has been pointed out here, 
the insertion of that specific clause to which 
you take exception was made here because it 
is put in every bill that comes before the 
Committee so that applicants can take advan- 
tage of the opportunities afforded by the 
amendments to the Income Tax Act. 

Furthermore, as I have already stated, if it 
became of concern to this Committee it is 
such a small part of the issue at stake that I 
am sure we would withdraw that clause. 


Mr. Lambert: I do not say that I object to 
this but we should become interested in it 
and know what we are doing. I do not think 
that you are in a position to give this Com- 
mittee an undertaking that future action by 
the consortium, or group, would be complete- 
ly barred, and I do not think anyone would 
want you to say that. But we must know 
what we are doing. 


Mr. Bredin: Perhaps I ought make one 
comment about competing pipe lines. I do not 
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think that there is any other pipe line in a 
position to take this oil to eastern markets, to 
connect with Interprovincial Pipe Line, where 
our main markets lie and will lie. We are 
trying to get into the Chicago market and all 
the available market will lie to the east. 


You mentioned that there were other lines 
available. There is no other line available to 
connect with Interprovincial Pipe Line which 
connects with the markets we desire to get 
into and those in which we are now selling 
our oil. 


Mr. Lambert: There are other pipe line 
connections. Admittedly, they would have to 
do considerable construction to get down to 
that point, but it is possible. 


_ Mr. Cantelon: I am very interested in the 
comment that Mr. Bredin has just made and 
also in Mr. Groos’ statement that he thought 
we ought to know what we were doing. 


I am interested in a rather different prob- 
lem arising from the very broad powers con- 
ferred upon the company, particularly by 
clause 6. It seems to me that this gives you 
the power to operate not only in the North- 
west Territories area in which you say you 
want to operate, but also in any other area in 
Canada. We have no guarantee that you 
would not seek to do that, although there are, 
of course, economic factors, as I very well 
understand. 


Another thing that concerns me is that so 
far as I can see there is no limitation on the 
kind of products that you want to move. This 
ethers me even more than the broad area of 
‘powers that seems to be inherent in the bill. 
In the first place, what guarantees are there 
that your pipe lines will be confined to north- 
‘fern Alberta and the Northwest Territories? 
Secondly, why do you consider it necessary to 
have in section 6 (a) at line 34, the refer- 
ence to the storing and delivering of any 
substances capable of being transmitted or 
transported by pipe line, and so on. You then 
go on to mention hydrocarbons generally, but 
this does not limit you. You could move solid 


substances. 


There is another bill that will be before us, 
dealing with a solids pipe line. It seems to me 
‘to be inherent in the powers that you are 
‘seeking that you will have the right to move 
solids without ever approaching Parliament 
again. 

You will notice that there are actually two 
questions there. 
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Mr. Barroll: Yes, sir. Perhaps I may be able 
to answer both of them. 


In the first place, as we have stated, it is 
common practice to apply for relatively 
broad powers so that the company is incor- 
porated to do these things, but this does not 
mean that we are authorized to do them. We 
still have to get approval from the National 
Energy Board to build any pipe line and at 
that time presumably any application on our 
behalf and by any other company would be 
heard. Although this entitles us to go into this 
type of venture it does not entitle us to act. I 
think that is one significant point. 


As a matter of prudence the solicitors for, 
and the management of, Rainbow Pipe Line 
Company deemed it advisable to get powers 
as broad as this Committee saw fit to grant, 
so that they would be in a position to move 
into any area of transportation through pipe 
lines. 


Perhaps you will now let me say a word 
about the pipe lining industry. 


First of all, the technology is changing very 
rapidly. We cannot foresee now precisely 
where it is going to end. 


On the breadth of the hydrocarbons ap- 
plication here I might say that, for example, 
butane, a liquid petroleum product from 
refineries and gas plants, is currently being 
moved through crude oil pipe lines. This is 
now common practice. A few years ago it was 
not. Therefore had we applied only for crude 
oil we would have been precluded from mov- 
ing butane or other petroleum products 
through the line. 


It is not inconceivable that there may be 
some sort of field upgrading in the future 
whereby refinery products can be moved. Of 
course, in the area of solids pipe lining this 
may be a long way down the road, but, 
nevertheless, if you gentlemen see fit to pass 
it we would like to be in a position to venture 
into this field at some time in the future if it 
becomes advisable to do so. It certainly is not 
our current plan. I do not know of any solids 
in the area that, in any realm of feasibility, 
can be moved to the market through pipe 
lines today. 


Mr. Cantelon: That is why I asked the 
question. Speaking personally, I do not agree 
that we ought to give you the right to move 
solids. It is something that broadens the field 
of transportation so much that it should again 
come before this Committee before such pow- 
ers are granted. 
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The Chairman: Mr. Cantelon, I understand 
that solids pipe line movements now come 
under the authority of the Canadian Trans- 
portation Commission and the new Trans- 
portation Act. They would have to make an 
application there, anyhow. 


Mr. Horner (Acadia): There is no such 
thing. There is no commission as yet. When is 
it going to be proclaimed? 


Mr. Cantelon: There is a question whether 
it ever will be proclaimed 


The Chairman: Perhaps I should say, then, 
under the new Transportation Act. Have you 
finished, Mr. Cantelon? 


Mr. Cantelon: Yes; those were the two 
questions I had in mind, 


Mr. Byrne: Mr. Bredin, I was interested in 
your statement, in- reply to Mr. Lambert, 
about the desirability of moving the crude 
more or less at cost. Do regional pipe line 
companies or corporations, then, differ from 
the Trans Mountain Pipe Line or Inter- 
provincial Pipe Line in their financial struc- 
ture? What is the relationship? 


Mr. Barroli: This being a policy matter 
perhaps I might answer that question. There 
is no basic difference. It relates, though, to 
the efficiency of the industry as a whole. I can 
certainly tell you how the price structures are 
normally arrived at. It is on essentially the 
same base as provided for in the Public 
Utilities I.T. Transfer Act, where you make a 
certain rate of return on your unamortized 
capital. This is the general basis in computing 
rate structures. 


I believe there are powers under the Public 
Utilities Act in Alberta, for the regulation of 
pipe line companies. Is that not correct? 
Their means of analyzing costs are on this 
basis. 


Does that answer your question sir? 


Mr. Bredin: If I might supplement that, Mr. 
Chairman, Trans Mountain and Inter Pro- 
vincial are pipe line corporations engaged 
solely in the business of transporting oil, 
whereas this is a line constructed by producers 
as a facility. Profits are not the motive in this 
line, whereas they are in the other. 


Mr. Byrne: That is the point that I wished 
to make. It was suggested earlier that this 
company may become public if the interests 
of the three producing companies are para- 
mount in the construction of the pipe line. 
That is if profit was not the chief aim it 
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would hardly be appropriate to become public 
and then use the profits of the pipe line to 
finance your further exploration or produc- 
tion in the field. Is there not some difficulty 
there? 


Mr. Barroll: I think not. First of all, on 
financing and, perhaps, public equity, it is our 
feeling that the best interests of the industry 
as a whole relate more to low rather than 
high transportation costs. Certainly, by dint | 
of great pressure, it is conceivable that very 
high transportation rates could be charged 
here and that a company with no other inter- 
ests could charge high transportation rates 
and probably make a very good profit, but I 
question very much the benefits of that to the 
industry or to the people of Canada. 


Mr. Byrne: Well, that is a good reason for 
not going public, then? 


Mr. Barroll: There are, perhaps, two ways 
in which public participation could be consid- 
ered in such a venture as this. One, of course, 
is by equity share sale and the other is by the 
issuing of bonds for financing. Of course, 
bonds have a guaranteed rate of payment and 
this would appear to... 


An hon. Member: Mr. Chairman, I cannot © 
hear. 


Mr. Barroll: I beg your pardon, sir. Bonds 
would have a guaranteed rate of payment and 
these issues would not arise under those cir- 
cumstances. 


On there being a conflict of interest relative 
to the application we have made and the tax 
law, once again I must reiterate that this was 
put into the bill as a matter of prudence to 
enable the company at some time, as do all 
companies, to take advantage of the benefits 
which are provided to such companies by 
federal law. 


Mr. Byrne: I am not suggesting that it 
should not be there. I am merely trying to 
clarify it. 


Mr. Barroll: I think that it would perhaps 
have been imprudent of us, as representatives 
of the shareholders, not to have this provision 
in our application. 


The Chairman: Mr. Olson? 


Mr. Olson: Mr. Bredin, I am amazed at 
your statement that the motivation in setting 
up this pipe line is not profit but for the 
purpose of providing a market for the three 
companies involved and that they would, 
therefore, be willing to invest all of the 
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money necessary to build this pipe line and 
perhaps transport oil for all of their competi- 
tors in the area at the same no-profit rate. I 
just do not follow that argument. 


Mr. Bredin: The profit, sir, lies in the com- 
panies themselves. That is where the profit is 
located. The companies wish to make the 
profit in their own operations, as companies, 
rather than in the pipe line. 


Mr. Olson: Yes; but Mr. Barroll has just 


fold us that these three companies have only 
20 per cent of the total available land and, 
therefore, of the total potential production in 
) the area. 


| 
| 


Mr. Barroll: I might perhaps intervene 
here, if I may. Certainly our objective, here 
as in any other project we undertake, is to 


make a profit. We are also pointing out that 
| we intend to make a reasonable profit from 


this pipe line—and I am sure that you may 


now ask me to define “reasonable”. However, 
the point that I wish to make is that we 
certainly intend to run a profitable company; 
but as producers our best interests do not lie 
'in making exorbitant profits from this pipe 
line. 


Mr. Olson: You have about 20 per cent of 
the area in the Rainbow Field. Am I correct 


‘in my understanding? 


Mr. Barroll: No, sir. In the immediate 


Rainbow Field I would say that the compa- 
/nies, broadly speaking, have perhaps 60 to 75 
per cent. 


Mr. Olson: In the Rainbow Field. 

Mr. Barroll: In the Rainbow Field. 

Mr. Olson: How much in the Zama Field? 
Mr. Barroll: Very little. 

Mr. Olson: Very little? 

Mr. Barroll: Perhaps 1 or 2 per cent. I do 


not know of any. 


Mr. Olson: To what were you referring, 


then, when you said 20 per cent? Have you 
‘got 20 per cent of what is available in the 
Northwest Territories? 


| Mr. Barroll: No, sir; I said that in the broad 
general area the lease lands and the reserva- 


)tion lands that the three groups have would 
J}amount to perhaps 20 per cent of the total 


available. 


| Mr. Olson: In Alberta, or where this pipe 
line is going to? 
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Mr. Barroll: I would say in Alberta; and a 
great deal less in the Territories. Of course, 
this answer, I admit has to be confined by the 
area we are taking under consideration. 


Mr. Olson: You do not need any authority 
from this Committee or from Parliament to 
haul all the oil in Alberta to Edmonton. It is 
only when you cross the border into the 
Northwest Territories that this Act is applica- 
ble. Is that not right? 


Mr. Barroll: I think that is an excellent 
point, sir. 
Mr. Olson: Therefore, I am wondering 


about the wisdom of granting a charter to a 
company that would be at least partial to 
three of the main producing companies in the 
area; that would not, in fact, hold a major 
portion of the potential producing land. I am 
talking about this from the point of view of 
public interest in the Northwest Territories in 
view of the fact that it has been stated before 
us that you intend to keep it as a private 
company and not offer this on a broad public 
basis; so that it would be a company that was 
primarily a common carrier rather than 
primarily an outlet or market for a very 
small part of the total potential production. 


Mr. Barroll: Sir, let me assure you of sev- 
eral points. First of all, the member companies 
of Rainbow Pipe Line Company are not in a 
preferential position in any manner, shape, or 
form with respect to producing or exploration 
activities under the terms of this or any other 
bill that I know of. 


Secondly, in the Northwest Territories 
there are, I would guess, probably 500,000 
square miles of potential exploration lands. It 
is inconceivable that these companies could 
have any sort of comprehensive grasp of this 
type of territory. 


Furthermore, we are talking about the pres- 
ent status of Rainbow Corporation as we 
currently envisage it and as we are currently 
applying. I hope that I have made no state- 
ment that implied that there is anything in 
this bill that would prevent the current own- 
ership being modified to include other oil 
companies or the public, if that should be 
considered necessary. All I am saying is that I 
have not been told by the board of Rainbow 
Pipe Line Company or by its officers that this 
was the intent; and we do not want to mis- 
lead this Committee by saying that we have 
the immediate intention of so doing. 
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Mr. Olson: The thing I am wondering about 
is whether or not it should be an independent 
pipe line company that is primarily interested 
in being a common carrier rather than one 
without perhaps any special interest in, or 
giving special privilege to, any particular pro- 
ducing company, except that three of them 
own it. This is sometimes rather important. 


Mr. Barroll: First of all, let me state that, 
as producers, our principal interest is in low- 
cost transportation. I think I have said that 
several times. If we had no interest in pro- 
duction it would appear to me that our prin- 
cipal interest might be in high-cost transpor- 
tation. 


Our position here is quite clear. We intend 
to operate on published rates and essentially 
on a public utility-rate base calculation of 
terms. These rates are subject to examination 
by the regulatory bodies and if they are 
deemed to be unfair why I am sure that we 
can be called to account for it. 


These are all responsible companies which, 
with the sole exception of Banff Oil Company, 
operate in many areas of the world. As such 
I do not see that we can disregard the broader 
issues, nor would I believe that it was the 
intent of any one of these companies to create 
a condition where, if I may use your phrase, 
there would be some possibility of monop- 
olization. 


Mr. Olson: That is all, Mr. Chairman. 


I feel a little better now that I know that 
this company is going to be interested in the 
transportation of oil and has this as its con- 
cern rather than simply being a market outlet 
for certain selected companies that have only 
about 20 per cent of the total value in there. 
This was my understanding of Mr. Bredin’s 
remarks and it disturbed me a little, because 
I think we have a responsibility to see that 
transportation out of the area is not for any 
particular company. 


Mr. Barroll: This is our objective. 


Mr. Rock: I am always interested in 
Canadians participating as shareholders. How 
many Canadians own shares in the four com- 
panies so far involved and what is their per- 
centage in number and value? 


This is important because these four com- 
panies are going to be the principals of this 
particular company and they are asking for 
a Canadian charter with wide powers of ex- 
ploration. I, and also possibly some of the 
other members, would like to know the per- 
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centage of Canadian ownership in the four 
companies involved? 


Mr. Barroll: I regret to say that I cannot 
give you any accurate statistics. 


Mr. Rock: Could you give us an approxi- 
mate idea at some time today? 


Mr. Barroll: Yes, I can do that. 


Mr. Horner (Acadia): Who owns Mitsue 
Pipe Line and why did you feel it necessary 
to build your own in the last 180 miles? 


Mr. Barroll: Mitsue Pipe Line, sir, is owned 
one-third each by Home Oil Company, Im- 
perial Oil Company and Chevron. It is a pipe 
line that is only six and eight inches in diam- 
eter... 


Mr. Horner (Acadia): Oh, I see. 


Mr. Barroll: ...and was designed for pro- 
duction from the Nipisi-Mitsue Field. It has a 
maximum capacity of approximately 45,000 
barrels ‘a day! IL. think it is) obvious: that a 
could not move that crude plus the 55,000 that 
it is moving... 


Mr. Horner (Acadia): Does your pipe line 
run parallel to it? 


Mr. Barroll: Essentially parallel. 


Mr. Horner (Acadia): Is there any pipe line 
other than yours running up into the Rain- 
bow Field? 


Mr. Barroll: Not at this time, sir. 


Mr. Horner (Acadia): You have stated that 
so far as you know there is no real intention 
at the moment of becoming now a public 
company? 


Mr. Barroll: Not that I am aware of, sir. 


Mr. Horner (Acadia): Is it not a fact that of 
the three companies which own Rainbow Pipe 
Line Company two are basically controlled by 
the United States and the third by France? 


Mr. Barroll: I could not speak to that, sir. I 
think they are controlled by their sharehold- 
ers. 


My. Horner (Acadia): Are not the share- 
holders of Imperial Oil Limited and Mobil Oil 
Canada Limited mostly American? 


Mr. Barroll: I would believe so, sir, yes. 


Mr. Horner (Acadia): And is not a majority 
of the Acquitaine group controlled by a cor- 
poration of the French Government? 


Mr. Barroll: I could not answer that. Their 
shares are on the Paris Bourse. I would pre- 
sume that they are controlled by French 
shareholders, yes. 
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Mr. Horner (Acadia): As representatives of 
| the people of Canada why should we give 
| you, carte blanche, the power to move into 
| the Northwest Territories and be the sole 
| transportation company—in effect, a monopo- 
| ly in that area? What justifies your being 
| here? Why should we not give it to a corpora- 
| tion controlled by Canadians, if they want to 
| set one up? There is no actual need at the 
' moment for a pipe line into the Northwest 

Territories. There is no oil up there that has 
| to be moved tomorrow, is there? 


Mr. Barroll: Tomorrow? 


| Mr. Horner (Acadia): By that I mean with- 
in the very near future. 


| Mr. Barroll: As I have attempted to ex- 
' plain, sir, the trend of discovery is in that 
_ direction and if the resources in this area are 
| to be developed transportation will be neces- 
| Sary. 


_ Mr. Horner (Acadia): The first pipe line 
‘into the Northwest Territories would, in es- 
“sence, have a captive market. It would have 
| the oil to transport out of there. Is that not so, 
| sir? 


_ Mr. Barroll: I am not aware of any regula- 
_tion preventing two pipe lines from operating 
in the Northwest Territories. 


Mr. Horner (Acadia): I know there is no 


‘point of view. It would naturally follow that 
ithe first pipe line in there would more or less 
capture the market for the transportation of 
oil. 

Mr. Barroll: They probably would be in a 
position to move crude cheaper than anyone 
jelse and as long as they did so I think it 
‘would be proper that they should have a right 
‘to move it. No producer has any obligation to 
‘sell his oil to any pipe line. As has been 
‘indicated, ownership in the Northwest Ter- 
ritories should be broad enough to make pos- 
sible the existence of more than one pipe line 
‘so that producers would be able to avoid 
ibeing committed to one. 


| Mr. Horner (Acadia): Would it be possible, 
in your view, for another pipe line company 
‘now to hook on to your pipe line at its exist- 
ing end, which is in the Zama Lake field, I 
believe? 


Mr. Barroll: It is feasible and possible. 
‘However, it may not be the best practice, 
‘economically speaking, for reasons which I 
have mentioned. 
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Mr. Horner (Acadia): You are now trans- 
mitting about what percentage of the oil used 
in Alberta? Is it something like eight per 
cent? 


Mr. Barroll: Yes, I think that is a very 
accurate estimate. 


Mr. Horner (Acadia): What would you es- 
timate the existing pipe line would carry? 
You are now putting through 55,000 barrels 
per day? What is its capacity? 


Mr. Barroll: Its capacity, by installing 
booster pumps along its length, is in the 
vicinity of 265,000 barrels per day. To exceed 
that capacity the line would have to be 
looped. 


Mr. Horner (Acadia): So that you have am- 
ple room for expansion into the Northwest 
Territories or even into any other field in 
Alberta for that matter? 


Mr. Barroll: Our line was designed optimis- 
tically. 


Mr. Horner (Acadia): I have no objection at 
all to clause 6, the exploratory portion of the 
Bill. In fact, I agree with you that you would 
have been less than prudent on behalf of 
your shareholders had you not included it. It 
is just good sense to have it in there. How- 
ever, if you have any intentions of becom- 
ing a public company I would prefer that you 
allow Albertans and Canadians to participate 
in what is, in a sense, this monopolistic char- 
ter that you are asking for. 


Mr. Barroll: I do not know whether or not 
that is a question, but I will repeat that there 
is nothing to preclude our bringing in addi- 
tional equity capital. My only statement has 
been that I know of no current intention to 
do so. 


Mr. Horner (Acadia): As a representative of 
the people I would feel much more favour- 
ably disposed towards your Bill if you could 
announce that you had such an intention. 


Mr. Nowlan: Mr. Chairman, Mr. Horner has 
covered one point very well. My question, 
which is directed either to Mr. Barroll or to 
Mr. Bredin, is whether any consideration has 
been given to developing a pattern for this 
pipe line similar, for example, to the Alberta 
Gas Trunk Pipe Line where participation in 
the share capital has been made available 
either to Albertans or Canadians. You have 
said that this is not precluded by the Bill, 
that it is just not in the present plans. 
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I think the question is pertinent because 
both of you have said that you are not really 
interested in making money from the pipe 
line; that you have got the oil and that basi- 
cally you are just a common carrier of the 
crude and the oil at rather pretty basic cost. 
This makes the question even more pertinent 
than perhaps it otherwise would be. 


Mr. Barroll: Let me reiterate something. 
We are interested in making a reasonable 
profit. 


Mr. Nowlan: This is natural. 


Mr. Barroll: Secondly, because of our posi- 
tion as producers and our interest in low-cost 
transportation we want to see volume ex- 
panded. We cannot have that unless we pro- 
duce a competitively-priced product to mar- 
kets, and high transportation costs mitigate 
against this. 


Thirdly, regarding the relationship with 
Alberta Gas Trunk Pipe Line, this was a pipe 
line incorporated in the Province of Alberta 
to move gas to the borders of Alberta and, in 
the process, to the exporting pipe lines. As a 
consequence, the terms and conditions un- 
der which it was to operate were relatively 
well known. The reserves were there; the 
markets were there; Trans-Canada Pipe Lines 
had been informed. Economically speaking, it 
was pretty much of a cinch, if you will permit 
me to say that. As a consequence, the decision 
to allow the public of Alberta to participate 
gave them an opportunity to invest in a sure 
thing. 


I definitely would not say that the type of 
venture that is necessary to extend the pipe 
line into the Northwest Territories to pick 
up crude can be considered a sure thing. As a 
matter of fact, if it is going to be timely it is 
almost certain that it will be risky as well. 


Mr. Nowlan: I think that is an answer. I 
wanted to know what were the different fac- 
tors, and you have given an answer which 
certainly paints a different picture. In other 
words, this is much more speculative and 
much more of a risk that it was in the situa- 
tion of the Alberta Gas Trunk Line? 


Mr. Barroll: Sir, when we decided to lay 
the 240 miles of 20-inch pipe line from the 
Rainbow Lake area to connect with the Nipisi 
pipe line terminal at Mitsue there were only 
five wells completed. All the rest were 
speculative. A decision to invest $28 million 
was made based on results from five holes in 
the ground. 
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Mr. Nowlan: That brings me to my next 
question. Section 6 of this Bill has been the 
subject of comment by several members of 
the Committee. My question is directed to 
your powers as the company, Rainbow Pipe 
Line Company, that built the 240 miles that 
you set out and which you have just men- 
tioned. Has that corporation, which is a pro- 
vincial corporation, powers different from the 
ones that have been particularly mentioned 
by Mr. Lambert, that is, section 6 (c), (d) and 
(e), or have you asked for the same general, 
wide power to avail yourself of the Income 
Tax Act? 


Mr. Bredin: Mr. Chairman, I am secretary 
of the company and I am sure, although I do 
not have the provincial charter with me, that 
these two contentious items could be carried 
out by the provincial company, both in the 
conduct and transportation of solids: and drill- 
ing for oil and gas is also permitted under the 
provincial charter. 


Mr. Nowlan: In other words, you are asking 
for no more to go across the border into the 
Northwest Territories than you already have 
under your provincial charter? 


Mr. Bredin: That is true. 


Mr. Nowlan: In other words this proposed 
company is not going to grant any tax advan- 
tage which your provincial company does not 
enjoy at the present time? 


Mr. Bredin: That is true. 


Mr. Nowlan: My next, and, perhaps, last 
question I should probably direct to Mr. 
Blair. Does he know whether any pipe line 
companies, caught in this transition created 
by the amendments in 1962, have applied ei- 
ther to provincial bodies or to the federal 
body which, I understand would be this 
Committee to bring themselves within the tax 
privilege given by that 1962 amendment and 
been turned down? 


Mr. Bredin: I do not know the answer to 
that 


Mr. Blair: Mr. Nowlan, I think there was 
one company—and I hesitate to give the name 
because my memory may be at fault—which, 
after the passage of the Income Tax amend- 
ments in 1962, came back to Parliament and 
asked for an extension of its charter powers. 


Mr. Nowlan: Printed within the Act? 
Mr. Blair: Yes. 
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Mr. Nowlan: What happened? 
Mr. Blair: They got them. 


Mr. Nowlan: This discussion started to 
develop along the income tax line, which may 
_ or may not be germane to your general prob- 
| lem. My concern is whether you are going to 
_ develop such a tax advantage in the federal 
company that it becomes the actual working 
company. You made some distinction about 
_ your provincial company. 


_ Mr. Brewin: That was an academic exercise 
| that I got into. I am sure that they will 
' probably never be in the oil and gas business. 


| Mr. Nowlan: Thank you. That is all, Mr. 
_ Chairman. 


Mr.. Horner (Acadia): Mr. Barroll, could 
you give the Committee some idea of the 
| relationship of your pipe line to others? You 
mentioned Trans-Mountain Pipe Line and the 
Interprovincial Pipe Line. When your pipe 
line is completed it will be approximately 471 
miles long. Is there any other non-public pipe 
line in Canada that is anywhere near that 
length? 


Mr. Barroll: In total trunk line system, I 
_ would say no. 


_ Mr. Horner (Acadia): You are now handling 

eight per cent of the oil marketed daily in the 
Province of Alberta. Is there any other non- 
public pipe line handling anything like that 
~ amount of oil? 


| Mr. Barroll: Yes, I believe there is. In Al- 
_berta we have Britamoil Pipe Line Company 
_ Limited which, I believe, is essentially wholly 
owned by British American Oil Company, 
_which handles a considerable volume of 
_ crude. We have Producers Pipe Line in Sas- 
katchewan which handles a large volume of 
| crude. 


Mr. Horner (Acadia): Who owns Producers 
Pipe Line? 


: Mr. Barroll: It is owned by a group of 
— about ten oil companies. 


We have Peace River Pipe Line which is 
also owned by a group of seven or eight oil 
companies. 


Mr. Horner (Acadia): And it is handling 
quite a large volume of crude? 


Mr. Barroll: That is correct. They have 
quite a lengthy system. I would say that 
_ Peace River’s trunk line is from 300 to 400 
miles long. 
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Mr. Horner (Acadia): You do not have that 
one on your map? 


Mr. Barroll: No; but I can quite readily 
indicate the route that it takes. The Peace 
River pipe line comes down west of Edmon- 
ton and takes a swing up. This is, in fact, the 
Peace River pipe line shown here. It then cuts 
back across the north of Slave Lake up into 
this area here. 


As a matter of fact, when we were short of 
capacity Peace River Pipe Line did move 
some crude oil that was delivered from 
Rainbow Pipe Line, which Mitsue could not 
handle. 


Clauses 1 to 11 inclusive agreed to. 
The Chairman: Shall the Preamble carry? 


Mr. Rock: Just a moment; I would like to 
get some information before we pass this Bill 
in Committee, Mr. Chairman. I want informa- 
tion on who are the shareholders of these 
companies and on how many Canadians own 
shares in the four principal owner-companies. 


The Chairman: Mr. Rock, would an under- 
taking to have that supplied to you be satis- 
factory? 


Mr. Rock: No, not necessarily, because in 
considering the principle behind giving this 
company wide powers a lot hinges on wheth- 
er a certain number of shares should be sold 
to the public rather than be owned by these 
four individual companies. 


The Chairman: Well, if you are objecting I 
will have to call a vote. 


Mr. Horner (Acadia): The officials have not 
denied the fact that Imperial Oil and Mobil 
Oil are American-owned and that the Ac- 
quitaine group is French-owned. If the gov- 
ernment, as it proclaims, is working in the 
interests of the Canadian public at this time— 


The Chairman: Let us not get into that, Mr. 
Horner. Order, please. This is a private mem- 
ber’s bill, Mr. Horner, as you know. Mr. 
Horner, you are getting out of line now. You 
are free to vote against it. 


Mr. Horner (Acadia): I may just do that. 


The Chairman: That is your prerogative. 


I will ask for a vote. Those in favour of the 
Preamble carrying, please signify? Those op- 
posed? The vote is tied. The Preamble carries. 


Mr. Horner (Acadia): Wait a minute. Did 
you vote, Mr. Chairman? 
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The Chairman: I am just casting the decid- 
ing ballot. 


Mr. Horner (Acadia): All right; so long as 
the Committee understands that. 


Preamble agreed to. 
Title agreed to. 


The Chairman: Shall I report the Bill with- 
out amendment? 


Some hon. Members: Agreed. 


The Chairman: Gentlemen, that carries the 
Bill. 


Before we adjourn I call your attention to 
the agreement, reached by the Committee at 
its organization meeting, that the Committee 
sit Thursday and Friday. It will sit on 
Thursday at 10 o’clock to deal with the C.N.R. 
1966 Annual Report and Budget. I have been 
informed that the C.N.R. officials will present 
a short film, lasting about 20 minutes, giving 
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an analysis and review of the year 1966. 
Questioning will open after that. Therefore, I 
would ask all members, in accordance with 
that agreement, to set aside next Thursday, 
starting at 10 o’clock, and, if necessary, Fri- 
day. 


May I have a motion to adjourn? 


Mr. Olson: Mr. Chairman, do we have any 
further meetings today? 


The Chairman: No, there are no more to- 
day. 


Mr. Jamieson: Where will the meeting be 
held on Thursday, Mr. Chairman? 
The Chairman: We are trying to get the 


Railway Committee Room in order to provide 
enough space for the showing of the film. 


It is moved by Mr. Rock, seconded by Mr. 
Lessard, that this committee adjourn until 10 
o’clock on Thursday morning. 
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OFFICIAL REPORT OF MINUTES 
OF 
PROCEEDINGS AND EVIDENCE 


This edition contains the English deliberations 
and/or a translation into English of the French. 


Copies and complete sets are available to the 
public by subscription to the Queen’s Printer. 
Cost varies according to Committees. 


Translated by the General Bureau for Trans- 
lation, Secretary of State. 


LEON-J. RAYMOND, 
The Clerk of the House. 
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System Vice-president; J. L. T. Toole, Vice-president, Accounting and 
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STANDING COMMITTEE ON 
TRANSPORT AND COMMUNICATIONS 
Chairman: Mr. Joseph Macaluso 


Vice-Chairman: Mr. H. Pit Lessard 


and 

Mr. Allmand, Mr. Deachman, Mr. Olson, 
Mr. Bell (Saint John- Mr. Horner (Acadia), Mr. Orlikow, 

Albert), Mr. Howe (Wellington- Mr. Pascoe, 
Mr. Byrne, Huron), Mr. Rock, 
Mr. Cantelon, Mr. Jamieson, Mr. Schreyer, 
Mr. Chatwood, Mr. McWilliam, Mr. Sherman, 
Mr. Clermont, Mr. Nowlan, Mr. Southam, 
Mr. Crossman, Mr. O’Keefe, Mr. Stafford—24. 


(Quorum 13) 


Roe View 
Clerk of the Committee. 


REPORT TO THE HOUSE 


FRIDAY, June 23, 1967. 


The Standing Committee on Transport and Communications has the honour 
to present its 


THIRD REPORT 


Your Committee has examined the Annual Reports of the Canadian 
National Railways, the Canadian National Railways Securities Trust, and the 
Auditor’s Report for 1966 in respect of the Canadian National Railways and 
commends them to the House. 


A copy of the relevant Minutes of Proceedings and Evidence (Issue No. 2) 
is tabled. 


Respectfully submitted, 


JOSEPH MACALUSO, 
Chairman. 
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MINUTES OF PROCEEDINGS 


THURSDAY, June 22, 1967. 


(3) 


The Standing Committee on Transport and Communications met this day 
at 10:07 a.m., the Chairman, Mr. Macaluso, presiding. 


Members present: Messrs. Bell (Saint John-Albert), Byrne, Cantelon, Chat- 
wood, Clermont, Deachman, Horner (Acadia), Jamieson, Lessard, Macaluso, 
McWilliam, O’Keefe, Olson, Orlikow, Pascoe, Rock, Schreyer, Sherman, 
Southam, Stafford—(20). 


Also present: Mr. Korchinski, M.P. 


In attendance: From the Canadian National Railway: Messrs. N. J. Mac- 
Millan, President and Chairman; R. T. Vaughan, Vice-president and secretary; 
W. C. Bowra, System Vice-president; J. L. Toole, Vice-president, Accounting 
and Finance. 


The Committee had the Annual Reports for the year 1966 of the Canadian 
National Railway and Securities Trust for consideration. 


The Chairman introduced the officials of the Canadian National Railway 
and Mr. MacMillan made a brief statement followed by a film depicting the ae- 
tivities of Canadian National for the year 1966. 


The members questioned the witnesses on the substance of the reports. 


At 1:05 p.m. the Committee adjourned until 3:30 p.m. this date. 


AFTERNOON SITTING 
(4) 


The Standing Committee on Transport and Communications met this day 
at 3:30 p.m., the Chairman, Mr. Macaluso, presiding. 


Members present: Messrs. Allmand, Bell (Saint John-Albert), Byrne, 
Cantelon, Chatwood, Clermont, Crossman, Deachman, Jamieson, Lessard, Maca- 
luso, McWilliam, Nowlan, O’Keefe, Orlikow, Pascoe, Rock, Schreyer, Sherman, 
Stafford—(20). 


Also present: Mr. Korchinski, M.P. 


In attendance: Same as morning including Representatives of the Auditors 
Touche, Ross, Bailey and Smart, Mr. Howard Ross, Mr. L. E. Boissonnault, Mr. 
D. S. Wells. 


And the questioning of the witnesses being concluded, the Chairman was 
instructed to report the references under discussion back to the House. 
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The Committee then questioned officials of the firm Touche, Ross, Bailey 
and Smart regarding the Auditors Report to Parliament in respect of the Cana- 
dian National Railways for the year ending 1966. 


There being no further questions, the Chairman was instructed to refer 
the Auditors Report back to the House. 


At 5:25 p.m. the Committee adjourned to the call of the Chair. 


Ho-Vie NAEr, 
Clerk of the Committee. 


adh 


Thursday, June 22, 1967. 


The Chairman: Gentlemen, we have a quo- 
rum. The witnesses this morning are from the 
Canadian National Railways. We are happy 
to have with us a gentleman who is appear- 
ing before this committee for the first time in 
his official capacity as Chairman and Presi- 
dent of the CNR, Mr. N. J. MacMillan; to his 
right are Mr. R. T. Vaughan, Vice-President 
and Secretary; Mr. W. C. Bowra, Systems 
Vice-President and Mr. J. L. Toole, Vice- 
President, Accounting and Finance. 


As decided upon at the last meeting, Mr. 
MacMillan will make a short opening state- 
ment which will be followed by a 15 or 20 
minute film showing a review of the past 
year, 1966. We will commence the questioning 
immediately after the film has been run. The 
members have had the Annual Report in 
their hands for quite some time so it will not 
necessary to read it. Questions may be asked 
under the following five headings: Financial 
Review, Freight Services, Passenger Services, 
Personnel and Labour Relations and System 
Activities. 


The Minister of Transport had hoped to be 
here this morning but he is attending a 
Cabinet Meeting. He might be able to join us 
later today. 


Mr. N. J. MacMillan Q.C., (Chairman and 
President, Canadian National Railways): Mr. 
Chairman and Members of the Committee, 
we are pleased to meet with you once again 
and we shall endeavour to assist you in 
dealing with our 1966 Annual Report. 


As the Chairman has indicated, it is our 
desire to begin by showing a film entitled 
“The Year in Review”. We picked this film 
primarily because the real function of the 
Committee, I suggest, is to review the year, 
and as it so happens that is the name of this 
film. Although from time to time in previous 
appearances before the Committee we have 
made use of visual aids of one kind or 
another, I believe this is the first time we 
have shown a film. 

_ It seems to me, Mr. Chairman, that this 
kind of exposure to the sights and sounds 
that have marked CN’s activities across 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Canada in the Year 1966 might prove to be a 
useful background to the material in the 
printed report which you have before you. 
The film takes about 28 minutes to be shown. 
It was not made for the purpose of being 
shown here. It was, in fact, the fifth annual 
variation of the Year in Review films which 
are primarily designed for showing to our 
employees and to give them some understand- 
ing of the scope and nature of this immense 
enterprise, only a small part of which they 
normally see. The film cannot, of course, 
cover all of CN’s activities but it does give a 
cross-section of the year’s events. 


It was not made as a pre-planned and 
scripted motion picture. It was made from 
footage that is normally produced to record 
and publicize various events that took place 
during the year and it is then edited to make 
the composite. The Year in Review. Many of 
its scenes have been used separately in small- 
er movies or as television news clips. While 
the film, as I mentioned, was intended 
primarily for showing to our employees, it 
has also proved to be a valuable promotional 
tool outside the company. It has been broad- 
cast by many ‘television stations and is 
frequently used for private showings to com- 
munity organizations and to actual or poten- 
tial customers both in Canada and abroad. 
The film was produced by our photographic 
Staff, the sound portion being added by 
Crawley Films Limited. There are both 
French and English versions of this film. We 
will show the English version today but the 
French film is also here and it may be seen at 
your convenience if so desired. 


With that short explanation perhaps we 


could now proceed with the showing of the 
film. 


The Chairman: Thank you, Mr. MacMillan. 

(The film “The Year in Review” was 
screened. The text of the sound track fol- 
lows.) . 

1966 began with a reminder that railroad- 
ing is a year round business—winter un- 
leashed its fury across the 25,000-mile CN 
system and employees battled blizzard condi- 
tions to keep lines open and trains running. 
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In the Canadian Rockies, snowslides 
blocked the main line, trapping CN’s 
Panorama in the Fraser Canyon. With every- 
thing done to assure the comfort of the 200 
passengers on board, the railway airlifted in 
1,500 pounds of food as a precaution. Within 
a day the passengers were evacuated to the 
nearby city of Hope from where buses car- 
ried them to Vancouver. 


None the worse for wear, the passengers 
had high praise for train employees and the 
treatment they received during the day-long 
delay in the mountains. 


Meanwhile, track forces and signal crews 
worked around the clock under difficult 
weather conditions and train operations soon 
returned to normal. 


Nature threw a second major challenge at 
the railway early in the spring when floods 
rampaged through part of southern Manitoba. 
Racing against time CN dispatched 500 box- 
cars to move grain from flood threatened 
areas. Additional cars and extra trains were 
pressed into emergency service to evacuate 
livestock, household effects and residents. 


CN mobilized to safeguard its own property 
and equipment, with rubber boots, hip-wad- 
ers and sandbags in high demand. 


Finally, as the floods abated, men and 
equipment moved in to begin the massive 
task of cleanup and repair work before re- 
opening flooded lines to rail traffic. 


Spring brought sailing preparations aboard 
CN’s SS Prince George—as captain and crew 
readied the vessel for the start of its 19th 
season—a season which was to be the busiest 
on record for the west-coast cruise ship. 


Another indication of a busy year to come 
was the delivery of the railway’s largest 
diesel locomotive order in recent years. 
Thirty new high-powered diesels rolled off 
assembly lines in Montreal and London—the 
last of which was officially turned over to the 
Great Lakes region vice-president Douglas 
Gonder. Before year’s end, the railway had 
announced the order of thirty-five more such 
units to help move longer freight trains at 
higher speeds. 


Railway freight revenues increased approx- 
imately seven per cent during the year. To 
meet the needs of a growing economy, the 
railway purchased more than 3,500 pieces of 
freight equipment, many of them designed 
for specific jobs—reflecting the boom in spe- 
cialized freights cars. 


At CN’s Point St. Charles shops, more than 
3,000 existing cars were upgraded while simi- 
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lar renovation and rebuilding programs were 
carried out at the Moncton and Transcona 
shops to help meet the unprecedented de- 
mand for freight equipment. 

Specialized equipment was also obtained 
for express freight operations where modern- 
ized handling methods were helping to im. 
prove the company’s competitive position. 
Close to 500-road-rail containers were pur- 
chased during the year. More than 100 road: 
vehicles and 200 custom designed flat cars. 
necessary for the easy transfer of the units 
from train to truck, were also bought in 1966. 

The new look in express-freight equipment 
also brought about an experiment in the 
Maritimes where “cage-carts” have been in-) 
troduced to handle small, high-value parcels, 
The carts can be loaded by the shipper at his 
premises and are easily wheeled on and 0 
various types of conveyances. 


At Belleville, St. Lawrence Region vice- 
president J. A. McDonald and other officials 
were on hand for the opening of a modern: 
new express freight terminal—the largest of 
its kind between Toronto and Montreal. An) 
endless moving chain transports carts about 
the terminal at the rate of 120 feet 
minute. Another new express freight facility 
was opened at Guelph while work neared 
completion on a seven million dollar express: 
freight complex at Toronto. 


iT | 
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While acquiring new equipment and new 
facilities, CN was also busy building new rail 
lines during the year. West of the mainline 
point of Sioux Lookout, crews cleared a path 
through the rough bushland of Northern 
Ontario, for construction of a 66-mile branch 
line. It will tap a rich iron ore deposit near 
Bruce Lake. A concentrating plant being built 
there is expected to ship one and a half-mil- 
lion long tons of ore yearly beginning in 1968 


In the foothills of Alberta, work continued 
on the one-hundred and ten-mile rail projec 
being built for the Provincial Government. A 
unique helicopter survey was carried out folk 
lowing authorization to extend the line % 
further 114 miles. The helicopter acts as 4 
target in the measurement of distance and 
direction, under the control of surveyors on 
the ground. Providing easy access to rugge 
terrain, the aerial surveyor can do in 15 day 
what would take three months to do on thi 
ground. 


In Vancouver, work went on around th 
clock on a bridge and tunnel project whic¢ 
will streamline CN train operations in thi 
port city. An estimated 200,000 cubic yards 0 
sandstone will be removed to cut through tk 
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two-mile tunnel. It will speed grain and simi- 
lar bulk commodities from the prairies to 
new docking facilities in North Vancouver, 
bypassing the downtown area. 


On the Grand Trunk Western Railroad, 
expansion was closely tied to the automotive 
industry, particularly in the state of Michi- 
gan. Yard facilities at Pontiac were doubled 
during the year while construction on the 
first phase of a new support yard was com- 
pleted at Lansing. At Kalamazoo, the Kilgore 
Yard, being built jointly by GTW and the 
New York Central, was about eighty per cent 
complete by the end of the year. When 
finished, it will include 25 yard tracks with a 
capacity of 500 cars. 


Track crews on the Central Vermont 
Railway built a three mile diversion on the 
main line in Northern Connecticut. Relocation 
of the track was necessary to accommodate 
plans for a flood control dam to be built near 
the original right of way. In addition, new 
mechanized track equipment was purchased 
during the year and train schedules were 
speeded up between Montreal and New 
London, Conn. 


Employee training reached a high level in 
1966. There were some forty-eight thousand 
enrollments covering subjects such as appren- 
ticeship, technical courses, language instruc- 
tion and supervisory development. At Monc- 
ton, veteran track foremen annually attend 
an intensive winter session designed to keep 
thern up to date on track developments. A 
300-foot stretch of track, enclosed in a heated 
shed, never sees a train, but serves to demon- 
strate the techniques and machinery used in 
track repair and maintenance. 


Another railway course with a difference 
takes place in classrooms at St. John’s, 
Newfoundland, where CN marine electricians 
keep pace with developments in their trade. 
The course includes 16 weeks of classroom 
work and an equal amount of on-the-job 
study aboard ship. 


Reclamation yards at Moncton and Win- 
nipeg produced a net saving of over eight 
million dollars in the past year. The plants 
reclaim used rail and old parts from railway 
equipment while selling other discarded 
material as scrap. At the Transcona plant, 
annual operations range from the reclamation 
of two and a half million feet of rail to the 
straightening of eleven million track spikes. 


The Moncton brass foundry—the only such 
operation of its kind on the railway—com- 
pleted its sixtieth year of operation in 1966. 


Transport and Communications 19 


The foundry—with much of its equipment 
tailor-made by its employees—turns out such 
items as car journal brasses, diesel suspension 
bearings, water couplings and an assortment 
of other brass products. 


CN’s drydock at St. John’s, Newfoundland 
had one of its busiest years ever. Seventy- 
nine vessels were drydocked for repairs—the 
largest of which was the railway’s own ship, 
the S.S. Patrick Morris. 


In addition to the drydocked vessels, CN 
crews repaired another 215 ships alongside 
the drydock—in all over 450,000 tons of ship- 
ping underwent repairs here—a reflection of 
St. John’s strategic location to the Atlantic 
shipping lanes. 


A number of changes in CN’s ferry opera- 
tions across the Cabot Strait began in 1966. 
They are designed to improve service be- 
tween the mainland and Newfoundland while 
coping with an increasing volume of freight. 


The changes involve new dock facilities 
at North Sydney, Port aux Basques and 
Argentia; two new ships, modification of exist- 
ing vessels and a new ferry service between 
North Sydney and Argentia. 


They will enable mainland freight cars to 
be ferried across the strait for interchange of 
traffic with Newfoundland’s narrow gauge 
cars, thus eliminating one unloading step. 


The changes will have far-reaching effects, 
reducing waterfront employment, particularly 
at North Sydney where the interchange of 
shipments between freight cars and ships will 
be eliminated. 


Joint committees of railway and union rep- 
resentatives are making a co-operative effort 
to ease the effects of the changes on workers. 


An example of this co-operation was the 
instruction in various high school courses of 
these North Sydney longshoremen. Due to be 
displaced when the new rail-car ferries begin 
operation, they took advantage of railway 
assistance to upgrade their basic education. 
Graduation in August marked an important 
step along the road to equipping the men 
for entry into trade and business schools. 


Another development on the East Coast 
was the addition of a new vessel, the Leif 
Eiriksson, to the CN fleet. The sleek ship 
carries up to 560 passengers and one hundred 
and ten automobiles. Addition of this vessel 
provides the railway with the capacity to 
move more than 2,000 passengers and 400 
vehicles across the Cabot Strait each day. 
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The CN system extends far beyond the 
nation’s boundaries—in Europe the company 
is represented by a sales force of more than 
100 people, in addition to a number of agen- 
cies which represent the company in various 
countries. 


One of the busiest offices is in Paris, where 
the railway owns its own building on Rue 
Scribe—transportation row in the French capi- 
tal. Headquartered in London, CN’s European 
sales forces offer passenger freight and ex- 
press services connected with travel and 
trade to Canada. 


The amount of foreign freight handled by 
CN is increasing yearly. One of the most 
important services provided by the railway’s 
European representatives is to facilitate the 
movement of freight bound for destinations 
in Canada through European ports. 


One such shipment dispatched during the 
year was an order of British-built buses, 
loaded at London and carried through the 
Panama Canal to Vancouver. From Van- 
couver they travelled by CN to their destina- 
tion at Edmonton. 


On the new frontier, along the Mackenzie 
River of the Northwest Territories, CN Tele- 
communications crew were racing Spring 
breakup across the tundra into Inuvik on the 
Arctic Coast. They were utilizing the frozen 
terrain to complete the last section of a 
1,000-mile telephone line which required 
three winters to build. 

The job was finished on schedule. It gives 
communities along the Mackenzie River di- 
rect telephone, teletype and telex connections 
with the rest of Canada. In August, CNT 
general manager Harold J. Clarke took part 
in ceremonies at Inuvik, formally opening the 
network. The first official call was made by 
Territorial Commissioner B. G. Sivertz to 
Prime Minister Pearson, launching a new era 
in this part of Canada’s North. 

One of the important projects made possi- 
ble by completion of the Inuvik line was the 
installation of a radio telephone network to 
link extreme northern communities to larger 
centres equipped with hospitals and medical 
advice. 

District nurses in the smaller communities 
are now able to make radio contact with the 
nearest hospital and receive advice on emer- 
gency cases. Air evacuation of seriously ill 
patients has also been facilitated by the radio 
network. 

In the Yukon, where a once near-exhausted 
mining economy is making a strong comeback 
with the discovery of metals other than gold, 
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CNT crews pushed a 63-mile pole line from 
Dawson City into a promising resource area. 
The line will serve a new asbestos develop- 
ment at Clinton Creek, the largest single 
mining development in the Yukon, and the 
site of a future town for 400 mine employees. 


CNT installers were also busy in Ottawa. 
The National Capital Commission plans re- 
quired the relocation of telecommunication 
facilities in a new building near the recently 
completed Ottawa station. The new communi- 
cations centre houses the Ottawa terminal of 
the Montreal-Vancouver microwave system 
as well as accommodation for expanded telex 
and teletype facilities. 


Rail travellers to the nation’s capital began 
using the modern new Ottawa Station in 
1966. It is part of the National Capital 
Commission’s railway relocation program. 
The long-range plan is designed to remove 
major railway installations and tracks from 
the central area of Ottawa. 


At Edmonton, the impressive new CN 
Tower, dominating the city skyline, was 
completed and opened for use. The 26-storey 
building is the tallest on the Canadian 
Prairies. Late in the year, President Donald 
Gordon formally opened the building, which 
has played a strategic part in pushing for- 
ward Edmonton’s civic centre redevelopment. 
It houses the most modern of railway sta- 
tions, a shopping arcade, regional and area 
railway headquarters and private office ac- 
commodations. 


1966 was the biggest year in passenger 
miles that the railway experienced since 1946. 
Passenger service revenues climbed eighteen 
per cent over the previous year. 


To meet the demand, the railway expanded 
services and ordered more equipment. Rapido 
service was expanded between Toronto and 
Montreal and extended to Quebec City. More 
than 300 existing cars were upgraded. 
Twenty-nine additional cars were obtained 
from U.S. railroads. 

CN also placed orders for the construction 
of 25 modern, lightweight passenger cars. 
They will go into use in southwestern Ontario 
as five-car train-sets in mid 1967. 

The biggest passenger news of the years 
was the announcement by then-executive 
vice-president, Norman J. MacMillan that CN 
would introduce revolutionary turbine pow- 
ered passenger trains between Montreal and 
Toronto in 1967. Five-seven car sets, designed 
by United Aircraft Corporation and built by 
Montreal Locomotive Works, are being ob- 
tained from UAC on a lease-maintenance 
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basis. The trains incorporate a number of 
anew features including improved suspension, 
sliding doors and the latest in interior design 
and passenger comfort and convenience. 


The turbotrains introduce a new and excit- 
ing era of railway transportation—a fitting 
event for Canada’s centennial year. 


_ Another era drew to a close in 1966—the 
distinguished railway career of Donald 
Gordon, CN’s chairman and president for the 
vast 17 years—a period marked by an impres- 
sive rebuilding and modernization of facilities 
and services. 


Norman J. MacMillan, his successor, with 
30 years of railroading behind him, 10 as 
executive vice-president, could look with 
confidence towards continued development of 
the program he himself has done much to 


shape. 


Both men expressed their thanks to the 
amployees and the board of directors for the 
job that has been done in rebuilding the 
cailway. Since 1950 an impressive number of 
mprovements has enabled the company to 
offectively meet the increasing competition 
from trucks, airlines and the automobile. 


_ Dieselization. 
Betterment of maintenance of way. 


_ Improved signalling and new traffic control 
systems. 


Electronic humpyards. 
_ A new corporate symbol and visual rede- 
sign. 
Introduction of the “marketing approach”’ 
10 meet customer needs. 


_A new, decentralized management struc- 
ture. 

A wide range of new freight equipment. 
_ Piggyback, containerization, trucking serv- 
ices and new modern facilities. 

Employee training and personnel develop- 
ment. 


Urban development sparked by CN real 
2state. 


Expansion and modernization of hotels. 


Spectacular electronic growth by CN Tele- 
sommunications. 


' Over a thousand miles of new branch lines 
and industrial spurs since 1950. 


From the Red, White and Blue fare plan to 
che new turbotrains spectacular developments 
in the passenger field which brought people 
flocking back to the trains. 
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Mr. MacMillan’s first year at the throttle 
will be Canada’s 100th birthday and the year 
of the turbotrains; the year of government 
legislation with wide-ranging effects on rail 
operations and the year which will bring CN 
to the verge of recording its first billion 
dollar year of gross revenues. 


The new, imaginative spirit of CN is per- 
haps symbolized by the company’s pavilion at 
Expo 67 in Montreal which was turned over 
to the new president at year’s end. 


A dynamic pavilion, reflecting a company 
whose organization is geared for change and 
growth, for the use of new materials and 
techniques, for the exploration and penetra- 
tion of new markets—a company which looks 
to the future with imagination and confi- 
dence. 


Mr. MacMillan: Mr. Chairman, we have 
found this type of presentation very popular 
with the employees. It serves to engender a 
source of pride in the wide scope and range 
of the activities of our great enterprise. I 
thank you for the opportunity of projecting it 
this morning. 


The Chairman: Thank you, Mr. MacMillan. 
On behalf of the Committee may I thank you 
for the fine film that was presented. I am 
sure the Committee has become used to pres- 
entations of a visual nature from CN and it 
actually looks forward in its questioning to 
seeing more visual aspects of CN’s operations. 


When asking questions we will follow the 
headings I previously listed and which are 
outlined in the Annual Report. The last item 
to be discussed, of course, will be the 
‘“‘Auditors’ Report’. We will now start with 
the first heading on page 3, ‘Financial Re- 
view’’. Mr. Orlikow’s name is the first on my 
list. 


Mr. Orlikow: Mr. Chairman, I wonder if 
the financial review for the past year indi- 
cates that it was a very good year for the 
CNR. There is a deficit as there has been for 
many years, although it is smaller than in 
1965, but I wonder if Mr. MacMillan could 
outline very briefly for the Committee the 
composition of the deficit. Although Mr. 
MacMillan may deal with other matters, I am 
particularly concerned about how much of 
this deficit is the result of the original debt 
which was assumed by the CNR at the time 
the early privately built and operated compa- 
nies’ bank debts were taken over by the 
Government of Canada? 
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Mr. MacMillan: Mr. Orlikow and gentle- 
men, I think I know what you are referring 
to and my answer may be a little bit bleak. 
The situation really is that the railways 
which merged in 1923 to become Canadian 
National had virtually no depreciation and 
there was none taken until the time of the 
last war when we began to allow for de- 
preciation on rolling stock and equipment. 
When the time came to rehabilitate the rail- 
ways after the depression there were no 
depreciation funds available to accomplish 
this, with the result that the funds required 
to put it back into an operating condition had 
to be borrowed. The interest burden flowing 
from that program last year amounted to 
$64.7 million. In our net railway operating ac- 
count we had a net profit of $40.1 million, so 
when $40 million is subtracted from interest 
of roughly $65 million we are left with a 
deficit of $25 million. That is a simplification 
and an abridged answer. 


Mr. Orlikow: Is it then a fair summation 
that certainly for the past 45 years the CNR 
has been meeting all of its obligations, in- 
cluding any capital advanced by the govern- 
ment for modernization, extensions and debt 
charges? It must be assumed that because of 
earlier accounting practices and the failure to 
put anything in for depreciation you did not 
have anything with which to start off. 


Mr. MacMillan: Yes. Every one of the 
charges against the CNR have been reflected 
in its accounts. In those years when we had a 
net operating profit that profit was available 
against interest burdens. In the years when 
there was a deficiency then, of course, that 
deficiency appeared in the deficit and it was 
paid by Parliament. As you will remember— 
and I am sure this is what provoked your 
question—the 25 year history in this respect is 
spelled out in considerable detail on page 40 
of the Annual Report. 


Mr. Bell (Saint John-Albert): Mr. Chairman, 
to get at this in a little different way, I think 
it was as far back as 1962 that we began to 
talk of recapitalization and efforts were made 
to present a truer picture of the actual situa- 
tion of the company in an attempt to get 
away from the imposition of this old debt 
structure on the final figures. 


Can you explain why this was included in 
the financial statement? With respect to the 
deficit that is shown under Financial Review 
have there been any changes in recapitaliza- 
tion that would show up in that deficit or is 
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that yearly decreasing deficit a fairly com= 
parative true picture? I hope you acess aa 
what I mean. 


Mr. MacMillan: Yes, I do. The history on 
the years 1961 to 1966, where the trend is to 
a declining deficit each year, is as a result of 
the activities of the railway without regard t 
recapitalization at all. It really represents in- 
creased productivity and the opportunities 
which have arisen from substantially in- 
creased business. Insofar as recapitalization is 
concerned the matter stands as it has for 
some time. I have a short statement to make 
about this matter and perhaps it might be 
appropriate if I made it now. ¢: 


Reference has been made in this Annual 
Report and in previous reports regarding 
proposals which the company has made to th 
government concerning a revision of its capi- 
tal structure, and the occasion for a re= 
examination of the financial structure came 
about upon the expiry of certain sections of 
the Capital Revision Act of 1952. Pending 
completion of the analysis and disposition 
thereof these particular sections have been) 
extended on a yearly basis by each annual | 
Financing and Guarantee Act. I am sure you 
remember that. 


Primarily the expired sections have to do 
with purchase by the government of the 4 per 
cent preferred shares on an annual basis— 
equal to 3 per cent of the gross revenues and 
the waiver of interest on the $100 million. 
debenture which was part of the 1952 revis) 
sion. As I mentioned a moment ago, these 
two provisions have appeared and _ re- 
appeared in the annual Financing and Gua- 
rantee Acts. 


The financial results, as indicated by the 
Annual Report before you, indicate that the 
total gross revenues of the company in 1966. 
were close to the billion dollar mark—short by 
only $1.4 million—and the net profit before 
interest was $40.1 million. However, the ex- 
tremely heavy interest burden of $64.7 mil- 
lion produced in the result a final deficit of 
$24.6 million. While this result represents a 
continuation of the over-all financial im- 
provement experienced since 1961, it is a fact 
that we still ended the year with a deficit 
which by any measure is quite large. 


The details of the capital revision proposals — 
which we made to the government, and 
which are still being analyzed and discussed 
between us, are confidential at this point. 
However, it is appropriate to say, aS we have 
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‘stated on other occasions, that the basic prin- 
ciple of the proposal is that the company 
should be relieved of the burden of debt 
charges which makes the annual profit and 
loss account an inaccurate reflection of man- 
agement and employee efficiency. 


The company’s position is that most of the 
debt arises through a deficiency in deprecia- 
tion practices which restricts the company’s 
ability to finance capital expenditures through 
internal sources. 


That is a very short and simple explanation 
of a very big question and we would be ready 
to proceed with the matter when the details 
are settled between ourselves and the govern- 
ment. 


_ Mr. Bell (Saint John-Albert): I could never 
fully understand that but I do not want to go 
into it now I thank Mr. MacMillan for that 
statement but I would like to ask this ques- 
tion. There was a deficit in 1965 of $33 
million and this year the deficit is $24 mil- 
lion, so as far as I am concerned, with just an 
over-all glance at it and no matter how you 
play around with the figures, the deficit has 
been reduced by $9 million. There is no 
reflection whatsoever in that $9 million that 
jit is a different method of setting up this old 
depreciation? 


Mr. MacMillan: None whatever. 


Mr. Bell (Saint John-Albert): In the full 
sense of the word, no matter how you wrap it 
up, we are at least $9 million better off than 
we were the previous. year and it is really a 
true profit to that extent? 


Mr. MacMillan: That is correct. If you wish 
to go back a bit and compare it with 1960 it 
is a $43 million improvement. 


Mr. Bell (Saint John-Albert): Are there any 
projections on the deficit for 1967 and later? 


Mr. MacMillan: At the time we filed our 
current budget we projected a target deficit 
of $15 million in 1967. There have been some 
developments since that time which have 
made this $15 million a real challenge, I can 
assure you. 


| Mr. Bell (Saint John-Albert): Without asking 
you to be too optimistic, do you foresee a 
time in the not too distant future—leaving 


tional—when we possibly might have a rail- 
Way without a deficit? 


Mr. MacMillan: That is our definite objec- 
tive. 
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Mr. Bell (Saint John-Albert): When will this 
be? Is there any projection on the time? 


Mr. MacMillan: In the next two or three 
years. At the most four years, I would hope. 


Mr. R. T. Vaughan (Vice President and 
Secretary, Canadian National Railways): We 
would also like to have supervision of the 
financial structure as part of that objective. 


Mr. Horner (Acadia): With regard to the 
interest rate, I notice that even from last year 
it has fluctuated a great deal, from 61.9 to 
64.7. Why does this fluctuation of roughly $3 
million in interest rates occur in the various 
years? 


Mr. MacMillan: Mr. Horner, this is basical- 
ly because of refunding of maturing issues at 
a higher interest rate. Perhaps Mr. Toole 
could give you a little more information 
about that. 


Mr. J. L. Toole (Vice President, Accounting 
and Finance, Canadian National Railways): 
One of the things that happened during the 
year is that we had to refund a $35 million 
issue that had been on our books at about 3 
per cent and that entered into the current 
level of interest rates. I do not know the 
exact percentage but I believe it was close to 
5 per cent. The principal thing is the rollover 
of our notes with the government during a 
period of an increase in rates. 


Mr. Horner (Acadia): In looking at your 
revenue statement, I see that something like 
72 per cent of it comes from freight haul. Do 
you estimate that both your freight and pas- 
senger haul just about pay for themselves? Is 
it correct that you are not losing money haul- 
ing passengers or hauling freight? 


Mr. MacMillan: You are correct in respect 
to freight but not in respect to passengers. 
We do not lose money hauling freight. 


Mr. Horner (Acadia): But you do lose 
money hauling passengers? 


Mr. MacMillan: Yes. You may remember 
we made a presentation—I believe it was 
in the fall although I have forgotten exactly— 
which was confined to the passenger business 
and at that time we explained that the pas- 
senger business in isolation costs us money 
and that we had undertaken programs 
which were directed towards reducing the 
losses on passenger business. We hoped we 
would find the means by which we could 
liquidate the losses on passenger business. 
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Mr. Horner (Acadia): In the last two years 
I think the CNR has embarked upon a very 
bold plan to increase the number of passen- 
gers on trains. Would you say in doing this 
that your deficit has increased with regard to 
passenger haul or that you are attempting to 
reach a break-even point? 


Mr. MacMillan: Well, we are heading in 
that direction. 


Mr. Horner (Acadia): In other words, your 
efforts towards increasing the number of 
passengers on trains has brought about a 
decrease in your deficit in passenger haul? 


Mr. MacMillan: We think it has, yes. 


Mr. Byrne: Mr. MacMillan, when there was 
a recapitalization program in 1952 I believe I 
was a member of the committee but my mind 
is not too clear on what was done. Did the 
federal government assume the existing debt 
by taking over other branch lines? 


Mr. MacMillan: No, it assumed part of the 
debt but not the entire debt. 

Mr. Byrne: The capital debt aside from 
depreciation. 


Mr. MacMillan: The main features of the 
1952 act were these. One half of the interest- 
bearing debt outstanding at that time, which 
amounted to $736 million, was converted to 
equity capital in the form of 4 per cent 
preferred stock. In addition there was relief 
granted for a period of 10 years of the 
interest burden on a $100 million debenture. 
This is the debenture interest I mentioned 
which is being dealt with each year in the 
Financing and Guarantee Act. At the same 
time the government was authorized to pur- 
chase from us 4 per cent preferred stock 
Similar in issue to that which I referred to a 
moment ago in amounts equal to 3 per cent 
of our annual gross revenues, and that is, in 
effect, what happened. 


Mr. Byrne: Then the interest of $42 million 
which you are presently paying is not entire- 
ly due to modernization of the lines that you 
took over? 


Mr. MacMillan: No. Included in that is the 
interest on well over $700 million which was 
outstanding in 1952. 


Mr. Rock: In your financial report I do not 
notice any indication of the amount spent on 
capital expenditures for the year 1966. 
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Mr. MacMillan: If you look at page 3: 
under Property Investment Statement yo 
will see the capital expenditures made in 
1966 which flowed from the operating budget 
which was filed in Parliament for that year. | 


Mr. Rock: I am very interested in the 
elimination of level crossings and I would 
like to know— 


The Chairman: Mr. Rock, we are dealin 
with separate headings. 


Mr. Rock: This is under the financial see. 
tion and I would like to know what amount 
of money the CNR spent for the elimination 
of level crossings. I know it is not as much as 
the commission grants but I would like to. 
know the amount spent in 1966. 


Mr. MacMillan: We can give you that. 


Mr. Vaughan: Perhaps we could exiraa 
from the accounts and give it to you. 


Mr. MacMillan: We would be delighted to 
do that. 


Mr. Rock: Fine. 


Mr. Schreyer: I notice you said that you 
hope the railway in the next two or three: 
years will arrive at a non-deficit position. De 
you mean even if the CNR must maintain: 
responsibility for net interest on long term 
debt? I presume that is what you mean. 
because since 1961 the railway has been ope- 
rating in a net profit position, has it not? 


Mr. MacMillan: Yes. You may recall i 
explanation of the declining amount of the 
deficits I said that this represented an im: 
provement in productivity and it also reflect- 
ed the buoyancy of the economy in which 
were operating. I also said, assuming a con 
tinuation of these conditions,—and I think J] 
said three or four years rather than two 0 
three years—that we hoped to see a black’ 
position. However, at the same time we are. 
very interested in recapitalization. It is true’ 
we have borne this burden and we contem 
plate we will have to continue to bear it bu 
if we get recapitalization and business con: 
ditions are good and we can continue to oper-. 
ate efficiently, then it should put us into 2 
profit position. I think that is a good objective 
I do not see anything wrong with our mak 
ing some money for Canada rather than the 
reverse. 


. Mr. Schreyer: Then, Mr. Chairman, the née 
interest on debt figures, as shown in the small” 
chart on page 3, indicates an increase 
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almost $3 million in net interest. Is this 
mainly because of an increase in the debt or 
is it because of an increase in the rate? 


Mr. MacMillan: I am glad you asked that 
question. I meant to explain it. The debt has 
gone down. It has not gone up. We have not 
borrowed any money since 1960, I think it 
was, and we have lived entirely through that 
period on our own capital, capital which 
flows from depreciation and other sources. 
We have actually underspent our self- 
generated capital to the extent of approxi- 
mately $65 million, which has been repaid to 
the Crown. Therefore the debt burden we are 
presently carrying is approximately $65 mil- 
lion less than it was in 1961. The increase in 
the charges flows from the necessity to refi- 
nance some of these older issues at interest 
rates higher than those which prevailed in 
1961. 


Mr. Schreyer: Are your bond liabilities so 
arranged in the next few years that you will 
be refinancing ever-increasing amounts? I no- 
tice, for example, that last year the railway 
refinanced $35 million, and this year will be 
refinancing $122 million. 


Mr. MacMillan: That is correct. 


Mr. Schreyer: And perhaps more next year, 
and so on and so forth, so that the effective 
interest rate will be rising perhaps quite 
sharply? 


Mr. MacMillan: Yes; it will reflect whatev- 
er the market price for money is at the time. 
If interest rates continue to increase, then our 
burden will continue to increase. If, on the 
other hand, interest rates go down in the 
money market, then we will obtain some 
relief. 


Mr. Schreyer: I have one final question. 
The average interest rate on the debt owed 
last year was about 4.5 per cent, and it is 
now 4.8 per cent. I am assuming that because 
of the relatively large amount that has to be 
refinanced this year and because of the cur- 
rent state of the money market, it is possible 
that your average interest rate payable on 
your debt perhaps will be going over the 5 
per cent mark? 


Mr. MacMillan: I am afraid that it will 
increase; how far, I would not like to say. 
Probably Mr. Toole could tell you. Inevitably, 
it will increase. 


Mr. Toole: It is expected to increase. 
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Mr. Schreyer: You do not view with alarm 
the fact that on a very large debt holding the 
effective interest rate can increase by one per 
cent within a period of two years? 


Mr. MacMillan: We view with alarm any- 
thing that is going to add to our expenses, 
but it is not something we can do much 
about. 


Mr. Pascoe: Mr. Chairman, I was interested 
in Mr. MacMillan’s comments about the 1967 
target for a $15 million deficit and he said 
that it represented quite a challenge. I have a 
small clipping here from one of the papers 
which says that in April the net railway 
operating loss of the CNR was $2,863,000 as 
against railway operating income of $3,811,- 
000 in April 1966. Is that an exceptional 
situation for this April or does it indicate that 
operating expenses are going to be higher? 


Mr. MacMillan: That reflects two condi- 
tions, Mr. Pascoe. In the first place, it reflects 
the wage awards which flowed from the 
strike of last fall. You will recall that the 
statute terminating the strike provided for a 
payment of 18 per cent on wages; those now 
are current and we are paying these in- 
creased wages. Associated with that was a 
falling off in the levels of business which 
began very late in 1966, and the first quarter 
of 1967 reflected the continuation of this 
trend. During this period the output of seve- 
ral of our most important industries declined 
very substantially. This was particularly true 
of the automobile business, for example. 
There were continued adjustments in the busi- 
ness inventories; there was an apparent 
hesitation or sluggishness in capital expendi- 
tures on plants and other activities, so the net 
result of all this was that our gross earnings 
declined. In actual fact, our dollar earnings 
were off about 1 per cent compared with the 
December average but our tonnage was off 
about 5 per cent. I am talking largely of the 
freight side because that is where it is most 
reflected. In actual fact, we think the automo- 
bile business was off about 11 per cent; pulp 
and paper was off about 3.6 per cent; there 
were very substantial reductions in mineral 
products, which were off 7 per cent; manu- 
facturing products were off about 4 per cent; 
agricultural products were off about 12 per 
cent; and so on, with the results that you 
referred to. 


Mr. Pascoe: I referred to April. Would you 
say the situation is improving now? 
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Mr. MacMillan: We think, and we hope 
that we have come into a levelling-off condi- 
tion. 


Mr. Pascoe: On pages 4 and 5 in regard to 
passenger service, this chart shows a very 
steady increase in revenue. Would you say 
that was because of an increase in passengers 
or increased rates, or a combination of both? 


Mr. MacMillan: More particularly an in- 
crease in passengers. 


Mr. Pascoe: You refer to the positive ap- 
proach in passenger services. 


Mr. MacMillan: That is correct. 
Mr. Pascoe: I commend the CNR on that. 
Mr. MacMillan: We worked hard on it. 


Mr. Pascoe: There have been comments 
about the difficulty of securing accommoda- 
tion and reservations on the CNR, CP and 
Air Canada. Are you putting all your equip- 
ment to maximum use now? 


Mr. MacMillan: We are trying to. We are 
trying to use it to the optimum. 


Mr. Pascoe: Have you plans for securing 
more facilities and more equipment? 


Mr. MacMillan: Yes. 


The Chairman: Mr. Pascoe, can that wait 
till we get to the passenger service? 


Mr. Pascoe: Well, it is right here under 
‘Revenues’. It is in the financial review. 


Mr. Chairman: I know it overlaps but, as 
far as equipment is concerned, could you 
keep that until we get to page 10, Passenger 
Services? I will put you on the list for it right 
now. 


Mr. Pascoe: All right. I suppose you will 
not allow my next question either at this time 
and this is financial too. In regard to the 
Federal Government subsidies you refer to 
the East-West Bridge Subsidy on page 6. As 
you know, we out in the prairies have always 
been quite interested in this. How would the 
proposed removal of the bridge subsidy affect 
your East-West long haul rates? 


Mr. MacMillan: It is very difficult for us to 
speculate with any degree of exactitude the 
impact of a thing of this kind, but one aspect 
of it that most people always overlook is that 
it applied to basic rates and did not apply to 
competitive rates or traffic moving under 
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them, and the bulk of the traffic in fact does. 
I suggest, most certainly in tonnage and in 
revenue, that the traffic that moved across 
the bridge—that is the rock through Northern 
Ontario—was not subject to the subsidy. 


Mr. Pascoe: The subsidy in 1966 was 2.9 
million. If that is removed, how are you 
going to pick that up? 


Mr. MacMillan: We will have to get this 
out of our new environment which is estab- 
lished by the new legislation. 


Mr. Pascoe: Thank you. 


Mr. Olson: Mr. Chairman, Mr. Pascoe dealt 
to some extent with the question that I would 
like to deal with. es 


On page 6 under the Financial Review you 
show an increase in the expenses of $29.1 
million for additional wage costs in 1966 
compared with 1965. I presume that this 
reflects some of the changes that were made 
in the negotiations as a result of the Act of 
Parliament and so on. 


Mr. MacMillan: That is correct, Mr. Olson. 


Mr. Olson: With these increased wage 
rates, and I understand they will be progres- 
sive for 1967 and 1968, and then the with- 
drawal of some of the subsidies, such as the 
one that has been referred to and others, I 
am a little puzzled at your statement that you 
expect to balance these deficits out within 
two or three years. May I ask you what kind 
of changes in the freight rate you anticipate, 
either in total dollars or in percentage, to 
make up for what would appear to be these 
substantial increased costs coming to you in 
1967 and 1968? 


Mr. MacMillan: In the first place, the 
Statute provided that with the termination of 
these various subsidies there would be sub- 
stituted for them about $110 million, which is 
to be reduced by $14 million per annum 
down to the last year when it becomes $12 
million. That is the global sum to be made 
available for division among the railways 
subject to this legislation. So in the initial 
year we shall receive a substantial amount of 
money from that source. During this transi- 
tional period, passing from an environment of 
rigid controls to one of relative freedom, we 
shall have to adjust freight rates. As you 
recall, last fall we increased the agreed 
charges and the competitive rates by approxi- 
mately 10 per cent and that is the means by 
which we were able to recoup the difference 
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between the 1 per cent which we are off in 
revenue in the quarter and the 5 per cent in 
| tonnage; there was this cloak which gave us 
the additional amounts. In addition to that, 
on May 4 some changes in the rate structure 
on non-competitive traffic became effective. 
We used a sliding scale here running from 6 
to 12 per cent, and we think that for the 
remainder of 1967 from that source we shall 
obtain additional revenue ranging from $6 to 
$9 million, of course depending again on the 
volume of traffic and the extent to which we 
find we can maintain the increase. I think it 
goes without saying that if we find that there 
is very substantial attrition on a particular 
class of traffic flowing from an increase in 
rates, the rates will have to be adjusted 
downward. 


_ Mr. Olson: I understand that, but it would 
appear to me that you could probably antici- 
pate an additional increase in wage costs, 
including all the other fringe benefits that go 
with it, of perhaps $25 to $30 million in 1967 
over 1966, and at the same time you are 
going to have a loss of some revenue by way 
of subsidies of whatever it happens to be, $7 
million or $8 million. Do you anticipate in 
compliance with the other statements that 
you have made, that you are getting toward a 
obalance which is going to be made up by 
increases in productivity? Do your projections 
mcelude a substantial increase in the rates? 
This is the point I was trying to make. 


Mr. MacMillan: No. The real answer to this 
is that we cannot price ourselves out of the 
market. We have to remain competitive in 
rates, otherwise the traffic will flow to a 
competing form of transport. We have to 
learn more about how to do the things that 
agave to be done for less money, more 
officiently, more intelligently; in this, I think 


we have made great progress. 


| Mr. Olson: With your rate structure now at 
about the maximum, do you think you can 
remain competitive? 


_Mr. MacMillan: That could be in some 
wraffic; it may be that in respect of other 
waffic it is not. It is to some extent a matter 
of trial and error. We have to probe and 
jetermine what the opportunities are. 


| Mr. Olson: Thank you. 


' Mr. Jamieson: I just have one or two 
juestions, Mr. MacMillan, particularly in con- 
hection with the unique situation in New- 
‘oundland. Before I get to that, your film 
nade some references to CN telecommunica- 
ions. 
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The Chairman: Mr. Jamieson, I hope your 
questioning is on financial... 


Mr. Jamieson: If you would wait just a 
moment, I will get to it. What I was going to 
ask you is whether there is any financial 
cross-over at all between CNT and the CN 
figures. In other words, does this report deal 
strictly with the railway operations? 


Mr. MacMillan: No, the activities of the 
system, embracing CNT. 


Mr. Jamieson: Is it possible, for example, 
to say whether CNT stands on its own bot- 
tom, or is it just too complex to separate 
that? 


Mr. MacMillan: It is very difficult to do 
that with a degree of exactitude, but we do 
have, for our managerial purposes, figures 
upon which we reach a determination of that 
nature. We think that it does stand on its 
own bottom. 


Mr. Jamieson: In connection with the 
Newfoundland situation, sir, as I understand 
it—and it is in the report of the Provincial 
Royal Commission on Transportation—the 
ownership of the assets constituting the rail- 
way system in Newfoundland, including the 
steamships, is vested in Her Majesty the 
Queen in right of Canada and not Canadian 
National Railways Company. 


Mr. MacMillan: That is correct. 


Mr. Jamieson: That is a factual statement. 
On page 6 there is an amount of $22.4 million 
in 1966 for Newfoundland and PEI. 
Steamship Service. Is this the only special 
grant or payment that is made because of the 
unique status of the railway in the province 
of Newfoundland, or are there some other 
amounts? For instance, do you get some spe- 
cial subsidies on rail operations or any other 
facets. 


Mr. MacMillan: As far as I know, the 
figure shown here is the correct figure. This 
is the net out of the operating account on the 
steamship services. In respect of the railway 
itself, although it is basically owned by the 
crown the operating results are reflected in 
the company’s accounts. 


Mr. Jamieson: In other words, if you run at 
a loss, shall we say, in the railway freight 
operations, you must find the funds to cover 
that loss from the normal sources. There is no 
special grant or anything of that nature? 
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Mr. MacMillan: That is reflected in the 
$24.4 million deficit of 1966. 


Mr. Jamieson: Do you have a figure, sir, 
that would indicate how much of that $24.4 
million was P.E.I. and how much was New- 
foundland? 


Mr. MacMillan: I really do not know 
whether we have that figure. I do not think I 
have ever seen one. 


Mr. Jamieson: You do not know whether 
you have that. 


Mr. MacMillan: I do not know. 


Mr. Jamieson: It would be interesting if we 
had some indication of just what the percent- 
age was. 


Mr. MacMillan: It is not in my mind. I do 
not think I have seen the figure. With a 
year’s notice, I think we could create the 
figure. 


Mr. Jamieson: From what source are these 
moneys provided to you? Is it all from the 
Maritime Commission, or does it come from 
the Department of Transport estimates? 


Mr. MacMillan: Basically the Department 
of Transport. 


Mr. Jamieson: But probably all of it would 
be handled by the Maritime Transportation 
Commission. 


Mr. MacMillan: They certainly play a ma- 
jor part in it. I have forgotten whether or not 
they determine upon it all, but they do deter- 
mine upon the major part of it, and I could 
inquire if you would like. 


Mr. Jamieson: I would like to have that for 
my own private information; other members 
may be interested in it, but I would like to 
know. 


Mr. MacMillan: We would be very happy 
to do that. 


Mr. Jamieson: I noticed in the film also 
these new passenger ships, the Lief Eiriksson 
and the Patrick Morris. Were these purchased 
by the Government as opposed to the CNR. 


Mr. MacMillan: The Government of Cana- 
da. 


Mr. Jamieson: And you operate them for 
the Government of Canada. 


Mr. MacMillan: Yes, we do. 
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Mr. Jamieson: And any losses on those are 
reflected in the $24.4 million. 


Mr. MacMillan: That is correct. 


Mr. Jamieson: So that in effect then the 
bridge, if you want to call it that, betwee 
North Sydney and Newfoundland is actually 
operated at cost by the CNR. 


Mr. MacMillan: That is correct. 
Mr. Jamieson: Thank you, Mr. Chairman. 


Mr. Cantelon: I was rather intrigued by the 
foregoing discussion because, if I remember 
the transport estimates properly, there was 
something like $13.1 million paid out for the 
ferry services between Newfoundland and the 
mainland. I am just wondering if these are 
not subsidies that the CNR has the use of. 


Mr. MacMillan: I am not sure I understand 
your question, but if we had the use of them, 
they disappeared right away because that is 
the amount of the deficiency. 


Mr. Cantelon: From what you were saying 
to Mr. Jamieson, I gather that you do get 
subsidies from the Department of Transport 
and that these are used for the operation. 
They go into your general fund. 


Mr. MacMillan: Yes. It really works 
reverse. We conduct the operations of ser- 
vices of this nature, and there are severa 
more, in which all of the revenues are credit 
ed to these accounts and all the expenses are 
charged against it and the amount required 
to pay the deficiency is paid to us. 


Mr. Jamieson: I can help you with this, if I 
may. In the terms of union—that is, it is part’ 
of the B.N.A. Act—they were required to 
maintain a freight and passanger steamship 
service between North Sydney, Port aux 
Basques and without going into all the details 
it is provided that this shall not be a rate that | 
is higher than—I guess it is our Crowsnest | 
Pass rate. 


Mr. Cantelon: I am not objecting to it, but! 
the point that I would like to make at thi 
particular time is that he new Railway Bill is © 
supposed to make it possible for every phas 
of transport to operate efficiently and without 
subsidy from the government. Yet here is 2 
case where there is subsidy. 


Mr. MacMillan: 
service, you see. 


But it is a governmen 
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Mr. Cantelon: Oh yes, it is a government 
service. 


Mr. Jamieson: I hate to let this pass— 
The Chairman: It is OK; you are passing it. 


Mr. Jamieson: I was merely going to say 
that there is a difference, however, because 
this is guaranteed in the terms of... 


The Chairman: Your point has been made 
before, thank you. 


Mr. MacMillan, I note on page 8, under the 
subheading Taxes, that one of the reasons for 
increase in taxes is higher property tax, $1 
million for 1966. Have you made an estimate 
of what the increased taxes will be as a 
result of the new Transportation Act, now 
that you are subject to property taxes which 
you were formerly exempt from. 


| _ Mr. MacMillan: Yes, we have. I do not 
have the figure but I can get it for you. 


_ The Chairman: Just an approximation. 


Mr. MacMillan: Do you know what it is, 
Mr. Vaughan? 


__ Mr. Vaughan: $14 to $2 million. 


_ The Chairman: $14 to $2 million in addition 
for 1967? 


Mr. Vaughan: That is right. 


_ Mr, Orlikow: I want to ask a question with 
|Tegard to the statement on page 36. Could 
|you explain the last item, Mr. MacMillan, 
| “Acknowledgement for the antandéa liability 
‘In respect of past service of employees’. It 
has jumped, as I see it, unless I cannot read, 
|about $200 million. Why should that happen 
at this time? I thought that for some time the 
employees and employer had been putting in 
the amount of money required? 


H 


Mr. MacMillan: In summary, that reflects 
the 18 per cent wage increase awarded last 
September. This is a rather complex question. 
Icould ask Mr. Toole to explain it to you in 
greater detail but the actuarial examinations 
‘which are periodically made of the fund were 
brought up to date to reflect the increased 
‘Wages which have to be paid and the result- 
ing figure was in excess of the actual cash 
investments and reserves. It jumped by that 
amount of money. 


Mr. Orlikow: Maybe this is not the time to 
pursue this line of questioning. 


The Chairman: We will get back to that. 
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Mr. Orlikow: May I ask one more question? 
In your film you show a number of 
extensions—new lines to mines and so on; 
what does that do year by year to the debt 
position of CNR? For example, how much did 
it cost to build the line from the point where 
the railway was to Pine Point Mine, where 
does the money come from, what is the debt 
charge on it, and do the revenues meet the 
cost? 


Mr. MacMillan: That railway was built in 
different circumstances. It is not fully com- 
pleted yet. The actual cost is something of the 
order of $75 to $80 million and we could give 
you the current cost if it is important. It was 
done under a Federal Statute and we were 
directed to build the line as the agent of the 
Crown. The Federal Parliament has put up 
all of the funds required for the construction, 
therefore it is not reflected in our interest 
charges at all. 


Mr. Orlikow: So there is $80 million which 
the CNR did not have to put -up but the 
Government of Canada did? 


e (11.30 a.m.) 
Mr. MacMillan: That is correct. 


Mr. Orlikow: Do the revenues which come 
in from the charges which have been paid 
for the freight you move meet not only your 
operating cost but provide enough money for 
the payment of the debt charges on that $80 
million? 


Mr. MacMillan: There are several questions 
there, Mr. Orlikow. The rates on the traffic 
are not specifically set, so far as I know, to 
reflect the interest charges on the construc- 
tion. 

The railway was built as a developmental 
railway to open up part of the north country. 
It has proven much more successful certainly 
than I personally anticipated it would be 
because of the very substantial flow of south- 
bound traffic which has originated at Pine 
Point. There is also traffic originating at vari- 
ous points along the line where new com- 
munities have sprung up. The railway, as a 
railway, is not formally opened for traffic.yet 
because theoretically it is not completed and 
we are still working on different segments of 
it. Until that time has been reached it will be 
put in the category of being a railway subject 
to all the normal tariff arrangements that 
apply to the mainline into Winnipeg, for 
example. It is still operated as a railway 
under construction. 
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Mr. Orlikow: As I understand it, the mine 
at Pine Point is majority-owned, if not 100 
per cent, by the CPR? I would like to know 
whether that mine, on which I am sure the 
CPR is making substantial profit, is carrying 
its share or whether the people of Canada 
either through the CNR or the Government 
of Canada are paying substantial debt 
charges on the $80 million which it cost to 
build that railway? 


Mr. MacMillan: I think I understand your 
question. The answer is that we are exacting 
in freight rates for the movement of this 
traffic as high a rate as we think we can. It 
does make a contribution toward the capital. 
It definitely pays operating expenses and con- 
tributes toward the cost of the capital in- 
volved. 


Mr. Orlikow: Which you pay to the Gov- 
ernment? 


Mr. MacMillan: It goes into the pot really, 
Mr. Orlikow. 


Mr. Orlikow: I suppose for more detail we 
would have to go to the Minister of Transport 
or to the Minister of Finance to see whether 
the interest charges and the carrying charges 
are substantial? 


Mr. MacMillan: I would like to be able to 
tell you that we can give it to you but I do 
not know whether we can. When this railway 
has been fully completed and if it does 
become lodged with the Canadian National 
then I think we would have those figures. But 
at this point in time, by virtue of its still 
being under construction, I am not at all sure 
that they are created and that we would take 
the figures off in that form. 


Mr. Orlikow: When will the railway be 
completed? 


Mr. MacMillan: In the next year or so very 
likely. 


Mr. Orlikow: May I give you notice now 
that when it is completed I would like you to 
be able to answer that question? 


Mr. MacMillan: We will try. 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, in quickly comparing revenue figures of 
the CNR with the CPR I note with some 
satisfaction that the freight revenue per ton- 
mile of the CNR has been around $1.37—$1.35, 
$1.38 and $1.87—which is shown on page 40 
previously referred to, and the CPR show, 
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again for revenue per ton-mile of freight, 
$1.37 in 1965 and now $1.34, so there is a 
very definite comparison and a good one. 


Looking at the passenger services revenue 
per passenger-mile, I see in the case of the 
CNR that the revenue is $3.38 but in the case 
of the CPR it is $3.92, which is a considerable 
difference. Now I appreciate that we went 
into this business of passenger rates and I do 
not wish to get into it now. We criticized the 
CPR, as a matter of fact, for being too high. 
But you are moving quite extensively into 
the passenger field and I feel that we have an 
obligation to ask you what your projections 
are on this. Do you think that there will be 
greater revenue under this passenger service 
per passenger-mile that would bring you up 
more, or what are your anticipations there? 


Mr. MacMillan: I should point out to you 
that the difference in the figures reflects in 
part what we call a difference in mix. In 
other words, we have in our passanger serv- 
ices a number of shorter operations which 
are not performed by the CPR—I think im- 
mediately of Toronto to Windsor and 
Moncton to Saint John which does not have 
services of that nature where in many in- 
stances, the earnings per passenger-mile on 
these services are not quite as high. Their 
mix is pretty largely confined to trans-con- 
tinental passengers. That is my first point. 


Second our objectives, again in the passen- 
ger business, are to maximize the revenue we 
can derive from the services we offer. There 
are minor adjustments going on all the time 
in terms of passenger charges. We try to do 
this in a rather subtle fashion but our objec- 
tive is to get as much revenue from it as we 
can—and I expect that they will grow closer 
together. 


Mr. Bell (Saint John-Albert): In other 
words, you would probably agree that while 
there is a fairly good comparison and compe 
tition between the revenue per ton-mile on 
freight, in so far as passenger comparisons 
and full competition is concerned it is just 
impossible because of the reasons you 
outlined? 


Mr. MacMillan: That is right. 


The Chairman: We will proceed to page 
eight, Freight Services. 


Mr. Jamieson: Mr. Chairman I do not want 
to hold you up but could I ask one final 
question on the Financial? I just want to 
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know what the explanation is for the net 
income from your hotel operations more than 
doubling from 1965 to 1966? 


The Chairman: Let us wait until we reach 
hotels. 


Mr. Jamieson: I thought then you would 
tell me that was a Financial item. 


The Chairman: Let us wait until we reach 
Hotels, Mr. Jamieson. We prefer Freight 
| Services now. I realize there is some overlap- 
| ping but I will use my discretion. 


Mr. Byrne: Mr. MacMillan, I noted from 
your projections that you are doing a consid- 
‘erable amount of piggyback operations. 
Would that be long haul, inter-provincial or 
_intraprovincial? 


Mr. MacMillan: Well, it could be and my 
guess is that it very largely is because if it is 
not considerable distance then we cannot 
offer anything to a highway operator. What 
we have to do in piggyback is provide a 
service over a distance at a rate which is as 
elose as we can make it but under his cost to 
I move the same commodity for the same dis- 
i tance. I think, very largely, they are inter- 
/provincial and there is quite a bit of very 
long haul traffic moved that way. 


Mr. Byrne: Do you anticipate getting into 
household moving? 


Mr. MacMillan: No, not as an agency, We 
do not have any interest in going to a private 
residence and packing someone’s goods and 
chattels, but we do carry by piggyback a very 
substantial volume of household goods which 
have been packed by a trucking company. 


Mr. Byrne: I note that trucking companies 
themselves are doing this. 


| Mr. MacMillan: Yes, _ 


Mr. Byrne: A small operator in one area 
will do the packing and move it to a more 
central area and then the long haul freight 
lines take over. 


Mr. MacMillan: That is right. 


. Mr. Byrne: Do you not think that there 
should be more attention paid to this opera- 
tion not only in household goods but in all 
goods in order to eliminate a lot of this long 
haul traffic on the railways. Could you not 
compete more actively than you are presently 
doing? 
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Mr. MacMillan: Perhaps we could but we 
try to compete actively. If you are talking 
about long haul highway operations and 
transferring it to the railway, we try hard. 
This is the type of business we like to get 
because it is something we can handle well. 
The trailers are delivered to a loading ramp 
and in many instances they are loaded by the 
operator or by people familiar with that 
business, they are locked down on the trailers 
and we carry them to their destination and 
reverse the process. It is a good clean type of 
business and I might say highly competitive. 


@ (11.40 am.) 


Mr. Byrne: Have you any estimate as to 
the cut-off distance in so far as competition is 
concerned. 


Mr. MacMillan: Offhand I will say that we 
cannot compete in distances say under 250 
miles. 


Mr. Byrne: Over that it would be logical to 
have most of the heavy freight on the long 
haul on the rail. 


Mr. MacMillan: It would be desirable. 


Mr. Byrne: What is the reason? Could you 
give us some indication of why it is not 
possible now to move into that area in com- 
petition with the trucks? Have they a special 
privilege? 

Mr. MacMillan: No, no; we compete with 
them, and very aggressively. The real problem 
is that some truckers are not interested in 
piggyback activity. They prefer to move all 
their traffic over the road. Others are piggy- 
back oriented and the vast majority of their 
traffic moves by piggyback. I am sure you 
will realize that there are situations also, in 
which no rail piggyback operation can pro- 
vide the service which can be provided on a 
highway by taking a less circuitous route. We 
have instances of that in Canada. In the 
Okanagan Valley, for example, the rail op- 
portunity from the valley to Vancouver is 
nothing like as great as the highway oppor- 
tunity, because the distance is much shorter, 
much more direct and they cover the distance 
in very substantially less time. Now, in so far 
as competition is concerned, I think the rail- 
ways of Canada are competing with, or for, 
piggyback business as well as they know 
how to do. 


Mr. Byrne: I suggest that the reason the 
truck lines are able to compete and have not 
become oriented to piggyback is that they 
perhaps do not pay their equivalent amount 
of road bed maintenance. Do you think they 
have any advantage in that respect? 
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Mr. MacMillan: I think that is inevitable. 
This is the old story of the arguments be- 
tween railways and highway operators, that 
we provide our own highway and maintain it, 
and they on the other hand are able to use the 
public highways and do not maintain it other 
than through their taxation on fuel and their 
licence fees. 


Mr. Deachman: Mr. Chairman, on page 9 in 
the second sentence of third paragraph it 
says: 

A recent study, for example, indicates 
that an increasing amount of bulk traffic 
such as grain, potash, sulphur and coal 
will be moving through Pacific ports. 


Have you the projection from that study, and 
can you enlarge upon that sentence in your 
report? 


Mr. MacMillan: We have this study but 
unfortunately, we do not have it with us. We 
made projections which go quite some years 
into the future. They arise, very largely, in 
respect of bulk commodities. The first one is 
potash, the second is grain and the third is 
the various ores and coal. I am certain that 
we go into the mid-seventies on the projec- 
tion. I would be delighted to give you this 
part of it but I do not think we have it here. 


Mr. Deachman: You have indicated your 
willingness to let us have this information. If 
there is any way for you to make the figures 
available before the sessions of this commit- 
tee close, you would be doing our people on 
the coast a great service, because this kind of 
information is very vital to us on the coast. 


Mr. MacMillan: Let us try and see if we 
can get it. 


Mr. Deachman: Can you make a try for 
that? 


Mr. MacMillan: Yes, we can. 


Mr. Deachman: Thank you very much. I 
will leave that for now and go to the next 
paragraph in which you speak of delivery of 
new rolling stock. In a general way, what are 
you doing in the way of new rolling stock 
and new equipment to improve grain han- 
dling from the Prairies to the coast? 


Mr. MacMillan: This, as you well know, is 
a complex question in the beginning. There 
are Many components involved in it, some of 
which appertain to the railway side of the 
movement and some do not. Our feeling is 
that some changes are going to have to be 
made, first, at the original collection points, 
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the line elevators in the country. Then, from 
that follows the problem of moving the grain 
from the line elevators to an export position, 

which perhaps is the particular zone in which 
you are interested at the moment. We have 
studied this problem and given a great deal 
of thought to it, and in the fullness of time 
would anticipate that grain will be moved o 
the railway in what we call large covered 
hopper cars, cylindrical cars which will take 
considerably more grain than the present box 
cars. You may or may not know that we have 
experimented in moving grain in the covered 
hopper cars. On two or three occasions we 
have put a number of cars into service and 
loaded them with grain. They create thei 
own problems. In the first place, the car is 
bigger and higher, and we could not put them 
into very many country elevators because the 
spouts were not high enough above the 
ground—there was no clearance to permit 
them to be loaded. 


Then, at the other end of the movement, 
there were only certain elevators which could 
take these large cars and handle them for 
dumping. So, assuming that that is a correct 
analysis of the future of grain handling, we 
know right away that there will have to be 
modifications at the line elevator points. We 
think there should be changes in the concept 
to some extent here too, and also there will 
have to be modifications at the termina 
elevators to accommodate these large cars 
Similarly, they will be very expensive cars 
and we shall have to be able to obtain a 
quick turn around on the cars from the point 
of loading until they can be returned to the 
point of loading, and do it in the minim 
amount of elapsed time. 


Mr. Deachman: This is very interesting. 
From what you tell me, is it correct that the 
problem lies in the development of loading 
facilities and receiving facilities at the ter 
minal rather than with the railway itself? 


Mr. MacMillan: Well, the railway is in the 
middle. 


Mr. Deachman: What kind of liaison 
being developed between your company, the 
elevator companies and the terminals with a 
view to developing these facilities? Is this 
Something that is progressing slowly or is i 
being vigorously pursued with a view to. 
upgrading our grain-handling facilities? 


Mr. MacMillan: We began this two, three 
or four years ago, as I recall, and we began - 
to reach some conclusions of our own. Since 
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that time there have been innumerable dis- 
cussions with the wheat board, the line eleva- 
| tor companies, the pools and the terminal 
elevator operators. At this moment the De- 
partment of Agriculture and the Department 
of Transport, as I recall, are combining to 
have a study made. It is in the throes of 
being done at this time. 


Mr. Deachman: I gather from what you say 
that the pursuit of these objectives is not 
very vigorous at the moment. 


Mr. MacMillan: I would say that I am not 
foo sure it has been very vigorous in the past 
| but I think the pace has accelerated in the 
| last six months. 


Mr. Deachman: Thank you very much. I 
will have some questions later dealing with 
the new bridge and tunnel in Vancouver. I 
see that these are dealt with under Trans- 
portation and Maintenance on page 19, so I 
| am through for the moment. 

Mr. Chatwood: Mr. MacMillan, on your 
trucking part of the freight service I am not 
completely familiar with the criterion you use 
when you decide to move into an area and 
| truck freight. Is your basis generally the idea 
‘that as you are bringing it part way by rail 
you will bring it right to the consumer, or do 
‘you find an area where a trucking service 
‘could be set up and a profit made if you 
move in? What is the basis for setting up a 
truck service? 


Mr. MacMillan: The basis is to improve the 
‘Service to the customer, and it takes a differ- 


| 


ent form in different parts of the country. 


Mr. Chaitwood: At the same time, would you 

go into a given area knowing that you are 

going to lose money? 

} 
Mr. MacMillan: Oh, no, we would not do 

that intentionally. 


Mr. Chatwood: So generally, if the service 
Was required and you felt that you could 
Provide it you would put in the truck service. 
Is that right? 


_ Mr. MacMillan: Well, I think that is a little 
‘too broad. You see, we have certain restraints 
‘upon us. If we are going into a full blown 
highway operation then we have to do it 
‘pursuant to rights obtained from the prov- 
ince. If, on the other hand, we are delivering 
freight by highway which has originated on 
the railway, then we argue that we are 
entitled to do that under our Federal Charter. 
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Mr. Chatwood: That is all I have, Mr. 
Chairman. 


Mr. Pascoe: Mr. Chairman, Mr. MacMillan 
answered some of my questions on grain 
handling. Is it fair to suggest that your com- 
ments in the master plan of collecting grain 
are along the line of the former CNR presi- 
dent, Mr. Gordon, and would you say this is 
the same plan? 


Mr. MacMillan: Yes, but there have been 
so many of these plans discussed from time to 
time that I would not like to endorse any in 
broad generality. What I explained was that 
these are the problem areas and, so far as the 
rail side of it is concerned, we think we know 
how to do our part of it. 


Mr. Pascoe: Well, if I could just follow this 
up, Mr. Chairman, with a more local ques- 
tion, I would think from Mr. MacMillan’s 
remarks that he envisaged grain moving into 
larger elevators to be collected by the rail- 
ways. Would the CNR have running rights to 
collect grain at the Canadian government 
elevator at Moose Jaw on the CPR main line? 


Mr. MacMillan: Do you mean the Govern- 
ment elevator at Moose Jaw? 


Mr. Pascoe: Yes, right on the CPR line. 
Mr. MacMillan: No, we do not have rights. 


Mr. Pascoe: You would not be able to 
collect that grain? 


Mr. MacMillan: No. 


Mr. Pascoe: On page 8 you referred to the 
movement of grain being increased by 8.2 per 
cent over what was moved in 1965. Would 
you say this was because you had more 
equipment, more box cars, or better utiliza- 
tion of what you had and faster unloading? 


Mr. MacMillan: Well, there was more 
moved. I think it really reflected the orders 
which we were given to move grain, and we 
have always done our level best to move it. 
There was a very heavy movement. Of course 
it is also indicative of the fact that we use 
the best methods known to us to move the 
grain. 


Mr. Pascoe: On page 9 you refer to 20 new 
locomotives at 2,400 horsepower and 10 of 
3,000 horsepower. Is there any limit to the 
power? Could you go higher than 3,000? 
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Mr. MacMillan: We think they can go high- 
er than 3,000 but there are practical limits to 
it which flow from the draw bar—the connec- 
tions between the cars as they go along, and 
we reach a point in the fullness of time when 


there is also not enough strength in the 
couplers. 
Mr. Pascoe: Do the 3,000 horsepower 


locomotives weigh much more than 2,400 
horsepower locomotives? 


Mr. MacMillan: Not appreciably, no. 


Mr. Pascoe: So the same rails would carry 
them. There is quite a lot of talk about 
moving solids by pipe line; is your company 
keeping abreast of this? 


Mr. MacMillan: Yes, I think we are. We 
have had a very great interest in solids pipe 
lines for some years now. We have people in 
constant contact with all the developments in 
this field. As you may know, at the Univer- 
sity of Alberta a research program has been 
going on for some time and we are one of a 
small number of companies which have ac- 
tively supported it throughout. Although 
there are technical problems involved in it, 
we feel that in the fullness of time solids pipe 
lines will become very important. 


Mr. Pascoe: Solids such as what? 


Mr. MacMillan: You see, at the moment it 
is quite possible to move solids in a pipe line 
in what is called a slurry—in a liquid such as 
water, or presumably in oil. It is a kind of a 
flotation process. But, this by definition does 
not provide an acceptable medium for potash 
or, for that matter, grain. A technique has 
not been developed yet. 


The Chairman: I had a very interesting 
query whether or not potatoes could be 
moved by pipe line, say, from Prince Edward 
Island to the mainland last night. 


Mr. MacMillan: They could, but it would 
be potato soup on arrival. 


Mr. Horner (Acadia): I notice from page 9 
that this last year you purchased a great deal 
more equipment, both in rolling stock and 
locomotives. What can one derive from this? 
Surely you do not purchase that much new 
equipment every year? 


Mr. MacMillan: Well, we have bought 
more, Mr. Horner, but not all that much 
more. If you have in mind particularly the 
3,991 pieces of freight equipment, that is not 
such a substantial amount. We have about 
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110,000 pieces of freight equipment; of that 
number a certain percentage becomes ob- 
solete, are wrecked and have just worn them- 
selves out. We are replacing the equipment 
retirements with these specialized types. We 
bought more power, more locomotives than 
we have for some time. 


Mr. Horner (Acadia): You mentioned giving 
a great deal of thought to a new car to 
handle grain. Have you given any thought to 
a new car for hauling livestock? 


Mr. MacMillan: Yes, we have. We have two 
or three experimental cars in service right 
now. 


Mr. Horner (Acadia): Larger, or double 
deckers? 

Mr. MacMillan: Yes. 

Mr. Horner (Acadia): Do you feel these 


should bring about a reduction in rates? 


Mr. MacMillan: We hope it will bring 
about an increase in revenue. 


Mr. Horner (Acadia): Of these 3,991 ne 
pieces, would any be livestock cars? 


Mr. MacMillan: Yes, two or three. 


Horner (Acadia): 


Could one assum 


ing as much again as you did this last year. 
Mr. MacMillan: In every likelihood, yes. 


Mr. Horner (Acadia): In rolling stock bu 
not locomotives? 7 


Mr. MacMillan: Yes, perhaps so. This is a 
specialized equipment. I meant to explai 
that it comes out in the form of speci 


hopper cars, special box cars and things o 
that nature. 


Mr. Horner (Acadia): I notice on the nex 


1966. The standard question here is: can w 
assume that each trucking company operate 
at a profit? 


Mr. MacMillan: No, I do not think you ca 
assume that. The $1.4 is the total. 


Mr. Horner (Acadia): Then actually som 
of your trucking companies did operate at 
loss? 


Mr. MacMillan: Oh, no; I think that is a 
incorrect assumption. 
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Mr. Horner (Acadia): I asked first, could 
we assume that each trucking company oper- 
ated at a profit, and you said no, we could 


not assume that. Then I said it follows that 
| some of them operated at a loss, and you said 


that is an incorrect assumption. 


Mr. MacMillan: I think that is correct, but 


_the answer is that in several instances it has 


been more convenient for a given one of 
these companies to become really the chosen 


/ instrument and to use the names and the 
_ franchises of another one to make for a more 


economical operation. The result of it is that 


| one company might be said to have benefited 
} at the expense of the other; 
' over-all consideration, when we put them all 
| together, there is a profit of $1.4 million. 


but in the 


€12.05°pan.) 


Mr. Horner (Acadia): Yes, but from time to 
time complaints arise from various parts of 


Canada that the CNR, through its vast re- 
| sources, its vast financial assets, is in a posi- 
| tion to buy out a trucking company. I notice 
| that you have purchased another trucking 
| company and have operated it at a loss or on 
a very small margin. By operating in this 
| manner are you not a dangerous competitor 
/ of the privately-owned trucking companies. 


Mr. MacMillan: That is not our intention. 


| That has been stated on different occasions 
but it has never been proven. We operate 
| under the same controls as does any other 


trucking company, and we conform, fully to 


_ the control of the provincial regulatory tribu- 
nal. We do not operate anything at a loss that 
_we can avoid. 


Mr. Horner (Acadia): I notice that you 
have purchased a new trucking company in 


British Columbia. How many such companies 


does the CNR now own? 


Mr. Vaughan: They are listed at the back 


of the report, Mr. Horner. There are nine 


altogether, 
man and Co. Limited. 


including the new one, D. Chap- 


An hon. Member: Where does that one 


operate? 


Mr. MacMillan: It is based in the Okana- 
gan Valley. 


Mr. Vaughan: The names are listed on page 


| 26 of the report. 


Mr. Horner (Acadia): Is there any par- 


| ticular reason for, or any particular signifi- 
cance in the purchase of an additional truck- 
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ing firm? In other words, are you involving 
yourself more and more in trucking, or was 
this a particularly good purchase financially? 


Mr. MacMillan: We thought it was; but, 
more important than that, Mr. Horner, it 
cured the situation to which I referred a 
moment or two ago when I said that no 
railway can compete effectively between 
Vancouver and the Okanagan Valley; they 
have to go to the highway. Our customers in 
that part of the country were entitled to 
much better service than we could give them 
on the railway. 


Mr. Horner (Acadia): You felt morally obli- 
gated to give them a better service, so you 
went into the trucking business? 


Mr. MacMillan: We made an improvement 
in the service that we were able to provide. 


Mr. Horner (Acadia): Assuming that to be 
your position, there are a great many other 
areas in Canada that are not getting really 
good service from the rail lines. You could 
buy out the trucking firms in those areas and 
give them better service there, too. 

Mr. MacMillan: That may be so, in some 
cases. 


Mr. Orlikow: I would like to refer to page 
9 where you report that you bought 30 new 
diesel locomotives last year and that this 
coming year you propose to buy another 35 
which haul twice the tonnage of the older 
diesels. Is it proposed to increase the number 
of freight cars pulled by the locomotives? Is 
that what you mean? 


Mr. MacMillan: That is not our intention. 
At the moment we have trains on which we 
use two locomotives—two units, as we call 
them. These could each be 1,500 hp. units, so 
that there is a total power potential of 3,000 
hp. on that train. A single 3,000 hp. unit 
would be used in substitution for the two 
units now in service. 


Mr. Orlikow: It will not mean an increase 
in the number of cars hauled? 


Mr. MacMillan: No, not necessarily. It is 
just the providing of power in the trains on 
what we think is a more economical basis. 


Mr. Orlikow: But in the last 10 years there 
has been a pretty substantial increase in the 
number of cars being used? 


Mr. MacMillan: Yes. 
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Mr. Orlikow: Approximately what would 
that increase be? 


Mr. MacMillan: If you mean per train, we 
have that figure somewhere. We also have the 
figure for tonnage per train. On page 39, Mr. 
Orlikow, you will see some statistics listed, 
cars per train—loaded, cars per train—empty, 
and so on. You must bear in mind that these 
are general averages. They might seem low, I 
suppose, in some respects, but also bear in 
mind the 109 pieces of equipment and the 
thousands of trains that are running. This is 
just a general average to bring out a statistic. 


Mr. Orlikow: What would be the average, 
let us say, when you are moving grain? I 
notice they are moving now to Winnipeg. 
What would be the average number of cars, 
say, from Winnipeg to the Lakehead? 


Mr. MacMillan: It is rather difficult to give 
an average, but I can tell you that we did an 
experiment once in which we pulled a train 
of grain two miles long. We thought this 
might be of advantage in the future, but we 
got into so much _ difficulty with the 
municipalities on level crossings that we had 
to discontinue it. 


Mr. Orlikow: You probably received some 
complaints from me. 


Mr. MacMillan: Yes, we did; because al- 
though the train was in motion the traffic was 
blocked for quite a long time. 

We move grain in 100-car trains and some- 
times as high as 150-car trains, depending on 
the railway over which it has to pass. 


Mr. Orlikow: That would be at least one- 
third longer than they were, say, 10 years 
ago? 


Mr. MacMillan: Yes, much longer. 


Mr. Orlikow: What does this mean in terms 
of the number of people working the train? 
Would it be the same now as it was 10 years 
ago? 


Mr. MacMillan: Yes, that is right. 


Mr. Orlikow: Therefore, there has been a 
reduction in staff in relation to the number of 
cars or the tons of freight moved? 


Mr. MacMillan: That is the result; but we 
like to think of it as an increase in produc- 
tivity. 


Mr. Orlikow: I am not objecting; I just 
want to get it on the record, Mr. Chairman, 
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because we still hear talk about feather bed- 
ding, as it is called. I suppose that the 3900 
pieces of special equipment that were ordered 
last year will have the same effect? These 
will enable you to move more tonnage at less 
cost? 


Mr. MacMilian: Yes. 


Mr. Orlikow: This may not be the right 
place to ask this question because there are 
also people working in passenger service and 
so on, but what has happened, say in the past 
10 years, to the number of employees who 
work primarily in moving freight? Is the 
number up or is it down? 


Mr. MacMillan: I would not expect that 
there is very much variation in the number 
employed on the trains. If we were to count 
everyone associated with the movement of 
freight the number is probably down, but 
that is really a horseback guess. The number 
of people working on passenger trains is up. 


Mr. Orlikow: You estimate that the number 
of people running the freight trains has de- 
creased during the last 10 years? 


Mr. MacMillan: No; my guess is that the 
number of people actively engaged in train 
operations is about the same, because we 
have provided more trains; and that the 
number of people engaged in the collection of 
freight and the delivery of it and in matters 
of that kind, is lower than it was 10 year 
ago. 


Mr. Orlikow: What has been the increase in 
the tonnage moved? 


Mr. MacMillan: The tonnage may be up 
over the last 10 years. I do not know. 


Mr. Vaughan: If you will look at page 40 
you will see various statistics about freight 
revenue ton miles and freight revenue pe 
ton mile. 


Mr. MacMillan: Yes; you will notice that i 
1956, for example, we had 41,935,000 ton 
miles, and then in 1966 we had 49,643,000; s 
we are up approximately 7.5 million to. 
miles. 


Mr. Orlikow: Do you have a figure for the 
cost of moving a ton of freight a mile? 


Mr. MacMillan: No; do not have it, if w 
did and we would not like to produce i 
because every shipper of freight in Canad 
would like to know how much it costs us t 
move a ton of freight. 
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Mr. Orlikow: I will not press you on that. 
Do you have a figure on the cost of labour for 


moving a ton mile? 


Mr. MacMillan: That is the same question. 


Mr. Orlikow: No, because there are many 


factors involved. 


Mr. MacMillan: Because the overall ques- 


| tion involves costs I would prefer not to give 
that figure. 


Mr. Sherman: I take it, sir, that you foresee 


/ a continuing improvement in the railway’s 
financial position in 1967? 


Mr. MacMillan: That is our hope. 


Mr. Sherman: Could you cite two or three 


main factors, already manifest in your opera- 
| tions, which lead you to conclude that this is 
| a valid and legitimate hope? 


The Chairman: Are you _ referring to 


| freight, sir? 


Mr. Sherman: Yes. 


Mr. MacMillan: There is nothing that I can 


| think of, at the moment, that in itself is of 
} very great significance. It is really the sum of 
| avery substantial number of smaller things. 


For example, in Winnipeg there is the 


-hump yard at Symington which has been in 
operation for a couple of years. This is a very 
‘large automated plant and as is common to 


all things of that nature we do not reap the 
greatest economies the day we push the but- 
it into operation. There are 


‘improvements flowing from that and when 
| we multiply these throughout the system we 


_are encouraged to think that in the future it 
| will cost us less to do a given volume of 
business. 


Mr. Sherman: Sir, do plans for, and projec- 
tions of, the abandonment of certain branch 
lines have any great significance in this fore- 


east? 


Mr. MacMillan: They are of significance, 


but, again, it would be difficult to say how 


much. 


Mr. Sherman: I ask my next question at 


the risk of being ruled out of order by the 
Chairman. I do not see anywhere in the 
Teport—unless I 
completely—any reference to projected aban- 


have missed it 


donments of certain selected branch lines in 
the West. 
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Mr. Vaughan: This report, Mr. Sherman, 
was, of course, written covering the year 
1966, and the National Transportation Act, 
then Bill C-231, was still in the committee 
stage and being discussed in Parliament. 
Therefore, we did not think it appropriate to 
mention that in this report. 


Mr. Sherman: I accept that, sir, but on that 
basis, I ask the Chairman’s indulgence in my 
pursuing this line of questioning. 


The Chairman: Mr. Sherman, Mr. Kor- 
chinski is not a Member of the Committee 
but he is also interested in a certain branch 
line abandonment. I pointed out to him that 
the railways deait with branch line construc- 
tion on page 20. Perhaps you would raise 
your question then. It is an important ques- 
tion, but I think it could be left until we are 
discussing branch lines. 


Mr. Sherman: All right; and perhaps you 
will give me the opportunity to participate 
then. 


The Chairman: I will. 
Mr. Sherman: Thank you. 


Mr. Bell (Saint John-Albert): May I ask a 
question on containerization? I think it would 
be appropriate here? It is in the context that 
most of the major ports in Canada have been 
told that they should start moving towards 
this system there is, of course a tremendous 
investment in the port aspect of containeriza- 
tion. Where do you feel that your responsibili- 
ty begins and ends in this? How far have you 
gone? What are the problems when the con- 
tainers are delivered at ship side? What do 
you foresee in this, particularly within the 
narrow context that I have mentioned? 


Mr. MacMillan: We are very conscious of 
containerization. We inaugurated probably one 
of the first systems in North America, if not 
the first, in the movement of traffic from the 
mainland to Newfoundland. That is where we 
received our initial experience in it. Since 
then we have been implementing our con- 
tainerization program and proceeding with it 
very quickly. 


You may recall that we showed some con- 
tainers in the film. The great advantage of 
the container is the elimination of the multi- 
ple handling of various commodities; once 
they are put into the container it is only a 
question of handling the container. We think 
this system will grow. We think this is a most 
important part of our business and we have 
an active organization dealing with it. 
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We have a program to buy more containers 
and more of the specialized flat-cars to han- 
dle them as well as the flat-bedded trucks to 
do the distribution. 

In the fullness of time we also visualize 
transoceanic container operations. This is 
very popular in the North Sea, as you know. 
I think it is at Rotterdam that they have a 
very extensive containerization program. 


Mr. Jamieson: May I ask a question? 


The Chairman: I do not think Mr. Bell has 
finished. 


Mr. Jamieson: My question deals with the 
subject raised by Mr. Bell. 


You mentioned the Newfoundland service. 
First of all, have the results of containeriza- 
tion been to your satisfaction and, secondly, 
will the introduction of the rail car ferry 
make any substantial difference in the use of 
this container system? 


Mr. MacMillan: I do not think it will, Mr. 
Jamieson. I think we will continue to use 
containers in appropriate areas. 


Mr. Jamieson: In other words, you, put the 
containers in the freight car and then move 
the freight car? 


Mr. MacMillan: That is right; or put them 
on flat-cars. 


Mr. Rock: May I ask a short supplementary 
question on the specifications for these con- 
tainers? Are there in existence any federal 
regulations governing their make-up? 


Mr. MacMillan: You mean the 
construction of them? 


physical 


Mr. Rock: Yes; in other words, so that they 
will all be made in the same way. 


Mr. MacMillan: No; there are no specifica- 
tions of which I am aware. 


Mr. Rock: Do you feel that there should be 
such a federal regulation so that these con- 
tainers can be used in any area of Canada 
and possibly in Europe? 


The Chairman: You should speak to the 
Registrar General about that, Mr. Rock. 


Mr. Rock: This is important to the CNR. 


Mr. MacMillan: One of the problems that 
will immediately arise if containerization ad- 
vances and I think it will, is that we will get 
into international movements, both across the 
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border to the south and in international ship- 
ping. Standardization by some federal agency 
would not, perhaps, solve the problem. I 
think that merits of design will bring about a 
degree of standardization. 


Mr. Bell (Saint John-Albert): Can you give 
us any further figures on the new equipment 
for next year? The honourable Member from 
Pictou wanted to be sure that this questio 
was asked. He always likes to know what you 
have in mind. 


Mr. MacMillan: For 1967? 
Mr. Bell (Saint John-Albert): Yes. 


Mr. MacMillan: Yes, we have those figures 
in the budget. There is quite a comprehensive 
list. 


Mr. Bell (Saint John-Albert): I think he 
wanted to know where the equipment would 
be— 


Mr. Vaughan: He really wanted to know 
whether Trenton had some orders. 


Mr. Bell (Saint John-Albert): Exactly; as a 
Nova Scotian, Mr. Vaughan will know what I 
mean. 


Mr. Vaughan: I will look that up for you. 


The Chairman: We are now dealing with 
passenger services. During our hearing of the 
CPR we dealt at some length with the CNR 
passenger services. 


Mr. O’Keefe’s is the first name on my list. 


Mr. O’Keefe: Mr. MacMillan. As, I am sure, 
did the other Members of the Committee, I 
thoroughly enjoyed, and was impressed by 
your presentation. Certainly it reflected 
progress, imagination and confidence in this 
Centennial year. Of course, I particularl 
enjoyed the references to my own province. 
We in Newfoundland, as you know... 


The Chairman: Mr. O’Keefe, we do no 
want any statement; we want questions on 
passenger services. We are happy to kno 
that you represent a riding in the great 
Province of Newfoundland. It will have pas- 
senger problems, too, I am sure. But would 
you please get to your questions. 


Mr. O'Keefe: Sir, we have had a passenge 
service for nearly 100 years. Do you not agre 
that this year is a particularly unfortunate 
one in which to announce, as you did, tha 
the passenger rail service is to be abandone 
and buses substituted? Would you not agree 
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that this is a retrograde step, remembering 
that this is also Centennial year in New- 
foundland? 


@ (12.25 pm.) 


_ Mr. MacMillan: You are underlining a diffi- 
| culty that we always have. If we give a great 
| deal of notice of our plans, we are really 
| criticized for having done so; and if we do 
not give much notice we are criticized for 
that also. All we have said to date about the 
| Newfoundland operation is that it is our 
‘intention to apply for a highway franchise to 
operate a bus service; and if it is granted 
| then we shall apply for abandonment of the 
rail passenger service. 


In the first place there are two very large 
“ifs” there. One is that we have to be given 
‘the highway franchise, and the second is that 
we have to be permitted to terminate the rail 
passenger service. 


We never did contemplate doing it in 
Centennial year; it was postponed until next 
‘year. We did not think it would come into 
effect next year, and from a selfish point of 
view we would have very much preferred to 
have continued with our planning and finalize 
it shortly before the effective date. However, 
I can assure you that we would have been 
jumped upon from a great height if we had 
left it until then. What we have tried to do is 
‘to give as much notice in advance, variation 
vand discussion as are possible. 


Mr. O’Keefe: Did you not say that there 
would be 150 to 200 men unemployed when 
this changeover took place? 


Mr. MacMillan: I do not think I, or anyone 
on our behalf, has said that any specific 
Mumber of men will be unemployed. It 
becomes a question of doing our best to 
Telocate them. Today we have no employees 
engaged in any highway operation in New- 
foundland. Therefore, we shall have to train 
drivers and mechanical and maintenance per- 
sonnel, and obviously the place for us to 
begin is with our own employees. 


Similarly, in the period which elapses from 
the day we first start to talk about this 
publicly until it becomes effective there will 
be many opportunities for these people to 
transfer and stay in the employment of the 
company, or come to the mainland if they so 
Wish. 


Mr. O’Keefe: In making the decision to 
abandon the passenger service, did you con- 
sider the possibility of the short haul since 
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this train is running from St. John’s to 
Corner Brook? Would that be just as un- 
economical? 


Mr. MacMillan: No; they are better than 
long hauls. 


Mr. O’Keefe: Before you made the decision 
did you also consider the possibility of using 
new and more luxurious equipment as you 
have in other areas of Canada? 


Mr. MacMillan: Yes, we have thought 
about that, but our travel statistics do not 
indicate that there is sufficient density of 
travel to make it reasonably practical to do 
it, 

Mr. O’Keefe: You have thought about it. 
Have you done anything about it? 


Mr. MacMillan: We have thought about it, 
yes. We really think we can give a better 
service by highway than we could by rail. 


Mr. O'Keefe: What happens in winter? 


Mr. MacMillan: We will still give a better 
service. 


Mr. O’Keefe: That is all for now, Mr. 
Chairman. 


Mr. Pascoe: Mr. Chairman, I got my ques- 
tion across fairly well on passenger service, 
but on page 11 it is stated: 

In areas where rail passenger service is 
clearly uneconomic the Company’s objec- 
tive requires that it be discontinued... 


Does that mean “uneconomic” in the sense of 
a straight dollar and cents assessment, or do 
you not think that the railway owes some- 
thing to the community and should provide a 
service? 


Mr. MacMillan: No; I think that is directly 
pursuant to the legislation. 


Mr. Pascoe: Straight dollars and cents. 


Mr. MacMillan: The legislation provided 
that where a service was uneconomic then 
the railway was under a _ responsibility—I 
have forgotten the exact wording—to apply 
either for abandonment or for a_ subsidy 
representing 80 per cent of the loss. 


Mr. Pascoe: I am now talking about service 
to the community and this question has been 
asked previously: Would there be a possibility 
of communities operating a rail liner feeder 
service to the main points of the CNR, and 
would they be allowed to run over your lines? 
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Mr. MacMillan: No, they would not; but if 
the proper circumstances prevailed we would 
run the rail liner at their expense. We would 
be quite open to discussions directed to com- 
munities being given all the revenues flowing 
from such an operation and paying all the 
expenses. 


Mr. Pascoe: Would you have rail liners 
available for that? 


Mr. MacMillan: It depends; we have 48 of 
them now, I think, and they are all in active 
service. 


Mr. Pascoe: I just want to commend the 
CNR again for the positive approach of assur- 
ing us that by giving good service they can 
increase passenger travel. 


Mr. Rock: At the outset, I would like to 
take this opportunity of congratulating your 
officers for making the research effort first 
into the Rapido and then into the turbo-jet. 


Where will the turbo-jets be in service? 


Mr. MacMillan: In the initial stages, with 
the equipment available to us, we plan to 
operate between Montreal and Toronto. This 
is where the great density of travel exists. 


Mr. Rock: If that is a success have you any 
intention of having this service between 
Montreal and Ottawa? 


Mr. MacMillan: Yes, I think that is a very 
real possibility. 


Mr. Rock: Let us consider the commuter 
service, particularly in the northern part of 
Montreal, from say, Pierrefonds and Roxboro. 
I have asked this question in the past. How- 
ever, now that your research has resulted in 
rapid trains I would ask if you have any 
intention of considering a commuter service 
over a longer distance so that it would be 
possible for labour in areas such as Ottawa 
to get to Montreal. With this new develop- 
ment there is no reason for a person from 
Ottawa spending the evening in Montreal if 
he has to do some business there. He could 
use one of these fast trains. In addition, people 
could possibly travel from Ottawa to work in 
Montreal, or from Valleyfield to Hull. 


Mobility of labour is needed these days and 
advantage should be taken of the high speeds 
resulting from your research. 


What are your thoughts on speed as it 
applies to commuter service on long distance 
hauls in the future? 


Transport and Communications 


June 22, 1967 


Mr. MacMillan: This, again, becomes a 
question of density of movement. What is 
very important in a problem of this kind is 
the two way movement. The great advantage 
of the Toronto-Montreal service is that there 
is a similar volume moving between Montreal 
and Toronto and between Toronto and 
Montreal in the reverse direction. 


The commuter business is difficult, as you 
know, because it represents an enormous 
surge in the morning inbound and then the 
reverse of that in the evening. It is a ve 
difficult service to perform economically. 


Mr. Rock: Mr. MacMillan, your company 
seems to be very interested in research into 
faster trains. Have you given any thought to 
the monorail? Have you also been investigat- 
ing that as a possibility? 


Mr. MacMillan: Oh, yes. We have been 
investigating monorails for years now. We 
have comprehensively examined every mono- 
rail that I know of in the world. We have had 
a look at them and tried to determine wheth 
er or not they would fit into our pattern. That 
may come about some time, but at the mo 
ment we believe that the indicated course of 
action is on our own rails because we have 
them. 


However, it is quite wrong to shut one’s 
eyes to the possibilities of the monorail or the 
minirail such as we have at Expo, or the 
hovercraft. Something is going to happen 
with these forms of rapid transit and we plan 
to be au fait of everything that goes on. 


The Chairman: Mr. Deachman, you are 


next. 


Mr. Deachman: Mr. MacMillan, I under 
stand that the introduction of the turbo is 
being long delayed. Could you tell us what 
the problems are and when you hope to 
overcome them? 


Mr. MacMillan: It really is not our prob-= 
lem; it is the problem of the manufacture 
You are correct in your statement that they 
are going to be delayed. Our original hopes 
were to inaugurate the service sometime dur- 
ing the mid-summer, perhaps in the middle 
of July, but it is not going to be possible to 
do that now. The prototype of the equipment 
will not be operating until about that time. I 
will be mechanicalty complete, but with noth 
ing done inside at all. 


It has to undergo testing by the designers 
and the manufacturers, and they think that 
will take about six weeks. At the conclusion 
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of their testing we will be given the first set 
and we will have to test it, because our 
requirements and those for which they test it 
may not be exactly the same. Therefore, the 
probabilities are that we will not have a fully 
completed train under test until late in 
September. 


We are hopeful that at the timetable 
change date, which is at the end of October, 
we shall be able to put them into revenue 
service. Prior to that date, when any 
modifications that we think are required have 
been made, it is our present intention to take 
one out on the line and show it to the people 
of Canada. In the course of this, we would 
like to bring it to Ottawa so that members 
“may have a ride in it. This would be well in 
advance of the first paying passengers being 
accommodated. 


' Mr. Deachman: How is this delay going to 
affect your revenue? You must have an- 
ticipated a great deal of revenue during the 
course of Expo, which you are now going to 
lose. Is this in any way related to penalty 
clauses with the manufacturer? 


_ Mr. MacMillan: Yes, the delay has had an 
impact on our revenues. We have had to take 
remedial action. A few evenings ago we 
‘inaugurated another daily Rapido, which we 
are calling the “Expo Extra”, between To- 
ronto and Montreal and that will give us 
three high-speed trains between Toronto and 
Montreal a day. We are trying in this way, to 
take up the slack. 


When we had the new turbos in service it 
was our intention to remove some of the 
| conventional trains, and we will not be able 
|to do that; we will have to maintain them 
throughout and do our best to cope with the 
demands which are upon us. 


Mr. Schreyer: Mr. MacMillan, you said that 
had you received delivery from the manufac- 
turer on time you would have removed some 
of the conventional trains. What would have 
been done with them? 


Mr. MacMillan: They are continuing to 
Operate. 
| Mr. Schreyer: Yes, I understand; but I 


believe you said that had you received deliv- 
ery on time you would have removed from 
service some of the conventional trains. What 
would you have done with them? 


Mr. MacMillan: We would have put the 
equipment into service elsewhere in Canada. 


Transport and Communications 4l 


Mr. Schreyer: But as it happens, they are 
continuing in service on the old run? 


Mr. MacMillan: That is correct. 


Mr. Schreyer: That raises the question 
whether it was an economical proposition to 
divert, or to remove completely from service, 
certain units just to make way for the 
Rapido. 


Mr. MacMillan: Had we been able to do 
that we could easily have used this equip- 
ment in other service, or in special move- 
ments. 


One of our problems is that there are 
substantial numbers of special parties going 
to Expo, and some time ago we were able to 
make commitments to move them. As far ask 
know, we have discharged every commitment 
up until now. However, there were other 
movements which we would have liked to 
have been able to assume, and we would 
have used this equipment for that and for the 
purpose of adding a car here and a car there 
to existing services. We are having to use our 
ingenuity, and to a very real extent we are 
going to be handicapped by not having ob- 
tained these new trains. 


Mr. Schreyer: Simply because of a shortage 
of equipment arising from this unforeseen 
delay? 


Mr. MacMillan: That is right. 
An hon. Member: And a greater demand. 


Mr. Schreyer: Mr. Chairman, my other 
question relates to public relations on the 
part of the CNR. I do not know if this is the 
appropriate time... 


The Chairman: Perhaps we could leave 


that until we are dealing with labour rela- 
tions. 


Mr. Schreyer: No; it has nothing to do with 
labour relations. 


The Chairman: Has it to do with public 
relations? 


Mr. Schreyer: Perhaps I could put it now. 


For the past decade and more, as a result 
of new railway technology your trains have 
been becoming longer and longer. This has 
had some direct effect on the motoring public 
using arterial streets, trunk highways and so 
on. In some areas the moving and shunting of 
trains and the making up of them on the 
outskirts of cities and railway stations have 
caused tie-ups of a considerably longer time 
than was the case in the 1940’s or the 1950’s. 
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I believe there are regulations under the 
Transport Act which limit the amount of 
time that a railway can block an arterial 
street or trunk highway. 

I do not suppose anyone is really forcing 
this as an issue, but is this a problem in some 
metropolitan areas and cities across the coun- 
try? I know it is in eastern Winnipeg. 


The Chairman: In Hamilton, 
Schreyer. 


Mr. MacMillan: There is a provision in the 
Railway Act which limits to 5 minutes, I 
think, the time that a train can block a 
crossing. If that is exceeded we are liable to a 
penalty. It might surprise you to know that 
this is exacted periodically. We are sum- 
moned and we have to pay the fine. It is a 
very real problem. That is what I was refer- 
ring to when I said that experimentally we 
ran a train of grain two miles long. We 
blocked all the crossings in Western Canada 
and we did not do it again. So we have a real 
problem in trying to make up our trains and 
move the traffic and, unfortunately, we are 
not always able to do this at times of day 
when the public does not need the crossings 
too. So there are these problems. 


Mr. Schreyer: Do you find that the railway 
is, as a result, involved in more and more 
actual litigation with municipalities? 


@ (12.45 p.m.) 


Mr. MacMillan: Oh no. I do not think so. I 
think most people are annoyed but under- 
standing of it. I am annoyed sometimes my- 
self; I want to get across a crossing and I 
cannot. It is annoying; there is no doubt 
about that. We cannot do much about it. 


too, Mr. 


Mr. Schreyer: Are discussions taking place 
with a view to increasing the number of 
overpasses and so on? 


Mr. MacMillan: Yes, they are going on all 
the time. 


The Chairman: Gentlemen, that completes 
Passenger Services. It was my intention to 
adjourn at one o’clock but could we turn to 
page 20 and deal with this branch line mat- 
ter. I know that Mr. Korchinski and Mr. 
Sherman have questions. I understand there 
is a ready answer available for branch line 
abandonment. Mr. Korchinski would you like 
to proceed. 


Mr. Korchinski: I wish that it was as 
simple as your giving me a fast answer. 
However, I have a few questions on one 


June 22, 1967 


particular problem with which I think Mr. 
MacMillan is quite familiar. I have had con- 
siderable correspondence with the Depart- 
ment; I have copies of telegrams which Mr. 
Toulmin sent out to the Board of Trade, and 
this might take a little time. 


With your permission, Mr. Chairman, I 
would like to deal with the specific problem 
of branch line abandonment by, I think, ero- 
sion in a sense. 


The Chairman: Perhaps you could just ask 
the witnesses questions on the area involved 
and they can explain the situation. Although 
we are not dealing with branch line abandon- 
ment as such now, I understand that the 
CNR, is going to follow the new statute 
regulations. It was not my intention that we 
should get into an hour-long discussion on 
one particular problem at this time because 
we have dealt with this matter very thor- 
oughly when dealing with the national 
Transport Act. Perhaps you could just bring 
your particular case to the attention of Mr. 
MacMillan and he could discuss it with you. I 
do not think we require any background. 


Mr. Korchinski: Mr. Chairman, this prob- 
lem originated only within the last month. I 
want to just give you very briefly an indica- 
tion why this problem has arisen. I think this 
is a very convenient time to put my questions 
to Mr. MacMillan because he is now before 
the Transport Committee. If he is in a posi- 
tion to give answers now it could save a lot 
of time, as well as grief in the community. 


Specifically, the problem is that the bridge 
burned down and the railway, up until now, 
apparently has not decided to rebuild the 
bridge or a trestle. I understand that the 
railways have decided to conduct studies. 
What is the purpose of the particular study t 
be conducted at Chelan Subdivision just out 
of Porcupine? I was hoping to be able to 
speak to them privately before I brought this 
up but if they are prepared to answer now 
that is fine with me. . 


Mr. MacMillan: Unfortunately, I am not a 
all familiar with this problem. I can give you 
this little hint though; no railway in Canada 
has the right to terminate service on an 
branch line of its own volition, and this i 
what the Board of Transport Commissioner 
has been charged with supervising for a long 
long period of time. I would anticipate that i 
this particular case the trestle which wa 
destroyed has had to undergo some studies to 
determine what we are going to do abou 
filing the gap, whether it would be finishe 
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by rebuilding the trestle in kind, or trying to 
find a steel subsection that we could put in 
place of it, or perhaps filling it and putting in 
a big culvert. These are the types of ques- 
tions which arise in my mind right away, and 
we would be delighted to really find out the 
particulars and provide you with them. 


The Chairman: Mr. Korchinski, I wonder if 


break at one o’clock? They could probably 
help you out at that time. All right? 


Mr. Korchinski: Yes, but I had hoped to be 
able to discuss it with them so that they may 
oe able to provide further information. 


The Chairman: Well, they are here, so you 
talk to them while we have them right here. 
Mr. Sherman, you are next. 


Mr. Korchinski: Mr. Chairman, may I be 
yermitted at the end of our deliberations to 
isk a few questions? 


_ The Chairman: We are going to adjourn in 
a few minutes. Why not meet with them 
10w? I think that would be faster for you 
ind for them, and you will probably get your 
»xroblem solved faster that way. Mr. Sherman? 


Mr. Sherman: Mr. President, we on this 
sommittee have been supplied with maps of 
he Prairie rail. network that is guaranteed to 
fanuary 1, 1975. Have we, or will we be 
‘upplied with maps of the projected or hoped 
‘or abandonments that the CNR is going to 
idvance before the new Canadian Transport 
Yommission? 


_ Mr. MacMillan: The procedure to be adopt- 
‘d, Mr. Sherman, is that in the foreseeable 
uture, and I would hesitate to tell you the 
late, the Board of Transport Commissioners 
S going to call together all of the parties at 
ssue in this problem and at which time there 
vill be available comprehensive maps of 
vhat Canadian National has outside of the 
‘uaranteed network, and presumably what 
he CPR has outside, and then the whole 
naatter and the method of proceeding will be 
iscussed and, presumably, agreed upon. Our 
vhole program at the moment is in a com- 
ete state of limbo; we are waiting for the 
ext step and, or course, we will be proceed- 
ag under the new law. 


Mr. Sherman: Is it correct that this meet- 
ag you refer to, sir, is the now highly-touted 
1eeting of August 1. 
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Mr. MacMillan: It could be. 


Mr. Vaughan: Yes, I think that is the 
pre-hearing conference which the board has 
set up to deal with the procedures and priori- 
ties in dealing with what we call the non- 
protected lines. 


Mr. Sherman: Because of the anxiety in the 
west, particularly on the Prairies, over some 
of these projected abandonments and because 
of the integral part that these lines play in 
the economy and the life of the west there is 
some agitation, as you know, to have the 
meetings held in the west rather than here 
and I wonder if you could tell the Committee, 


at least unofficially, what the CNR’s position 
is? 


The Chairman: Well, that is not up to the 
CNR, Mr. Sherman; that is up to the Board 
of Transport Commissioners, perhaps you 
would write or speak to the secretary of the 
Board of Transport Commissioners. 


Mr. Sherman: But presumably the CNR 
would carry some influence as far as that 
decision was concerned. 


Mr. MacMillan: I think I can say to you, if 
it helps, that we will go any place that we 
are invited to go. 


Mr. Schreyer: I have a supplementary. 


Mr. Sherman: I have one more question, 
Mr. Chairman. 


The Chairman: I am sorry, Mr. Sherman. 


Mr. Sherman: Mr. President, if the new act 
is not proclaimed by August 1 what will 
happen then? Is it correct that this meeting 
on abandonment considerations will be held 
under the terms of the old legislation? 


Mr. Vaughan: Well, has Part V of the act 
not been proclaimed? That part concerns 
those sections, the amendments to the Rail- 
way Act, 314 A to J, I think they are, which 
refer to abandonments. Also, we have an 
Order in Council issued to deal with pro- 
cedures under the old Railway Act Section 
168, and this is what the Board of Transport 
Commissioners, still clothed with the powers 
by the new legislation, is going to do—have 
this pre-hearing conference, and they are the 
body still authorized now by statute to deal 
with this problem. The other parts of the act 
are not proclaimed—I think Part I and other 
parts—but nevertheless the Board still retains 
jurisdiction. 
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Mr. Sherman: But it is your understanding, 
sir, that this meeting we are talking about 
will be held under the terms of the new act, 
Bill C-231. 


Mr. Vaughan: Well, we just received the 
Board’s issue like everybody else. I just 
picked it up yesterday when it arrived. For 
instance, it starts off: 

Regulations respecting applications for 
abandonment of lines of railway under 
Section 168 of the Railway Act were 
made by the Governor-in-Council by 
Order-in-Council P.C. 1967-569... These 
Regulations direct the Board to consider 
the matters referred to in subsection (3) 
of Section 314C in dealing with abandon- 
ment applications under Section 168. 


So really when I talk of these sections, they 
are now all integrated into the new transpor- 
tation Act. Remember, it amended certain 
sections of the Railway Act and retained 
certain sections of the Railway Act; so they 
are really dealing with the new Act as it now 
stands. 


The Chairman: Mr. Sherman, perhaps, as I 
say, you could get in touch with the Secre- 
tary of the Board of Transport Commission- 
ers because that question is more pertinent to 
him. 

Mr. Cantelon, do you have a supplemen- 
tary? 


Mr. Cantelon: I was just going to say that 
this is not my interpretation of what has been 
done by this Privy Council Order. Perhaps I 
am quite wrong but I thought under the 
terms of that Privy Council Order that Sec- 
tion 168 from the old Act was still being 
applied to the abandonments that are not 
guaranteed to January 1 and that procedures 
under Section 168 of the old Act would be the 
procedures that would follow and this, of 
course, would not mean that the protection 
that is given to these areas under the new 
Act would be in effect for the abandonment 
areas. In other words, what is going to hap- 
pen is that there will be no particular body of 
Commissioners with technical personnel who 
can investigate the thing thoroughly, as they 
would do under the new Act, which we 
thought was protection that the new Act 
would provide for these abandonments. 


The Chairman: I do not think it is fair to 
ask the CNR, which is really a party. I think 
you should get in touch with the Secretary of 
the Board of Transport Commissioners or 
maybe get an answer from the Minister. 
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Mr. Cantelon: I quite agree with that, 
Chairman, but the point is that I thought that 
we were left with an unfortunate implication 
that the new Act will still apply. 


The Chairman: Perhaps it could be clarified 
by the Board. Mr. Schreyer? 


Mr. Schreyer: Mr. Chairman, I think it is 
fair to ask this question of Mr. MacMillan. Is 
it not correct that during the time of the 
processing of the transport legislation all ap- 
plications for abandonment were withdrawn, 


Mr. MacMillan: At the time of the process- 
ing of the legislation no application was ac- 
tive. 


Mr. Schreyer: Right. 


Mr. MacMillan: At the time that the gua- 
ranteed network was produced, for all prac- 
tical purposes any applications which were in 
respect of lines on that map were really 
cancelled by statute. The other applications: 
remain inactive. They are in exactly the same 
position now, so far as I know, as they wer 
at that time. The only thing is that we have 
tried to bring the arithmetic more up to date. 


Mr. Schreyer: This was really what I was 
asking about. At the present time the CNR 
has not reactivated any of its applications fo 
abandonment with respect to lines lying out- 
side of the protected grid. You have nol 
reactivated them and you have not filed an 
new applications for abandonments. Is thal 
the fact of the matter? 


Mr. MacMillan: Yes. 


. 
| 
| 


Mr. Vaughan: Applications in respect of 
those lines that were outside the protected 
grid, remain with the Board on file. I realh 
just want to give you information, I am no 
speaking for the CNR, but as I recall it, the 
announcement of the Minister last Septem- 
ber, when he produced a map here with the 
protected grid and also that statement, 1 
think, indicated that those outside the pro 
tected grid could be proceeded with under 
Section 168. The CNR had many of those 
applications on file with the Board but we: 
had asked the Board not to proceed witl 
them pending the passage of the legislation: 
and whatever the regulations were. Now 
many of those applications would have bee 
on file with the Board maybe one, two oF 
more years, so what we did then with thos 
applications and are now in the process of 
doing, as Mr. MacMillan has said, is revising’ 
those applications and bringing the statisti 


' June 22, 1967 


and the arithmetic up to date. This pre-hear- 
ing conference in August, as I understand it 
and I just read it quickly, is to deal with the 
priorities, procedures and methods of those 
applications which are permitted to be aban- 
‘doned under the procedure that they will 
adopt. That is my understanding. 


Mr. Schreyer: So that you have not really 
reactivated these applications at the present 
‘time. 


Mr. Vaughan: As I say, we have brought 
the information up to date and we are really 
i Waiting to see how the established authority 
/wants to proceed. 

Mr. MacMillan: The status quo for all prac- 
tical purposes is exactly the same as it was. 


Mr. Schreyer: But, Mr. Chairman—and I 
‘realize Mr. MacMillan is perhaps not in a 
‘Position to answer, except perhaps if he 
would like to volunteer some opinion—I be- 
lieve that today or to-morrow a hearing is 
being held on a CPR application for abandon- 
ment which seems to be in violation of the 


undertaking that all— 


The Chairman: Mr. Schreyer, that is a 
matter for the CPR and the Board of Tran- 
‘sport Commissioners. I do not think it is fair 
or the CNR to get involved. 


Mr. Schreyer: I have a question which has 
othing to do with branch lines. 


Mr. Korchinski: I have just one brief ques- 
tion, if I may, while we are on the subject. As 
you see it, will the CN continue to provide 
the same type of service as they have until 
1975? As you recall, the Minister announced 
chat certain lines were to be frozen and 
continued until 1975? 


| Mr. MacMillan: On the lines that are on 
that map? 


Mr. Korchinski: On lines that were frozen 


| Mr. MacMillan: Yes. I am not too sure I 
understand your question. There are two 
sinds of lines. In the first place, we have to 
orovide the service because we cannot termi- 


300d; it will be as good service. We will do 
he job that has to be done on it—I will put it 
that way, sir. 
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The Chairman: Gentlemen, we will adjourn 
now until 3:30 p.m. or right after the question 
period. We will start with Personnel and 
Labour Relations. After that we have System 
Activities and then the Auditor’s report, 
and we hope that we can clean all these up 
this afternoon. 


AFTERNOON SITTING 
Thursday, June 22, 1967 
@ (3.30 p.m.) 


The Chairman: We are on the Personnel 
and Labour Relations part of the report. The 
officers of the CNR have provided an answer 
to Mr. Deachman’s question. May I have a 
motion to have it printed as an appendix to 
the proceedings? 


Mr. Deachman: Mr. Chairman, if it is not 
too lengthy perhaps we could have it read. I 
think the Committee would be interested in 
hearing it. 


The Chairman: We will have Mr. Mac- 
Millan read it and then we will move on to 
our new subject. 


Mr. MacMillan: These, Mr. Chairman and 
gentlemen, are estimates of course. We hope 
they will materialize but they have to be 
taken as estimates. The first commodity is 
grain. We are talking here about the move- 
ment to North Vancouver which, for all prac- 
tical purposes, is where all of this bulk traffic 
on the Canadian National goes. There is 
something of the order of 5,000 cars. We 
estimate that by 1975 this will increase to 
about 30,000 cars. So there will be an in- 
crease in the neighbourhood of 25,000 cars of 
grain. This again is in contemplation of 
Wheat crops of the order of magnitude which 
the Wheat Board tell us we are to expect to 
have. Potash at the moment is moving in the 
order of 9,000 cars and we estimate by 1975 
the movement will have increased to 40,000. 
So there will be an increase here, in round 
figures, of 31,000 cars. There is very little 
sulphur at the moment. It is a minimal 
amount of carloads but we think that by the 
same date of 1975 there will be something of 
the order of 7,000 cars. At the moment there 
is very little coal moving on our line to this 
destination but we anticipate by 1975 there 
will be something in the order of 20,000 cars 
per annum. That is the information. 
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Mr. Deachman: Thank you very much, sir, 
for your effort in getting this information. I 
think it indicates to both British Columbia 
members and those from the Prairies that we 
have ahead of us some boom years in the 
movement of bulk commodities and with 
prosperous times, if your predictions are 
borne out, maybe the West will take over. 


Mr. Rock: Mr. MacMillan, again with re- 
gard to the future speed of trains and uthe 
relations between the unions, are you now 
negotiating with the officials of the union 
before putting these fast trains into operation 
with regard to the time it takes these trains 
to travel and with regard to the agreement 
you have today with the union? 


Mr. MacMillan: Yes, we have been having 
discussions with the running trades operating 
between Montreal and Toronto for I would 
say vaguely a year—I may be out a few 
months one way or the other—appertaining to 
the introduction of turbo trains. Prior to that 
there were very lengthy discussions with 
them regarding the introduction of the 
Rapido train. These conversations are con- 
tinuing in character. They are completely 
familiar with all our plans and we have 
worked out any problems which we have 
with them. 


Mr. Rock: The problems are worked out 
properly and you are satisfied with the net 
result? 


Mr. MacMillan: 
satisfied. 


Yes, and we are quite 


Mr. Jamieson: Mr. MacMillan, I checked 
this morning on the very dramatic changes 
you are proposing to make on the North 
Sydney-Port aux Basques service. I have had 
two conflicting reports and I think these are 
of genuine concern to the personnel involved. 
The one arose in February at a meeting in 
Port aux Basques when officials from CNR 
indicated that there would be no lay-offs; 
indeed, indications were that there would be 
some increase in the amount of employment. 
Since that time a memorandum has been 
circulated suggesting that there will be lay- 
offs of a fairly substantial nature. I appreci- 
ate you cannot know all of the details of 
every phase of the individual operation but 
do you have anything to indicate what the 
forecast position is likely to be either in Port 
aux Basques or anywhere in Newfoundland 
as a result of these quite revolutionary 
changes? 
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Mr. MacMillan: Sir, we have been dealing 
with the personnel problem arising out of the 
operational changes and, as I am sure you | 
know, we have had continuing conversations 
with the labour organizations and the men 
themselves at both Sydney and Port au E 
Basques. We have had a _ personnel officer 
stationed there to provide them with really 
consulting services. In addition to that and in 
collaboration with the Department of Ma = 
power here in Ottawa we have been conduct- 
ing courses at North Sydney trying to help 
these people help themselves. A great deal of 
activity of this nature has been going on. 
Frankly, I do not know of the interview to 
which you referred a little while ago but 
inevitably there will be a dislocation here 
because the pattern of the movement of the 
traffic is going to change radically. Again, we 
get right into what is the philosophy of the. 
Canadian National. It is to minimize the 
impact of change on the employees; to give | 
them as much notice as is humanly possible 


the effects of change. They have been offere cm 
opportunities to transfer from these locatio 
to other points on the system, and some ma y 
do this. One of the real difficulties we experi- 
ence frequently is that people do not wish to 
move, which presents us with a very serious 
problem. If we could get them to move then) 
we can provide them with alternative em- 
ployment. 


Mr. Jamieson: Would you have any idea at 
the moment what the total dislocation figure’ 
is likely to be, sir? . 


Mr. MacMillan: No, I am sorry, sir, because 
we do not know. There may be more take: 
alternate employment or less. There may be: 
more than we anticipate who will be re- 
trained or less. 


Mr. Jamieson: We have just seen a forecas 
of what you expect will happen on the west 


aux Basques over the foreseeable future? 


Mr. MacMillan: We know they will in- 
crease because they have increased each year. 
Year over year they have increased. How 
much, I am frankly not familiar with. J 


. Mr. Jamieson: Will the amount of that 
increase have very much bearing on the 
number of personnel? In other words, will 
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the new techniques enable you to sort of 
absorb this increased traffic without, in fact, 
having to re-hire or to replace those who are 
‘displaced? 


Mr. MacMillan: This helps to some extent 
but not necessarily to the extent of the entire 
‘personnel involved. 


Mr. Jamieson: In other words, the new 
techniques will enable you to take into ac- 
count or to handle a fairly substantial in- 
crease without having to increase the labour 
force? 


Mr. MacMillan: I think that is correct. 
Mr. Jamieson: Thank you. 


Mr. Schreyer: Mr. MacMillan, I understand 
that since the advent of the Canada Pension 
‘Plan there has been considerable contention 


Mr. MacMillan: I am going to ask Mr. 
Toole to expand on what I am going to say. 
When we had to contend with the problem in 
the beginning we made a proposal to our 
wganization regarding co-ordination and they 
rejected it. Then after a period, during which 
ime there was further study given to it by 
the men, my recollection is they changed 
heir mind and they adopted the plan for 
20-ordination. I will ask Mr. Toole to correct 
me or to give you any further answer on this. 


Mr. Toole: What Mr. MacMillan Says is 
perfectly right. At the time being there is 
10thing outstanding with the men. 


i 


® (3.40 p.m.) 


Mr. Schreyer: That was really the main 
do0int of my question; it had to do with the 
‘urrent situation. I notice on page 15 that in 
showing the distribution of the pension 
denefits paid out by Canadian National both 
hrough its own plan and the Canada Pension 
lan there is a discrepancy of approximately 
510.1 million in that the chart shows a total 
utlay of 55.4 million and the explanatory 
Jaragraph immediately under the chart refers 
O a total of $45.3 million. 


| Mr. MacMillan: I think you are right but 
ou picked the wrong column. I think there is 
typographical error there. I think the com- 
arable figures are $45.2 million, which ap- 
sear in the third line of the statement at the 
op, but the text uses the figure $45.3 million. 
_ do not know how this arose. I asked about 
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that last night and I have not had a very 
good answer yet. My guess is it is typogra- 
phical. 


Mr. Schreyer: There are others that go 
through that same fund, just minor things 
such as United Kingdom employees— 


Mr. MacMillan: That makes the $100,000. 


Mr. Schreyer: Mr. Chairman, my next 
question has to do with Systems Activities 
and I do not know if you want to refer to 
that now? 


The Chairman: Are there any other ques- 
tions on Personnel and Labour Relations. 
Then we will move along to Systems Ac- 
tivities. 


Mr. Schreyer: Mr. Chairman, with refer- 
ence to page 17 and the explanation given 
there on development of telecommunications 
within Canadian National has Canadian 
National any interest other than academic in 
the current development whereby the De- 
partment of Transport is conducting studies 
in domestic space and satellite communica- 
tions systems. 


Mr. MacMillan: Yes, we have an interest 
here primarily because all the indications 
point to this being the manner in which 
communications will be carried on as we go 
forward. In years to come inevitably this will 
be the situation. Although there is no 
comparability, I think satellites today are at 
about the same stage as the art of microwave 
was perhaps ten or twelve years ago. It seems 
to be the mode of the future and we have a 
very definite interest in moving ahead in this 
field as time goes on. 


Mr. Schreyer: Has Canadian National any 
concern about the mode or way in which any 
such system shall be owned. 


The Chairman: Mr. Schreyer, CNTT tele- 
communications and Bell Telephone Com- 
pany of Canada and Trans-Canada telephone 
System presented a brief on a proposed satel- 
lite communications system. Has that been 
distributed to you? 


Mr. Schreyer: I have received considerable 
material lately. 


The Chairman: Does any of it relate to that 
particular presentation? That brief sets out 
the ownership problem. Perhaps it was not 
distributed to this Committee. This publica- 
tion is entitled. Canadian Communications 
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Satellite System by Trans-Canada Telephone 
System and CN-CP Telecommunications. I 
was just wondering if it was possible to have 
this distributed to all members of the Com- 
mittee. It does not deal with your particular 
question in this report, but a whole new 
subject which, I hope, will be referred to this 
Committee. We are working on it. We could 
have a presentation from CN at that time. 
With due respect Mr. Schreyer, I think it 
would be a futile effort at this time. 


Mr. Schreyer: I was just putting it in a 
preliminary way and if you give us the 
assurance that Mr. MacMillan— 


The Chairman: I will give you the assur- 
ance that the presentation will be distributed 
to all members of the Committee. 


Mr. MacMillan: I can tell you that this is so 
current that I have not read it yet. It was 
released a few days ago. 


Mr. Schreyer: Mr. Chairman, I will desist 
from any further questions on that point. I 
have a question in three parts relating to 
Canadian National Steamships. Shall I pro- 
ceed now? 


The Chairman: Yes. 


Mr. Schreyer: Mr. Chairman, I am putting 
these questions on behalf of a colleague of 
mine who is at another committee. Has 
Canadian National Streamships any plan for 
a new cruiseship off the Pacific coast from 
Vancouver to Alaska? 


Mr. MacMillan: Not at the moment. 


Mr. Schreyer: At the present time there is 
just the one? 


Mr. MacMillan: Just the one, the Prince 
George. 


Mr. Schreyer: Are you able to tell us, sir, 
whether this particular enterprise is profit- 
able? 


Mr. MacMillan: Yes, it is. 


Mr. Schreyer: Although you have answered 
my next question in part, has Canadian 
National considered acquiring another ship 
for purposes of winter cruises into the 
Hawaiian area and so on? 


Mr. MacMillan: No, but what may have 
provoked this question is that from time to 
time we have contemplated putting the 
Prince George in a winter cruise service, not 
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to the Orient but down into the Gulf of 
Mexico and more southern waters. She has 
been to Seattle a couple of times. At the time 
of the Seattle World’s Fair, for example, she 
made several trips there. As I said, we have 
contemplated going further with her but have 
not done so. 


Mr. Schreyer: You would say then tha 
your economic analysis of the matter showed 
this to be obviously not feasible? 


Mr. MacMillan: At the moment that has 
been our conclusion, yes. She would have to 
be air conditioned, for example, and there 
would have to be changes made which we 
thought were of an order of magnitude to 
render such a service uneconomical. 


Mr. Schreyer: Thank you. 


Mr. Bell (Saint John Albert): Mr. Mac- 
Millan, are you familiar with the plans that 
CN and CP Telecommunications have to 
merge, amalgamate or close out the different 
sales offices across the country. To be fair 
about it, my reason for asking is the situation 
in Saint John, New Brunswick. We have CN 
and CP offices there and the rumous have 
been that the two service office personnel are 
to be amalgamated under a single office in 
the future and I want to know more about 
this. The Minister denied in the House that 
there was anything taking place currently. 
The main reason I am asking about this 1 
that I am concerned about the future of the 
personnel there, and I think it is an impor 
tant point. I am all in favour of economy if it 
makes sense but I want to know whether the 
CN employees who are affected by these 
mergers and amalgamations in Saint John or 
anywhere else will be taken care of. 


Mr. MacMillan: Dealing with the first part 
of your question, the practice of closing out 
one telegraph office and leaving the other one 
in operation has been going on very gradual- 
ly throughout Canada for some years and this 
became necessay because of the shrinking in) 
message traffic. Teletype and particularly 
Telex, which is a lease service we provide, 
have eaten so badly into the ordinary com- 
mercial and social message that there really 
is not too much business of this nature re- 
maining. As a means of carrying on we have 
had this program. It is a long range, very 
gradual program. I could not tell you when 
we did the last one or for that matter where 
it was. I think it was at the Lakehead. AS 
for our employees who would be _ sel- 
ected by such an operation are concerned, 
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again we would not throw them out on the 
street at all; they would be given an oppor- 
tunity for replacement within the family and, 
if possible, in the same location in which the 
telegraph office was. It might be necessary 
for them to move from the telecommunica- 
tions branch into a sales office or the operat- 
ing department, but that would be the extent 
of the dislocation. 


Mr. Bell (Saint John-Albert): They might 
have to move out of the area too? 


Mr. MacMillan: That is a possibility or 
they might choose to do so. 


Mr. Chatwood: I have several questions but 
the first has to do with the point Mr. Bell 
brought up. Is it right that the telegraph is 
becoming obsolete. 


Mr. MacMillan: That is correct. 


Mr. Chatwood: Then is it correct that pre- 
sumably within five or 10 years it would be 
almost unknown? 


_ Mr. MacMillan: I would not like to put the 
date of death too definitely but the trends are 
noving away from acceptance. 


_ Mr. Chatwood: On page 17 you refer to the 


system. Mention was made of hooking up a 
community to the telephone network. How- 
sver, in many cases there is just one tele- 
hone put in the community. Would you have 
ny basis for deciding whether you are going 
0 put in a full telephone service to a com- 
nunity or just one public pay phone. 


_ Mr. MacMillan: I think the normal business 
‘ules apply to this. I thought you were going 
Oo ask me about some of the instruments 
through which incoming calls are available 
put no outcoming calls, and in some places I 
fhink we have the reverse of that. However, 
these situations where there is limited service 
re being minimized, and they are being 
uilt up into full competency. 


| Mr. Chatwood: I will not go into that too 
leeply but it does occur in several small 
laces. 

_ I have a question under Marine Services on 
age 21, in respect of the coastal boats that 
erve the Newfoundland and Labrador coasts. 
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Although I realize that these are joint freight 
and passenger boats, there are more passen- 
ger offerings than the boats can take. In 
December past, even though the schedule was 
not set up for the summer, they could not 
take bookings because they had more people 
looking for bookings than anticipated. Do you 
plan to increase the capacity for first-class 
passenger or tourist service in this general 
area. 


Mr. MacMillan: It is under study all the 
time and it is influenced very largely, in so 
far as the Newfoundland ports are concerned, 
by the possibility of them being connected 
by highways, thereby giving opportunities to 
service the public by this means. My own 
view is that this will inevitably come about. 
Coastal boats are very much freight-oriented 
because it is their life line. We do provide 
passenger accommodation but it is not a type 
of passenger accommodation that we would 
like to have. We have to compromise really. 


Mr. Chatwood: I did not think that you had 
any plans but I thought I would ask. You do 
not have a plan for a purely passenger—tou- 
rist type boat. 


Mr. MacMillan: No, not at the moment. 


Mr. Chatwood: And, presumably, it would 
not be feasible. 


Mr. MacMillan: That is correct. 


Mr. Chatwood: Mr. Chairman, they were 
the only questions I had. 


Mr. Jamieson: So relating back to what I 
said this morning, the coastal boat operation 
in Newfoundland is also subsidized or paid 
for in part; your losses are covered by the 
Maritime Commission payments? 


Mr. MacMillan: The same thing. They pick 
up all the revenue and pay all the expenses. 
In other words, they pay to us the deficiency 
between the two. That is correct. 


Mr. Jamieson: Am I right in interpreting 
what you have said here and CN officials 
have said on other occasions, that you would 
just as soon be out of the coastal boat bu- 
siness, if you could, through this road expan- 
sion and what-have-you? 


Mr. MacMillan: I think that is correct; yes. 
We think the service would be better. 


Mr. Jamieson: Apart altogether from the 
ferry service across the gulf, do you know 
the amount of money involved in terms of 
the coastal boat services? 


Mr. MacMillan: No, I am sorry I do not. 
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Mr. Korchinski: I have a question on tele- 
communications, although it may be academic 
at the moment. To what extent is the CNR 
involved with television? You say in your 
report: 

Television networks in Southern On- 
tario, Newfoundland and Quebec, were 
modified to meet the requirements of 
colour transmission. 

If your main concern is the transmission of 
messages, how do you get involved in colour? 


Mr. MacMillan: We do not transmit televi- 
sion, nor is it ours. We lease the facilities to 
the CBC and CTV, upon which is carried 
their telecasts. 


The Chairman: Mr. Korchinski, it is like 
the Bell Telephone Company; they lease their 
lines to cable television. 


Mr. MacMillan: We provide the facilities 
under lease to them and we give them certain 
capacities for which they pay whether they 
are in use or not. The quality of the facilities 
has to be improved as we go up in the type 
of thing that is to be transmitted. The tele- 
graph signal is at the bottom; then as we 
climb to vocalized communication it becomes 
necessary to have improved facilities; then 
from that into radio and, eventually, into 
television and, on top of television, coloured 
television. 


Mr. Ailmand: Mr. MacMillan, my question 
comes under Real Estate or Industrial 
Development. Have there been any more 
meetings with the city of Montreal with re- 
spect to the development of the subway sys- 
tem under the mountain from Central Sta- 
tion. Has that gone forward at all during the 
past year? 


Mr. MacMillan: No, it has not. 


Mr. Allmand: There are no plans at all now 
to put a subway system through there? 


Mr. MacMillan: I would think there has 
been so much activity in Montreal with Expo 
and everything else that this is a question 
which has not been under active discussion. 


Mr. Allmand: At the bottom of page 20 of 
your report you mention that Terminal 
Tower Corporation has built a building right 
next to the Queen Elizabeth Hotel. Are there 
so many floors in that building for CNR 
offices. 
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Mr. MacMillan: Yes, that is correct; I think 
we have five floors. This building was built 
between the Aviation building and the east 
wall of the Queen Elizabeth Hotel. It was 
built under an emphyteutic lease which runs 


have five floors for offices in the upper part 
of the building. 


Mr. Allmand: I read a story in the Mont- 
real papers that there are some plans for the 
development of the CNR property south of St. 
Antoine street. Are there any active plans for 
that? 


Mr. MacMillan: Yes, discussions are going 
on; as yet they have not crystallized and 
there is really not very much I can say abou 
that. Our ambition is to develop all of o 
land which straddles what we call the higt 
line—the trackage going into the station. 


Mr. Allmand: Thank you. : 


Mr. Pascoe: Mr. Chairman, on page 18 the 
report shows a very fine net income 6. 
$386,483 on the CN-operated hotels. Does 
each CNR hotel now make a profit? I coll 
some of them did not at one time. bye 

; 

Mr. MacMillan: Mr. Pascoe, I am not sure 
they all do at the moment. The one problen 
we have is that the accounting for our hotels 
is done pursuant to the Board of Transpor 
Commissioners’ classifications. I am sure you 
will recall we have had under way a modern- 
ization program on the hotels, the conse- 
quences of which are that some of these 
expenditures which are directed entirely to 
refurbishing the hotel show up in the ac- 
counts as operating expenses rather than a 
capital expenditures and, therefore, the re- 
sults are distorted. There are a couple in the 
red, if you wish. : 


Mr. Pascoe: It is a fair question to ask how 
the Bessborough hotel is coming along? 


Mr. MacMillan: The Bessborough is one Ol 
the ones that I mentioned. In 1966 the net 
loss in the Bessborough was $165,766. 


Mr. Pascoe: Was that mostly due to refurb- 
ishing? , 


Mr. MacMillan: Yes, a very great deal of il 
was. 


Mr. Pascoe: Mr. Chairman, I would j 
like to ask one more question. Is the Mid 
Town Plaza in Saskatoon a complete CNE 
project, and how is it coming along? 
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Mr. MacMillan: It is a complete CNR pro- 
ject in that it is on our land. Again, you will 


remember that this was our city yard. We did 


a deal, withdrew from the heart of the city 
and eventually accepted a proposal advanced 


_for the development of the (first stage and it 


—=—_ 
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was begun. Then the developer ran into the 
money market problem. 


Mr. Pascoe: Tight money. 


Mr. MacMillan: That is correct. The project 
slowed up, but I am glad to be able to tell 
you those problems have been resolved and, 
as nearly as I know, it is going ahead full 


| blast. 


Mr. Orlikow: Mr. MacMillan, I am sure 


| every other member of the Committee feels 
the same way as Ido, that the improvements 
in the CNR hotels 


are impressive. Mr. 
Schreyer and I spent a good part of last 
weekend in the Fort Garry in Winnipeg at- 
tending a convention and it is really so much 
better that it is unrecognizable. 


Once the agreement that you have with 


| the Hilton for the operation of the hotels is 
_ signed, does that mean you have nothing to 


do with the details of the operations? 


Mr. MacMillan: We do not manage it but 


/we are in a position of having very great 


influence with respect to standards and things 
of this nature. If we do not like them then we 


| have much to say. 


Mr. Orlikow: What about employee rela- 
tions? 


Mr. MacMillan: No; they are not our em- 


ployees. 


Mr. Orlikow: I realize that and if you tell 
me you cannot do anything about it I will 
leave it at that. 


I understand that at the Queen Elizabeth 
Hotel and at the Hotel Vancouver, although 
that has been changed because the CBRT 
which represents the employees of the Hotel 


. Vancouver objected very strenuously, the em- 


ployees have to sign a form which gives the 
management the right not only to search 
their lockers in the hotel premises, which I 


think is fairly standard, but the right to go 


into and search their houses. I think that is a 
pretty drastic infringement on the individual 


| rights of people. 


Mr. MacMillan: I am sorry I do not know 
about that, but I would be very surprised if 
that was the case. I will add that the 
employees at the Queen Elizabeth are repre- 
sented by one of the largest hotel unions in 
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North America and I think they have good 
representation. 


Mr. Orlikow: Mr. MacMillan, could you 
make a note to look into this so that next 
year when you come here you will be able to 
tell us the practice has been changed, if you 
find it does exist. 


Mr. MacMillan: I would be delighted to. 


Mr. Deachman: Mr. MacMillan, I want to 
ask some questions about the bridge and 
tunnel which the Canadian National is build- 
ing to connect with the north shore of Van- 
couver harbour. 


I might say in preface, as I think you 
know, that the announcement that this bridge 
would go across there astonished and dis- 
mayed many people in Vancouver who had 
thought, with the building the Second Nar- 
rows bridge and the development of the area, 
that we would not really have to look at 
another bridge across the Second Narrows 
and three bridges across the harbour. 


When pictures of the bridge became availa- 
ble, and we saw that what we were looking 
at was on old fashioned lift span, the dismay 
increased even that much more, and ques- 
tions arose in Vancouver just why it was that 
this curious looking old lift bridge was to be 
built to replace what was already an antique. 
It was noted that the new bridge looked very 
much like the old antique. We wondered and 
were very dismayed at what would happen 
when we had failures in this lift span and the 
traffic above that into Port Moody, which is 
becoming a big bulk loading area, would be 
held up. You can appreciate why I am asking 
these questions today. I hope that you will 
give us the fullest explanation that you possi- 
bly can because people are demanding to 
know just how this came about. 


Mr. MacMillan: I would begin my answer 
by referring you back to the traffic which we 
anticipate will move to the north shore. I am 
sure you are personally very familiar with 
the circuitous route we must now follow to 
reach the north shore in that we have to 
move on the Great Northern to the south 
shore and, at this point, turn on to the CNR, 
and we create a very serious traffic problem 
which has to be resolved. . 


The question was: How can we get to the 
north shore? The solution which appealed to 
us all most was a tunnel under Burrard Inlet. 
When this was investigated we found that the 
depth of the tunnel would have to be such 
that we would have had to start back to the 
south a very great distance in order to get 
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down to the elevation of the tunnel, and 
although that could have been done it was 
not, from an engineering point of view, feasi- 
ble to get out of the tunnel again on the 
north shore because we had to come up. 
Again, the cost of providing such a facility 
were determined to be very great. So then we 
had the problem of crossing above the water 
and this put us right into the jurisdiction of 
the Navigable Waters Protection Act, the 
National Harbours Board and the Board of 
Transport Commissioners, and there were a 
series of plans formulated and presented to 
these three bodies. The result of the presenta- 
tion was that the designs were changed. The 
lift span, for example, was very materially 
widened and substantially raised, and it was 
on those terms that we were granted approval 
to proceed. 


The whole question of the accessibility of 
the north shore was studied and it was dis- 
these three bodies. The result of the presenta- 
tive groups in Vancouver. 


When the design was first published—it is 
true that it obviously is a railway bridge— 
there were reactions in Vancouver. I think 
two organizations communicated with us 
about it. At that time we sent to Vancouver 
the design people to go into the question of 
the design with these groups, the result of 
which was they wrote me very nice letters 
thanking us for our co-operation but ex- 
pressing the disappointment that it had not 
been possible to make the bridge a little more 
pleasing to the eye. The real problem is that 
if we are going to move tonnages of the 
magnitude which we know will be required 
the bridge will have to be very strongly built. 
I think the lift span is the worst part of it. 
The size of the lift span and the supporting 
members really flows from the orders which 
were made against us to have the lift span 
as wide as it is and to raise it to to the height 
it must go. I think it is the largest lift span in 
the world. The width of it is substantially 
greater than that which is normally provided 
in a channel of this size. We cannot anticipate 
a similar experience to that which was en- 
Bridge, which was hit two or three times in 
countered with the old Second Narrows 
its lifetime by ships and put out of service. 


@ (4.10 p.m.) 
Mr. Deachman: The area above the lift 
span includes the new bulk loading docks of 


the CPR as well as the terminals of the pipe 
lines coming to the coast? 


Mr. MacMillan: That is right. 


Transport and Communications 


June 22, 1967 


Mr. Deachman: If the largest lift span in 
the world should happen to jam, and this has 
been the history of lift spans everywhere, 
then these great bulk loading facilities above 
the span will be locked in by the new lift 
span. During the hearing held under the 
Navigable Waters Protection Act were pro- 
tests made with regard to what you were 
doing? 

Mr. MacMillan: What you say is correct if 
it happens. We can only hope that it will not 
happen. I think the old bridge, which had a 
very small lift span, was built—and you know 
more about this than I do—in the late teens. It 
was hit once, if I recall correctly, before it 
was completed and it was hit again four or — 
five years later. During the period it has been 
under our management it has not been hit at © 
all. This occurred three times in 40 years, but — 
as this span is virtually twice as big as the 
old one we ought not to have that difficulty. 


Mr. Deachman: Mr. Chairman, I am not 
quite finished and I have not used up all my 
time. 


The Chairman: Your time is finished, Mr. — 
Deachman, but I will allow you to ask this 
last question. 


Mr. Deachman: I hoped I would have an 
answer to my question with respect to wheth- — 
er or not protests were raised at the time of 
the application under the Navigable Waters 
Protection Act by the bulk loading operators 
who will be working above that span. 


Mr. MacMillan: I am sorry, I did not avoid © 
the question; I did not hear it. ’ 
I do not remember, if these protests came — 
in solemn form or not but I do remember ~ 
there were protests from officers of the bulk — 
loading concern to which you referred. 


Mr. Deachman: So there were protests 
against the building of this bridge in the path _ 
of some of the biggest bulk loading facilities 
in Canada? 


The Chairman: That question has been — 
answered, Mr. Deachman. 


Mr. Deachman: Sir, was the possibility of a 
causeway crossing at Indian Arm explored? 
Mr. MacMillan: Yes, it was. 


Mr. Deachman: Why was that projet reject-_ 
ed? , 


Mr. MacMillan: We did not do this, it was 
done by another agency. A massive tunnel 
was involved because if you recall the ter- 
rain, immediately to the east of Indian Arm 
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the mountain comes right down to the sea 
and that all had to be tunnelled. This was a 
very long tunnel and Indian Arm is very 
wide, very deep and very tidal. A tidal prob- 
lem was created which was very much more 
severe than the problem at the Second Nar- 
rows. 


Mr. Deachman: I am not sure if that is a 
very satisfactory explanation of the engineer- 
ing difficulties across Indian Arm but I will 
pass at this point. 


Mr. O’Keefe: Mr. Chairman, with your 
well-known patient indulgence I intend to 
ask only one question of Mr. MacMillan. 


The Chairman: As long as you do not 
preface it with a great thesis Mr. O’Keefe. 


Mr. O’Keefe: My question, Mr. MacMillan 
is in connection with the Newfoundland Hotel 
in St. John’s which I believe has now been 
christened Hotel Newfoundland. Has any re- 
cent consideration been given to enlarging 
this hotel, which I believe is one of the few 
in the CNR chain which operates in the 
black? 


Mr. MacMillan: In the first place, it is not 
one of the few, Mr. O’Keefe. I must correct 
you on that assumption. In the second place, 
from time to time we have given serious 
consideration to enlarging this hotel but, as 
you well know, there have been several new 
hotels built and we are not really sure that it 
is appropriate for us to enlarge the hotel at 
this time. 


Mr. O’Keefe: Are you not always operating 
at capacity? 
Mr. MacMillan: I think we are. 


Mr. O’Keefe: Would that not be reason 
enough? 


Mr. MacMillan: No, it would not. In the life 


of a hotel there comes a time when it is a 


mistake to enlarge it..A hotel is a balanced 
operation; the rooms have to balance with the 
dining and other public facilities. There have 
been many hotels which have been very 
profitable operations, but they went into the 
red because of enlargement. It is a good 
Operation. We are very satisfied with it and 
very proud of it. 


Mr. O'Keefe: May I take it there is no hope 


) of its ever being enlarged? 


Mr. MacMillan: I would not be so categori- 
cal. All I can say to you at the moment is 
that we do not have a plan to enlarge it. 


Mr. Schreyer: Mr. MacMillan, if you have 


not done so during the past few years, could 
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you now elaborate somewhat on the nature of 
the arrangement that Canadian National has 
with the Hilton interests, and in particular 
the leasing or rental arrangements. Are they 
based on a percentage of gross intake or on 
square foot, and so on? If you have elaborat- 
ed on this in the past few years I suppose we 
could find it in the Minutes. 


Mr. Vaughan: I believe we gave the details 
a couple of years ago and at various times 
during our appearances before this Com- 
mittee we have given considerable detail on 
the arrangements with Hilton respecting the 
type of arrangement, the standards, the split, 
and so on. 


Mr. Schreyer: I have only one follow-up 
question. Having given this elaboration, has 
there been any significant change or altera- 
tion in this arrangement in the past year or 
two? 


Mr. MacMillan: 
change at all. 


I do not know of any 


Mr. Schreyer: I have another question, Mr. 
Chairman. Mr. MacMillan, is Canadian Na- 
tional presently involved in any litigation 
with regard to the construction of the Great 
Slave Lake Railway? Is it sub judice at the 
present time? 


The Chairman: How does that apply here? 


Mr. Schreyer: Well, Mr. Chairman, simply 
because I do not see any other item under 
which I might ask it. 

The Chairman: Neither do I, Mr. Schreyer. 


Mr. Schreyer: I think it is significant. 
There are seven contractors involved, there 
are allegations of multimillion dollar losses 
and two or three contractors have gone into 
bankruptcy. I would like to know if the 
matter is sub judice. If it is not I would like 
to ask one or two questions. 


Mr. MacMillan: I am not completely famil- 
iar with the status of these claims but if they 
have not found their way into the courts by 
now I am sure they will. 


The Chairman: I think that is sufficient on 
that question, Mr. Schreyer. 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, I would like to explore these hotel 
operations a little further. Could you tell us a 
little more, Mr. MacMillan, about your plans 
for the future? What about the addition to 
the Chateau Laurier, for example? Also, what 
about new hotels for Toronto and Moncton? 
We do not have a CN hotel in New Bruns- 
wick. We like the CN and we wonder what 
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happened there? What are your thoughts 
about this hotel business. The CPR seems to 
be moving in a big way into hotel operation 
and hotel management. As a company, what 
are your thoughts on this? It is encouraging 
to note the profit which you have shown. Are 
there greater profits to be made if you invest 
more? What is the story? 


Mr. MacMillan: I think the best answer is 
that three or four years ago we very carefull 
re-examined our hotel position and at that 
time decided upon a program of rehabilitat- 
ing our hotels and promoting the hotel busi- 
ness as hard as we knew how. We have 
done that. I think the results are refiected in 
the figures which are before you this after- 
noon. That is our philosophy. 


We are also interested in management ar- 
rangements in connection with hotels which 
are owned by other people. At present discus- 
sions are being conducted with that end in 
view. I could not expand beyond that. 

As far as Moncton is concerned, I think in 
my time we have had two different proposals 
to build a hotel there but for one reason or 
another these proposals have not been ad- 
vanced. You know, of course, that in the 
early days we participated in the financing of 
the Admiral Beatty Hotel and it was because 
of our participation that it came into being. I 
think we still have a small residual interest 
in the Admiral Beatty. 


Mr. Bell (Saint John-Albert): You do not 
have any large scale future plans in the hotel 
business? 

Mr. MacMillan: Not at this moment. 


Mr. Bell (Saint John-Albert): May I ask 
another question with respect to real estate 
and industrial development. Are there sepa- 
rate figures on your balance sheet, which we 
can look at later if you prefer, regarding the 
success of your investments in this respect? 
Do you have any information that will indi- 
cate how well you are doing in this field? I 
know in many cases, there are lease arrange- 
ments but how profitable have these been, 
particularly where property is involved in 
which I suppose the taxpayers have a certain 
interest, indirect as it may be at the moment? 


Mr. MacMillan: I do not know if we have 
ever prepared a statement of that nature. As 
a matter of fact, I am quite sure we have not. 
I can say that Place Ville Marie is a shining 
example of this. From our point of view this 
was a very good transaction and the result 
has been to actually create a magnet which 
attracted these other buildings. The one to 
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which reference was made a minute ago, the 
Terminal Tower building, came into being 
because of the concentration of population 
created by Place Ville Marie—Place Bona 
venture behind the station is also part of it. 
These are all in the same category; they are 
all on land owned by the railway under a 
emphyteutic lease from which we get a basic 
rent and the developer pays a large propor- 
tion of the taxation on the land and all the 
taxation on the building itself. There is per- 
centage participation by ourselves in the net 
profits of the building. The application of 
those profits is postponed to the future be- 
cause of the mortgage debt but this debt will 
eventually be paid off and at that time the 
fruits of our labours will be very real. At the 
end of the 99 years it all lapses and comes 
back to us. That is basically, the pattern. It is. 
the pattern of the developments at Moncton, 
Campbellton, Saskatoon, Edmonton and sever-— 
al others around the country, and they have’ 
worked out very well. In some cases the fruit 
is not evident today and it will not be for 
perhaps 20 or 25 years but in the fullness of 
time for a company that has perpetual exist- 
ence, as we do, these will be very attractive 
investments. ' 


Mr. Bell (Saint John-Albert): I am trying 
to ascertain where this would appear in the 
balance sheet. It might be better to leave that. 
until later. May question is this. If you have 
valuable land in the centre of the city, for 
example, the pattern is that you inform devel- 
opers that you are interested in the develop- 
ment of this land for a variety of reasons on 
behalf of the company and of the community. — 
An arrangement is then worked out for the 
land. Would there be a sale of the land to a- 
person or a long-term lease under certain 
conditions? 


Mr. MacMillan: It is generally a 99-year 
lease. 3 


Mr. Bell (Saint John-Albert): And if you 
need facilities you rent from the developer? + 


Mr. MacMillan: We have done that severa ryt 
times. In other instances we have put o 
own facilities into the area covered by the 
plan. . 


Mr. Bell (Saint John-Albert): As far as the 
balance sheet is concerned this would be 


shown under real estate holdings, or some- 
thing of that nature? ts 


Mr. MacMillan: That is correct. I think it 
would be reflected in the capital account 
more than anywhere else. 
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The Chairman: The urban development 
project which you have shown is in conjunc- 
tion with CP, is it not? 

Mr. MacMillan: That is in Toronto. Yes, 
that is correct. 


The Chairman: What development is envi- 
sioned for that particular project? 


Mr. MacMillan: There is a very substantial 
plot of land in this area and the title to that 
plot of land is held by a number of different 
corporations or entities. At the moment we 
are trying to consolidate the titles. The To- 
ronto Harbours Board, the Post Office De- 
partment, the City of Toronto, CN and CP all 
have some interest in it. At the moment the 
whole area is being studied by a consultant 
and he is formulating a plan for future devel- 
opment of the area. What will come from it 
will depend upon our opportunities. 


The Chairman: Do you have any idea now 
‘what type of development will take place in 
these office buildings? 


_ Mr. MacMillan: Oh, yes. The area is so vast 
that it will more than adequately take, for 
example, a transportation centre railway sta- 
tion, bus station, airline terminal, a trade 
mart similar to Place Bonaventure, office 
buildings, apartment houses and actually any 
type of urban development which fits into the 
plan. 


Mr. Jamieson: This is a question I was 
going to ask this morning but it was referred 
to the hotel section. Mr. MacMillan, I pre- 
sume Hilton is the only organization with 
/whom you have a mangement arrangement of 
this sort in your hotels, is that correct? 


Mr. MacMillan: That is correct. 

Mr. Jamieson: Does this indicate—or am I 
reading too much into it—that you would like 
to reach that stage with all of your hotel 
Operations? In other words, you would prefer 
to withdraw from the direct management and 
ownership of these hotels? 

Mr. MacMillan: No, I do not think so. 

Mr. Jamieson: It is not that there was no 
one acceptable in any other cases? 

Mr. MacMillan: No, no. 

Mr. Jamieson: You want to retain them? 

Mr. MacMillan: That is correct. 


The Chairman: Well, gentlemen, we have 
finished with this report. Mr. Cantelon. 


Mr. Cantelon: There have been some com- 
ments in the newspapers recently to the 
effect that you were considering operating 
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only one transcontinental passenger train and 
what I might call area trains between the 
larger centres. Have you given that serious 
consideration? I would like to know your 
thoughts in this respect. 


Mr. MacMillan: I think the reference you 
have in mind relates to a speech one of our 
officers made in Toronto about six weeks ago. 
I have been asked this question several times. 
I do not want to put words into his mouth 
but I believe he was delving into the future. 
He said that the long distance pattern of 
travel would inevitably change. I also think it 
will because in the newspapers, and so on, 
reference is made to jumbo jets, for example, 
which will probably accommodate 400 or 500 
people. It will be an advanced type of air- 
craft and therefore the long distance rail 
passenger demand will inevitably slip, it will 
be reduced. 


@ (4.30 p.m.) 


People travelling from Halifax to Van- 
couver, for example, would require a par- 
ticular reason to take the train in preference 
to the other method of travel, which I suggest 
will probably be this big jet. Of course, when 
that time comes we hope we will be operating 
the best passenger service in the world but it 
will only be to the extent of the requirements 
of the public. It could be that the service will 
be reduced to one through train a day. The 
problem of the through train in Canada 
which is shared by every railway is that it is 
possible to provide for a convenient depar- 
ture westbound from Montreal, for instance, 
but it does not automatically provide for a 
convenient arrival time in Winnipeg, Sas- 
katoon, Edmonton or Vancouver. These 
trains, although they will provide through 
transportation and meet the requirements in 
this respect, will not do a very good job 
between cities such as Saskatoon and Ed- 
monton. What we expect will evolve in those 
circumstances, assuming our population con- 
tinues to increase—and I think it will—is that 
we will have a service which will run from 
Saskatoon to Edmonton at convenient depar- 
ture and arrival times. 

Our problem has always been in trying to 
get the train to its destination at a reasonable 
time because railway passengers are unusual 
in that they do not like arriving at their 
destination at three o’clock in the morning. 
However people travelling by aeroplane will 
do this. They will get off an aeroplane at 
three o’clock in the morning and grumble a 
bit but they will do it again. They will not do 
this on a train. 


56 


Mr. Cantelon: I would like to dispute that. 
There are some of us who will not travel on 
a jumbo jet, or any other kind of aeroplane, 
at night because we do not like it any more 
than your suggestion that we might like trav- 
elling on a train. I think there will always 
be some business for a transcontinental train 
because there are people who like to see the 
country and like the comfort of the train. 

This leads me to my next question. 
Speaking of research and development, I 
know that you now have this new turbo 
train. If further research and development is 
carried forward would it be possible to per- 
haps evolve a type of train that would work 
satisfactorily on a transcontinental run? I am 
not too sure that the turbo train could accom- 
plish this. 


Mr. MacMillan: We have had some draw- 
ings made, or they are in the course of 
preparation, of the interior of the cars which 
will be used on the turbo train for transcon- 
tinental service. We want to know what op- 
portunities there are in this field and on the 
assumption that the turbo train will prove to 
be adaptable to long distance travel, then we 
will have made a beginning. 

I share your view that it will be a long, 
long time before the role of the transcon- 
tinental passenger train will disappear. I 
think it will be with us for a long time to 
come. 


Mr. Canielon: In discussing the matter of 
transportation with the Minister, one of the 
suggestions in the new act was that some 
research should be done. I gathered that he 
thinks quite a lot could be done and we made 
the suggestion at that time that something 
could be done in respect to a chair of trans- 
portation in a university. Do you think sucha 
thing would be of any practical use? I am 
speaking of transportation research. 


Mr. MacMillan: Well, our philosophy is 
that we are great believers in research affect- 
ing transportation and we think anything of 
that nature is desirable. 


The Chairman: Gentlemen, I hope these 
are all clean-up questions because we have 
covered everything pretty well. 


Mr. Allmand: In the table on page 26, Mr. 
MacMillan, refers to the companies which are 
included in the Canadian National system. 
Are all those companies subsidiaries of the 
Canadian National Railways? 


Mr. MacMillan: In the final analysis they 
are, yes. There may be intervening companies 
which in turn are on this list. 
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Mr. Allmand: I notice there appear to be 
eight trucking companies, some of which I 
did not realize were under the CNR. Are 
these trucking companies merely involved in 
local trucking transport or are they involved 
in interprovincial trucking transport? 


Mr. MacMillan: There are some of both. 
is basically interprovincial. 


Mr. Allmand: Basically interprovincial? 
Mr. MacMillan: Yes. 

Mr. Allmand: Long haul? 

Mr. MacMillan: In some instances, yes. 
Mr. Allmand: What is your policy— 


The Chairman: We went into this quite 
thoroughly this morning, Mr. Allmand. 


Mr. Allmand: I will read the record on the 
topic of trucking. 


Mr. Korchinski: In an answer given this” 
afternoon in the House—I do not know if the 
witnesses who are present were able to hear 
it—the Minister suggested, in connection with — 
the air lines, at least, that a deposit might be 
made for reservations. What are your views 
in this regard in connection with reservations 
on the CN? Do you agree with this sugges- 
tion? It may have some merit. H. 


Mr. MacMillan: We would be very much in 
sympathy with that suggstion. The Railway 
Act formerly—although I am a little bit out of 
touch with it now—used to provide that people 
were entitled to get their money back if they 
returned the ticket. At that time we could 
have conceivably gone to the extent of forc- 
ing them to buy the ticket at the time th 
reservation was made, but if they did not us 
it, if they did not show up to claim thei 
reservations, we had to give them all their 
money back. This is one of our very serious 
problems these days. We think we have 
train fully reserved and sold and then at the 
last minute we find on occasion that there a 
substantial numbers of people who do not 
show up, and there we are. We have turne 
people away or we have held them on : 
waiting list and we cannot confirm their 
reservation until just the moment of depar: 
ture. On days such as Fridays and particular. 
ly on those days when the weather is bad or 
likely to be bad—which is the case between 
Montreal and Toronto at this time of the: 
year—a substantial number of people will 
have reservations on the air line and will! 
have protected themselves by having reserva- 
tions on the Rapido, which they might have. 
obtained two weeks ago and they may even 
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have bought the tickets, and then if the 
weather clears up they fly on the aeroplane 
and then on Monday present their tickets to 
us and we have to refund their money. This 
is a very unsatisfactory situation from our 
point of view. 


Mr. Korchinski: Mr. Chairman, I do not 
know if I am permitted at this juncture to 
ask several other questions on a matter that 1 
raised earlier this morning. 


The Chairman: No, Mr. Korchinski. The 
reason I allowed questioning on this subject 
before noon was to give you an opportunity 
to discuss it. We are really not dealing with 


that matter in this particular report. I gave 
you an opportunity to discuss it but if you 


did not have discussions with the CNR peo- 
ple... 


Mr. Korchinski: Well, I do not see the 
difference, Mr. Chairman, if I may disagree. 
There is a 12 mile line in the Snow Lake area 
of Northern Manitoba and it is 17 miles 
from Watrous to Guernsey, but the line I am 
interested in involves about 70 miles. Surely 
to goodness I am permitted to ask a few 
questions pertaining to this matter. I intend 
to cut the questions down as much as possi- 
ble, without being specific, but I would like 
to have answers to a few further questions. 
Where else may I be permitted to ask these 


questions? 


The Chairman: Mr. Korchinski, this mor- 
ning—Would you allow me to finish, plea- 


'se—Mr. MacMillan said they were not famil- 


iar with your problem at the moment but they 


would get the information. That is why I 


asked you to discuss it with them at the 


recess. Did you discuss it at all? 


Mr. Korchinski: Yes, I approached them, 
and if you will look at the record you will see 
that I was the one who suggested it and I 
would have been very glad to have discussed 
it with them. 


The Chairman: No, the Chairman is the 
person who suggested you discuss it with 
them. 


Mr. Korchinski: Now, having approached 
them on this subject I think possibly one or 
two further questions might be in order. 


The Chairman: Ask your question and I 
will determine at this time if it is in order or 


not. 


Mr. Korchinski: This is a trestle of some 
‘Size and I do not know the policy with 
respect to trestles or bridges of this size. Does 
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the CNR ever use watchmen on any bridges 
anywhere? 


Mr. MacMillan: Yes, we do. 


Mr. Korchinski: What determines the poli- 
cy on whether you will or will not have a 
watchman on a bridge? Is it the size, the 
expense involved, or what is it? 


Mr. MacMillan: I would say it is a combi- 
nation of density of traffic, the size and the 
essential characteristic of a given trestle. We 
had a trestle in the Rocky Mountains which 
we called the Big Eddie. It was curved and 
many of you must remember it. That trestle 
was under constant surveillance night and 
day summer and winter for many, many 
years because if we had lost it it would have 
put the entire railway out of commission for 
a long, long period of time. We got rid of it 
by making a diversion there, and we took it 
down. 


Mr. Korchinski: Is it not the cost of replac- 
ing a bridge or a trestle that might govern 
whether you would use a watchman? 


Mr. MacMillan: Yes, it would be an ele- 
ment, of course. 


Mr. Korchinski: As I have already indicat- 
ed, it is the cost of the bridge that would gov- 
ern. Do you know what the cost of a bridge 
would be that you might put a watchman on? 


Mr. MacMillan: I do not know. Do you 
know, Mr. Bowra? 


Mr. W. Bowra (System Vice President, 
Canadian National Railways): Cost would be 
one factor but I think it is the other factor 
that Mr. MacMillan mentioned, that the es- 
sential character would govern to a greater 
extent than the cost of the bridge. 


Mr. Korchinski: Have you gentlemen been 
able to check into the problem that I raised, 
I mentioned this before, Mr. Chairman, but I 
was not in touch with these gentlemen prior 
to the meeting so I do not know if they have 
been able to check with their officials to find 
out if they have made a decision or not. 


It is now over a month since the fire and 
there has been no decision. What are the 
people to expect? Is this an attempt on the 
part—I will put it bluntly and plainly—of the 
railways to circumvent the guarantee by 
providing an alternative service which may 
be almost identical—although not necessarily 
equal—to the service that was provided prior 
to the time the freeze was guaranteed? I do 
not know how I can describe it in any other 
way. I can use no plainer language. I am not 
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attempting to browbeat anyone, I am simply 
attempting to find out what is happening in 
this respect. Incidentally, Mr. MacMillan, Mr. 
Toulmin replied on your behalf and said that 
a review of the situation was being conduct- 
ed. The tone of his telegram indicated that 
adequate service was provided. I am sure all 
the residents of that area do not agree with 
this. 


The Chairman: Mr. Korchinski, in fairness 
to yourself, the witnesses and Mr. MacMillan 
I think it would be best if you went through 
your file with the officers of the CNR who are 
here in order that they could be made aware 
of the person who was doing it on their 
behalf. 


Mr. Korchinski: I have done that. 


The Chairman: Well, Mr. MacMillan ad- 
vised me he has not seen the correspondence. 


Mr. Korchinski: They were at the table this 
morning. If someone else wishes to answer, I 
think it would be in order. 

The Chairman: I am not trying to pass it 


off. I appreciate your problem but I do not 
think this is the place to deal with it. 


Mr. Korchinski: The officials are here and I 
think thatI... 


The Chairman: Mr. Korchinski, I think 
your questions would be answered more fully 
and thoroughly if you dealt with them di- 
rectly and also gave them the opportunity to 
deal with you directly. However, my point is 
that it should not be done when we are re- 
viewing a report. 

Mr. Bowra: I said that I would get some 
information for you. I was in touch with 
Montreal at noon and although I do not have 
that information now I will see that you get 
it. 

Mr. Korchinski: Well, all right. 

The Chairman: I think you would get fur- 
ther ahead if you dealt directly with them, 
Mr. Korchinski, rather than across the table 
during the study of a report. 

Mr. Bell (Saint John-Albert): Mr. Chair- 
man, I am getting curious about this case. 

The Chairman: It would not surprise me, 
Mr. Bell, if you did. 

Mr. Bell (Saint John-Albert): With all due 
respect, some assurance was given to Mr. 
Korchinski that after he spoke to the officials 
he could bring this up when we reconvened 
at 3.30. 
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The Chairman: I did not give that assur- 
ance, Mr. Bell. 


Mr. Bell (Saint John-Albert): Well, that 
was my understanding. However, this is the 
point I wish to make, and if you prefer you 
can call it a point of order. 

In my understanding of this conversation I 
think this is a perfect place to bring up the 
first part of this matter. This is a trestle that 
burned or broke down and there is a certain 
aspect of service not being fulfilled under it, 
and it is quite proper to bring it up. This is 
the purpose of the Committee. Whether this 
applies as a factor in discontinuance or aban 
donment of line is possibly a legal matter 
that will come before the new board and will 
be completely reviewed. Certainly in my 
opinion the first part of that matter could 
well be discussed here. 


The Chairman: Mr. Bell, I do not think it 
can be for the simple reason that I believe 
Korchinski’s problem could be better 


plished by this Committee working across the 
table. I am not diminishing his problem, I am 
merely saying I do not think this is the place 
for such a discussion. The railway people are 
here and he has been given the undertaking 
that the information will be obtained and 
given to him. I do not know how he could get 
a more complete answer than that. 


Mr. Bell (Saint John-Albert): That is per- 
fectly all right unless there are some other 
questions. 

Mr. Korchinski: Can you distinguish my 
problem from the one at Lions Gate bridge or 
the Second Narrows bridge or any of the 
other problems that have been local? 


The Chairman: Mr. Korchinski, I think you 
would be further ahead if you dealt with the 
railway people. If you want my assistance in 
this matter I will be happy to give it to you. 
You have been given an undertaking that the 
information will be obtained and given to you 
and I am sure they will give it to you as 
quickly as you want it. 

I am now moving on, Mr. Korchinski. 
think it would be better if you dealt with 
your problem directly. I have tried to be as 
helpful as I could. 


Mr. Orlikow: Mr. Chairman, my questions 
will be mainly confined to the section dealing 
with personnel. I am sorry I am a little late 
in bringing this up. 
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The Chairman: Mr. Orlikow, you men- 
tioned that you wanted to question on that. 


Mr. Orlikow: Mr. MacMillan, your compa- 
ny and the CPR are now in the process of 
arbitration with the Shopcraft employees, is 
that correct? 


Mr. MacMillan: That is correct. 


Mr. Orlikow: In the opinion of the compa- 
ny—and I am not asking you to try to 
influence the role of the Board of Arbitra- 
tion—can questions of technological change 
and job security be dealt with by the Board 
of Arbitration? 


Mr. MacMillan: This is my problem, Mr. 
Orlikow. The parties to the arbitration have 
made their submissions to the Board of Ar- 
bitration, the hearings have now been con- 
cluded and the Board has the entire matter 
under advisement. For that reason I feel it 
would be inappropriate for me to comment 
upon what the Board is likely to determine. 


Mr. Orlikow: I am not asking you to do 
that, Mr. MacMillan. I am sorry, perhaps I 
did not make myself clear. Did the company 
take a position before the Board with respect 
to whether the Board could or should deal 
with the questions of technological change 
and job security which were raised by the 
union? 


Mr. MacMillan: As you probably know, we 
have always been prepared to deal with that 
matter. What position was taken before the 
Board J cannot tell you. 


Mr. Orlikow: In the course of negotiation, 
and before the questions which were un- 
resolved went to the Board of Arbitration, 
did the company at any point indicate to the 
unions that it felt the agreement which was 
being negotiated should cover a particular 
period of time such as one year, two years, 
and so on? 


Mr. MacMillan: One of the main issues 
before the Board of Arbitration was whether 
the agreement should be a two year agree- 
ment or a three year agreement. You know, 
of course, that all the other people who were 
involved in the labour crisis of last fall 
concluded agreements on a three year basis. 

Mr. Orlikow: I know that, but the question 
that concerned some of the men and the 
union was if at any time you indicated before 
ve got to the Board that you wanted a three 


ear agreement, or any other period of time? 
| Mr. MacMillan: Did we ever say this to 
them? 
hee 2'7102—4 
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Mr. Orlikow: I will make it very clear, 
although I think you should know the 
answer. The unions involved objected very 
strenuously to the fact that the Board had no 
right to make a three year agreement simply 
because the company did not ask for a three 
year agreement. They said the Board only 
had the right to deal with the questions 
which were negotiated. 


The Chairman: Is that not a legal matter, 
Mr. Orlikow? 


Mr. Orlikow: I am just asking for factual 
information. 


The Chairman: That subject has been dealt 
with, has it not? 


Mr. Orlikow: No, unfortunately it has not. 
The Chairman: Or it is being dealt with. 


Mr. Orlikow: I am simply asking if the 
CNR ever said to the employees’ representa- 
tives that they wanted a three year agree- 
ment or a two year agreement, or anything 
else. It is just a matter of a factual “yes” or 
“no 4 
© (4.50 p.m.) 


Mr. MacMillan: My real problem is that 
while I am quite prepared to chat about this 
with you at any time, I hesitate to express an 
opinion or a point of view on anything which 
is before this Board because I think it is 
inappropriate for me to do so. 


The Chairman: I agree with that answer, 
Mr. MacMillan. 


Mr. Orlikow: I am not asking Mr. Mac- 
Millan to express a point of view. I am 
simply asking— 


The Chairman: Mr. Orlikow, we have your 
question, you have the answer, and I do not 
think we can ask him to go any further than 
the answer that has been given. The matter is 
being considered, negotiations are going on, 
and I think we should drop it there. You and 
I both know that we just do not discuss 
negotiations that are under way. 


Mr. Orlikow: Mr. Chairman, I should like 
to ask a few factual questions about the 
pension fund. If the information is available 
now I should like to get it. If not I could put 
it in the form of a question on the Order 
Paper. I am sure Mr. MacMillan knows, as 
well as some of us, that since the passage of 
Bill No. C-221 the employees are quite agitat- 
ed about some aspects of the pension fund. 
As I say, if you do not have the factual 
information I will get it later. Does the com- 
pany contribute the same amount of money 
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to the pension fund each year as the em- 
ployee? 


Mr. Toole: The company actually contrib- 
utes more money than the employee. If you 
look at page 37 in the report I think you will 
see at the righthand part of the report that: 

Contributions by employees on account 
of: 

Current service, $23,256,253. 

Prior years’ deficiencies 


These are employees who are making up 
back payments, a total of $26 million coming 
from the employees into the 1935-59 plan and 
the company’s contributions were $38,642,110 
into the pension fund. 


Mr. Orlikow: Am I reading correctly, that 
the earnings on investments—the earnings 
from the pension fund—were $28,763,156? 


Mr. Toole: That is right. 


Mr. Orlikow: And that pensions paid were 
$37,595,615? 


Mr. Toole: That is right. Those are the 
pensions paid out of that fund. We do pay 
other pensions and that gets you up to the 
$45.3 million we mentioned earlier. We pay 
pensions from the ICI and PEI Employees’ 
Providence Fund, and certain other small 
pensions that bring out total pension payment 
to $45.3 million. But out of the pension trust 
funds it is the $37.5 million that you see here. 


Mr. Orlikow: The amount of money that 
came in last year through contributions from 
employees, contributions from the company, 
and the earnings of the pension fund itself, 
are very substantially greater than the 
amount of money paid out in pensions last 
year. 


Mr. Toole: Than the current outflow; that 
is correct. 


Mr. Orlikow: This is something which con- 
cerns a number of the employees. They have 
the feeling that it is time the pension fund 
was in a position to pay larger pensions than 
it is paying. 


Mr. MacMillan: One of the problems flow- 
ing from that is that a pension fund of this 
magnitude must be regarded as being a per- 
petual fund. That would be a dandy thing for 
the people who are on pensions, or who are 
going on pensions, but not very good for the 
young men who have come in during the last 
10 or 15 years. They have to look to their 
pensions, and our age maximum is changing 
and has changed very radically from what it 
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was 15 years ago. Ten or 15 years ago we had 
a disproportionately large number of people 
who were, for example, in their mid 50s to 
mid ’60s, because during the grim years of the 
30s we did not hire anyone to speak of; the 
result was that our general age level in- 
creased. But those people are not going out on 
pension and being replaced by people who 
are very much younger. 


Mr. Orlikow: I have just a couple more 
questions, Mr. Chairman. Mr. MacMillan, is 
the pension fund a subject of negotiation with 
the employees? I know it was not originated 
through negotiation, but is it now negotiated? 


Mr. MacMillan: The pensions are managed 
by the Pension Board, and on the Pension 
Board are three representatives of our em 
ployees who are General Chairmen of the 
organizations. They sit with the correspond- 
ing number of company officers, they meet a 
minimum of once a month, and they discuss 
all these problems; the question of pensiona- 
bility of people, what rights they have, and 
the question of benefits. It has been pursuant 
to these discussions that from time to time 
changes have been made in the pension rules. 


Mr. Orlikow: Are there an equal number of 
company representatives and employee re- 
presentatives? 


Mr. MacMillan: I understand that that i 
correct. 


Mr. Toole: Yes, exclusive of the chairman 
There are four company men; the Chairman 
is a company man, and there are three each 
beyond that. 


Mr. Orlikow: If the unions representing the 
employees felt—perhaps not justifiably—and 
expressed the view which I expressed a few 
moments ago that there was enough money in 
the fund to increase the benefits, could tha’ 
be negotiated? 


Mr. MacMillan: No, it would not be nego- 
tiated. What arises—and these questions do 
arise from time to time—is that the entire case 
for or against a proposal of that nature 
prepared and put to the employee representa 
tives. So far as I know, they have always 
ae out of these discussions on a unanimous — 

asis. 


Mr. Orlikow: I want to ask one moré 
question, Mr. Chairman. A Committee of the 
House of Commons has recommended an in- 
crease in the pensions paid to past civil 
servants. Now, the government has _ noi 
brought in legislation along that line, but the 
principle is quite well established. If that 
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happens, could the CNR consider an increase 
in the pensions paid to past employees? Some 


-of them, particularly the older ones who made 


small contributions are getting very small 
pensions. 


Mr. MacMillan: Well, we could consider 
it but that is about the only thing I could say 
at this time. 


Mr. Rock: Mr. Chairman, may I ask a 
supplementary? 


The Chairman: Yes, Mr. Rock. 
Mr. Rock: I should like to know whether 


there is any change in the refunds on termi- 


nation of service. If a person quits does he 


still get his complete refund, or is that re- 


tained until he is 65 years of age? 


Mr. MacMillan: We leave this to their 
choice; we have the availability of a deferred 
pension now. If an employee qualifies he may 
leave his contributions on deposit and we will 


give him a pension at age 65, or he can 
_withdraw them if he chooses. 


The Chairman: Gentlemen, that concludes 


our consideration of the CNR report. Mr. 
Schreyer? 


Mr. Schreyer: I want to hark back for just 


-amoment to the matter which I raised a few 


minutes ago having to do with the Canadian 


National Railway and a group of seven con- 


struction contractors that built the grade 


'known as the Great Slave Lake Railway. Mr. 
MacMillan, you said that you were not aware 
whether or not there was any litigation be- 


tween the CNR and this group of seven 
contractors, but I have a letter here from the 
Minister of Transport in connection with this 
matter. The Minister states that— 


The Chairman: Perhaps you can read the 
whole letter, Mr. Schreyer. 


Mr. Schreyer: The letter is addressed to 
me, and states: 
This is to acknowledge your letter of 
December 7,— 


Last year— 


—concerning difficulties experienced by 
the above mentioned construction compa- 
nies during the building of the Great 
Slave Lake Railway line. 

The matters referred to in your letter 
have been under study for some time. 
Since the case is under review at this 
time I do not feel at liberty to discuss it 
in any detail. 
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I will, however, undertake to keep you 
informed of developments in connection 
with this matter. 

Yours sincerely, 
J. W. Pickersgill 


I might say that in the ensuing seven 
months apparently there have been no deve- 
lopments because I have not been informed. 


The Chairman: Have you written to the 
Minister for further reports? 


Mr. Schreyer: Yes, twice as a matter of 
fact. But it strikes me as being somewhat 
strange that a matter should be under review 
by order of the Minister, and that you, sir, 
would not be aware of this problem. 


The Chairman: I do not think Mr. Mac- 
Millan said he was not aware of it, Mr. 
Schreyer; he said since it was under consid- 
eration he was not prepared to say anything 
about it at this time, which is in line with 
what the Minister has said. 


Mr. Schreyer: Mr. Chairman, I said right at 
the outset that if it was sub judice I would 
not pursue it, I understand that it would be 
improper. But if it is not sub judice, I would 
like to pursue it somewhat. 


The Chairman: In the light of the Minis- 
ter’s letter and Mr. MacMillan’s reply that if 
there was not litigation there soon would be 
and that he would just as soon not touch it, I 
think he is absolutely right in that. 


Mr. Schreyer: Yes, but this leads me to 
this: You would expect that there would be 
litigation but if these firms have gone into 
receivership or bankruptcy, how in the world 
could they initiate a civil suit? 


The Chairman: There could still be a civil 
suit even though they are in receivership or 
bankruptcy, Mr. Schreyer. 


Mr. Schreyer: Well, I would like to see 
what lawyer they would get to act for them 
on that basis. 


The Chairman: Well, you never know; 
there is such a thing as legal aid; I do not 
know if there is in Manitoba. We have now 
dealt with the Annual Report; shall I report 
the Annual Report of 1966 and the Annual 
Report of the Securities Trust? 

Some Hon. Members: Agreed. 

The Chairman: Thank you very much Mr. 
MacMillan, Mr. Vaughan, Mr. Bowra, and Mr. 
Toole. We are very happy to have been able 
to deal with the Annual Report of the CNR in 
what I think is some kind of record since it is 
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now five minutes past five o’clock. Perhaps it 
is due to the aggressive and dynamic policies 
of the CNR. 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, we are not trying to break records 
around here; we do not want all this to be 
misunderstood. We have been giving the rail- 
ways a pretty good check for the last few 
years. Mr. MacMillan has been a very good 
witness, and I think we worked hard; but it 
should not be thought that we were out to 
break a record at all. 


The Chairman: No, Mr. Bell; if you will 
remember my preamble, I stated that we did 
have the CNR twice before—on the CPR hear- 
ings of passengers, and on the National 
Transportation Act—and therefore that 
qualification has been put in. In fact, I think 
they have been here and dealt with more 
thoroughly in the past year than any other 
corporation. 


Mr. Schreyer: Mr. Chairman, just to give 
effect to Mr. Bell’s caution about not trying to 
break records, I have one more question I 
should like to put to Mr. MacMillan. 


The Chairman: It would surprise me, Mr. 
Schreyer, if you did not. We are going to deal 
with the Auditor’s Report; does it deal with 
that? 


Mr. Schreyer: No. 
The Chairman: All right. 


Mr. Schreyer: The question is simply this: 
During your years, sir, of connection with the 
CNR, can you recall any instances where the 
railway company made an adjustment in a 
contract that may have been improperly ten- 
dered, or inaccurately tendered; in other 
words, an adjustment from a bid basis to a 
cost plus basis? 


Mr. MacMillan: I think it is very dangerous 
for me to answer such a general question as 
that. I think it would be much better if we 
dealt with them on a specific basis. Would it 
be appropriate for me, Mr. Chairman, to 
thank you and the members of the Committee 
for the very courteous hearing you have 
given us today? Thank you, very much. 


The Chairman: If Mr. Ross, Mr. Boisson- 
nault, and Mr. Wells, would come forward 
please, we will deal with the Auditor’s Report 
to the year ended December 31, 1966, from 
the firm of Touche, Ross, Bailey, and Smart. 


To my immediate right is Mr. Howard 
Ross, the senior partner; Mr. L. E. Boisson- 
nault is to his right; and Mr. D. S. Wells. 
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Gentlemen, we are open for questions. Are 
there no questions? 


Mr. Bell (Saint John-Albert): I asked some 
questions during the time Air Canada was 
here, and while I do not wish to get into tha 
we did talk about Air Canada and the meth- 
od of financing they use and some of us 
suggested, in the light of present day compe- 
tition, the big demands for money and the 
super jets and the SST’s, that it might be 
advisable to look all this over. Now, can I get 
at it here by asking you what sort of hard- 
ship it imposes on the CNR to have Air 
Canada coming for this money periodically? 
Would you just take a minute to explain this, 
and relate what you think of it? 


Mr. Howard Ross (Senior Partner, Touche, 
Ross, Bailey, and Smart): I do not see this in 
terms of any hardship. If there are loans to 
Air Canada, interest is paid to the railway on 
those loans; if there are profits in the compa- 
ny, the railway gets the dividends. It is justa 
financing passing through the CNR, as it 
were. 


Mr. Bell (Saint John-Albert): Well, does the 
CNR have difficulty, though, in getting this 
money on short notice? Let me put it thi 
way: would it not be a difficulty for the CNR 
if larger sums were needed by Air Canada 
for these future greater commitments that we 
know about? 


Mr. Ross: I am not aware of any difficulty. 
The money goes through them; they get it 
from the Government and pay it to the air 
line. I do not think there is a question of 
difficulty there. 


Mr. Bell (Saint John-Albert): If $300 mil- 
lion was required, for example, to purchase 
SST’s by Air Canada, would the CNR just b 
able to provide it with no problem? 


The Chairman: Mr. Bell, perhaps we can 
have Mr. MacMillan up here, and he nee 
be able to guide us in that matter. 


@ (5.10 p.m.) 


Mr. MacMillan: The best answer is that the 
capital cost of the SST’s and, for that matter, 
of the Jumbo jets, if and when we get them, 
will very largely be defrayed by Air Canada’ 
own depreciation moneys and its. self- 
provoked capital. The program facing us in 
the future contemplates that we ourselves 
will have at least two-thirds of the funds 
required to do this. The remainder or th 
other one-third, will come along over a peri- 
od of perhaps three or four years, so that it 
will be divided by the interval of time in- 
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volved and will appear as a very much small- 
2r sum of money. 


Mr. Bell (Saint John-Albert): In other 
words, although the total may be quite large, 
she financing of it will be staggered and will 
1ot create much of a problem in any one 
year? 


Mr. MacMillan: That is correct. 


Mr. Bell (Saint John-Albert): Can either 
Mr. MacMillan or Mr. Ross tell us where the 
-NR gets this money? Do they have it readily 
ivailable? Is it not a factor in their own 
lemands for money? It affects their own 
inancing. They have to go to the market, 
nterest rates are high and there are longer 
erms involved. It is a picture that I somehow 
lo not understand; and it does not seem to be 
is modern or as efficient as I would like it to 
»e. I say that from Air Canada’s standpoint, 
10t that of the CNR. It is just that you are 
he vehicle. 


Mr. MacMillan: Yes. The capital require- 
nents are the result of the aircraft acquisi- 
ion program which is formulated some years 
n advance of deliveries because of the time 
{ takes to produce the aircraft after the 
rder is placed. So that there is nothing 
udden about it. It appears through us, as the 
ehicle, but in the cash position it will be 
educed to the cash requirements for a given 
ear. I expect that these requirements might 
ie as much as $30 million, $40 million, or $50 
qillion in a very heavy year. The remainder 
f the requirements for the acquisition of the 
ircraft in question will be produced by Air 
‘anada itself at that time. 


Mr. Bell (Saint John-Albert): I have one 
ther question, Mr. Chairman, which might 
lore appropriately be directed to Mr. Ross, 
Ithough I do not mind if Mr. MacMillan 
omments on it. This morning we heard a 
reat deal about why there should be a 
2capitalization of the whole financing struc- 
ure of the CNR. For years the CNR has 
ome to us and said: “Oh, this whole debt 
ucture we have is horrible. We cannot give 
ou a true picture of our company and of the 
reat success it is having. This must be 
Yaightened out’. We have extended you 
2rtain sympathy about this, and whether or 
jot this has acted as an incentive, you have 
rorked away at a deficit and have nearly had 
profit. Perhaps it might be a good idea to 
old this club, or mortgage, over your head, 
cause it has been successful in producing 
dod operations. 
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I want to ask Mr. Ross specifically what he 
thinks of the necessity of having this 
straightened out. He may wish to answer in a 
philosophical way, as an accountant, or relate 
it to the specific situation. Does it cause a 
great deal of worry? There is no comment 
about this co-called recapitalization in the 
review of your audit. 


Mr. Howard Ross (Senior Pariner, Touche, 
Ross, Bailey and Smart, Chartered Ac- 
countants): Well, there is no necessity to do 
anything, but the argument is that the pres- 
ent mode of interest creates an unfair pic- 
ture of the railway’s operation. It looks as 
though they are making a deficit when ac- 
tually they think they are operating efficient- 
ly and should be making a profit. It is a 
psychological matter, if you like—that there is 
something in the idea of having it constantly 
brought up that you are operating at a loss 
when, in point of fact, from an ordinary 
operating point of view, you are really operat- 
ing very well, but have an accumulation of 
past debts. That is the argument. 

However, from an audit point of view, 
so long as the _ statements show the 
actual interest that is being paid we are 
satisfied that they are reporting what is ac- 
tually happening. Therefore, whether or not 
you recapitalize and change that picture 
is not really an auditing question; it is 
just a question of whether you believe this 
presents a fair picture with that accumula- 
tive... 


Mr. Bell (Saint John-Albert): Do you agree, 
human nature being what it is, that if we did 
recapitalize it probably would bring about a 
fairly good profit picture, that the CNR just 
might go, willy-nilly, and spend all of its 
profit in ventures that would not be good for 
the Canadian people, and that it might be 
better to have a little bit of a mortgage held 
over your heads, similar to the church with a 
mortgage, the whole congregation of which 
works harder? 


The Chairman: You really do not expect 
him to agree with you, do you, Mr. Bell? 


Mr. Bell (Saint John-Albert): Well, Mr. 
Ross is an official of CNR. . 


Mr. Ross: The auditors are not particularly 
expert in human relations. 


Mr. Pascoe: Mr. MacMillan, I just have one 
question on the auditors report that I think 
Mr. MacMillan perhaps should answer. It is 
for information. 
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On page 5, dealing with property invest- 
ment, there is mention of road property, 
branch line investment and capital expendi- 
ture. It was in the amount of $65 million in 
1966 as against $45 million in 1965, which is 
an increase of $20 million. Is this an indica- 
tion that you are keeping branch lines in 
good repair? 


Mr. MacMillan: Yes, it does. I do not say 
that that flows necessarily from the figures, 
but you can take it on my statement that we 
are. 


Mr. Pascoe: You are keeping all branch 
lines in good repair? 


Mr. MacMillan: We are keeping the rail- 
way in an excellent state of repair. 


Mr. Schreyer: Mr. Chairman, to use round 
figures, the long term debt position of the 
CNR is in the amount of $1.7 billion, of which 
$.4 billion is held by the Government of 
Canada? Is that essentially the position? 


Mr. Ross: That is right. 


Mr. Schreyer: Now, have you got a break 
down of the $64 million required for debt 
servicing last year showing how much went 
for debt-servicing to Government of Canada 
loans and debentures, and how much to CNR 
bonds? I am really trying to find out whether 
or not there is a significant difference in the 
rates of the two categories of long term debts. 


Mr. Ross: Mr. Wells has the detailed 
figures. 

Mr. D. S. Wells, M.B.A., C.A. (Touche, 
Ross, Bailey and Smart, Chartered Ac- 


countants): The interest on the funded debt 
to the public was $58 million. The interest on 
Government loans was $16 million. Also in- 
cluded in the $64 million is amortization of 
discount of funded debt, plus a write off of 
the expense of borrowing the money over a 
period of time. That amortization figure was 
$1 million, making a total of $76 million. In 
reporting the $64 million that you have re- 
ferred to, a deduction is made for the $12 
million received from Air Canada on the 
loans to them. 


Mr. Schreyer: I notice, not in the auditors’ 
report but in the comparable sheet in the 
annual report of the railway, that reference is 
made to capital stock of subsidiary companies 
owned by the public. Is there a similar 
amount in the case of CNR itself, the parent 
company? Is there some capital stock of some 
significance still outstanding in the hands of 
the public? 
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Mr. L. E. Boissonnault (Chartered Ac- 
countant, Touche, Ross, Bailey & Smar: 
Chartered Accountants): That is so. 


Mr. Wells: All the stock of the CNR is 
owned by the Canadian Government. , 


Mr. Schreyer: I beg your pardon? 


Mr. Wells: All the stock of the CNR itself 
is owned by the Canadian Government. 


Mr. Schreyer: That is what I thought; but, 
on the other hand, I seem to recall some 
mention of a small amount of capital stock 
still outstanding and held by. . . . 


Mr. Boissonnauli: Excuse me, that is so; 
and it appears on the balance sheet as capital 
stock of subsidiary companies owned by 
public, and the amount is $4,345,185. Perhay 
we can find the details of those minori 
holdings in this rather voluminous data boo 


Mr. Ross: There may be minority interes 


report at pages 26 and 27. 


Mr. Schreyer: Oh yes; but not the C 
itself? 


Mr. Ross: No, no; some subsidiaries of 
CNR. 


Mr. Rock: Mr. Chairman, I think the C TI 
owns $10 million worth of shares in Air Can 
ada, and there is an outstanding amount 0 
shares that have not been sold as yet. Hor 
ever, I believe that they have a total amo 1 
of over $240 million worth of assets in 
Canada. Do you not feel, where only $5 
lion worth of shares are issued, that they a 
operating with assets, and practically owe tl 
amount of $240 million is bonds? 


Mr. Boissonnault: In other words, if I ur 
derstand you correctly, you feel that there? 
a disequilibrium between the capital stock, 
such, and the debt? 


Mr. Rock: Yes. 


Mr. Boissonnauli: The capital ratio | 
wrong? I think it is a bit unusual but I¢ 
not know that it has any, shall we say, @ 
consequences in a case like this. In othe 
words, in a purely public company, with t! 
stock owned by the public, this kind of rel 
tionship would be unthinkable because ni 
body would be prepared to lend to a compar 
where the equity of the shareholders was | 
small. But in this case I do not see that 
has any unfortunate results. 


Mr. Bell (Saint John-Albert): 
that Air Canada is a _ public 


It is t 
compal 
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yut do you not agree that not having it 
et up on a comparable basis creates a distor- 
ion when we try to get a picture of it? This is 
yart of the point I am trying to make. There 
s the weird situation of borrowing money 
hrough the CNR; the ratio is distorted; there 
s no provision for retirement; and there are 
10 debentures or anything of that kind. You 
Jo not really know where you are at. Even 
vithout any accountancy experience what- 
oever I feel that in this day and age, when 
\ir Canada is going to be really big in its 
inancial demands and is in direct competi- 
ion with CPA, it might be better if someone 
vere to modernize its accounting system. I 
igree that it has no dire consequence, but 
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somehow it does not give one a true picture 
of what the full operations are. 


Mr. Ross: I think this is a question some- 
what the same as the one you raised about 
the CNR’s interest. 


Mr. Bell (Saint John-Albert): Yes; I was 
approaching it from the opposite direction. 


The Chairman: 
auditors’ report? 


Do you approve of the 


Some hon. Members: Agreed. 


The Chairman: Thank you, Mr. Ross. 


Gentlemen, that concludes our work. We 
will not be meeting this evening or tomorrow. 
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(Recorded by Electronic Apparatus) 


Thursday October 19, 1967. 


The Chairman: Gentlemen, I see a quorum. 
We have with us today Mr. Vincent, the 
President and other officials of The Bell Tele- 
phone Company of Canada. I would ask Mr. 
de Grandpré, Vice-President, Law, to 
introduce the gentlemen who are here this 
morning. 


| Mr. A. J. de Grandpré (Vice-President, 


‘Law, The Bell Telephone Company of Cana- 
da): Mr. Chairman and members of the Com- 
‘mittee, on my left is Mr. Vincent, the Presi- 
dent of the Company. On my right is Mr. 
Martineau who is working with me on this 
matter. To his right is Mr. Scrivener, Execu- 
tive Vice-President of the Company. Behind 
me are Mr. Groleau, Executive Vice-Presi- 
dent of the Company, and Mr. Lester, also 
Executive Vice-President of the Company. 


The Chairman: Thank you, Mr. de 
Grandpré. Members of the Committee will 
recall we had one meeting with officials of 
The Bell Telephone Company of Canada. At 
that time they presented their brief but there 
was no questioning. It was my intention, as 
was set out in the Clerk’s letter to them, not 
to have the brief presented again. I am sure 
you all have had an opportunity to re-read 
the brief that was printed in our Minutes of 
Proceedings and Evidence. There is no need 
to print it again. I would ask that the brief 
be tabled now and that someone move a 
motion that the printed proceedings of the 
session of the 27th Parliament relating to 
Bill C-239 be deemed to form part of the 
Proceedings and Evidence of this Committee 
this session. 


_ Mr. Sherman: I so move. 


_ Mr. Cantelon: I second the motion. 
_ Motion agreed to. 


_The Chairman: Members also will recall 
hat under Standing Order 94 charges are 
evied to increase the capital stock. These 
hharges are $150,400 which The Bell Tele- 
‘hone Company paid in the last session. 
‘ince we did not get the bill passed in the 


last session either in Committee or the House 
it is necessary that they pay these monies 
again. However, there was discussion, I 
believe, between House Leaders and they are 
pretty well agreed. It is up to this Committee, 
of course, to recommend to the House that 
the capital stock charges collected and paid 
to the Receiver General of Canada and depos- 
ited in the Consolidated Revenue Fund in 
the course of the 1966-67 session by Bell be 
applied to the capital stock charges levied at 
this session so they do not have to pay them 
twice. I think it is fair. 


Mr. Leboe: I so move. 


Mr. Byrne: I second the motion. 
Motion agreed to. 


The Chairman: That recommendation will 
go to the House tomorrow. 


An hon. Member: What was the amount, 
Mr. Chairman? 


The Chairman: Charges of $150,400 that 
were levied under Standing Order 94 for 
increasing of capital stock and paid into the 
Consolidated Revenue Fund. 


Mr. Howe (Wellington-Huron): That will 
Save you a little bit of money. 


The Chairman: Gentlemen, you have the 
briefs which were sent out by the Clerk this 
past week. The briefs distributed to the mem- 
bers were: The Bell Telephone brief, the 
brief of Industrial Wire and Cable Compa- 
ny, the City of Montreal and the other briefs. 

The Steering Committee had a meeting and 
set this date for the hearing and for the 
questioning of Bell. No dates for other wit- 
nesses have been set until such time as we 
can determine how long we are going to be 
with The Bell Telephone Company question- 
ing. After the questioning of Bell is finished, 
whether it takes today, tomorrow, or another 
day, we will have another Steering Commit- 
tee meeting to determine the dates other 
witnesses will be called. If it meets with your 
approval we will carry on that way as 
agreed by the Steering Committee. 
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We will abide by the same rules as always 
in this Committee in that we will go in 
rotation and have ten or fifteen minutes for 
questioning so that each one gets his oppor- 
tunity to question. I am ready for questioners 
unless you have an opening statement, Mr. 
de Grandpré. 


Mr. de Grandpré: No, I do not believe so. 


The Chairman: Who wants to be first on 
the list? 


Mr. Groos: I will be first on the list. 
The Chairman: All right, Mr. Groos. 


Mr. Groos: I have no doubt you have read 
the brief which has also been submitted to 
the Committee... 


The Chairman: No; that brief has not been 
made public yet. Those briefs will be present- 
ed publicly when the people who prepared 
them are here. They are not given to the 
press, the public or anyone else, Mr. Groos 
and I do not think we should make a prac- 
tice of referring to briefs that have not yet 
been presented to this Committee. 


Mr. Cantelon: I think at this stage perhaps 
I might ask a few general questions. I was 
very much intrigued with the brief. I think it 
is the most self laudatory one that I have 
ever had the privilege of reading. Whether 
that should make us more suspicious or not, I 
do not know. However, it did not have that 
effect on me, I hasten to assure the gentle- 
men who are presenting it. 


You are asking to increase your capital. 
This seems to me to be a perfectly logical 
request. Of course, I do not know whether 
the amount is too large or too small, or what. 
I would like, first of all, to ask just how you 
did arrive at this sum of $750 million, and 
secondly, perhaps you could tie in with that 
why you want to issue preferred stock when 
you have never issued any preferred stock 
before? I will direct the question generally 
because I do not know which one of you will 
care to answer it. 


Mr. M. Vincent (President, The Bell Tele- 
phone Company of Canada): To answer the 
first question, would you like to turn to 
Exhibit No. 1 at the end of the brief, which 
shows the different steps to get to the amount 
of $750 million. 


On the first line is the estimate of the 
capital expenses for the next ten years. The 
present level is around $300 million. I think 
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this year we will be a little over, but not 
much. Probably at the end of this period it 
will be about double that amount. It will be 
about $600 million. The average is some- 
where around $400 million a year for capital 
expenditures and actually the estimate came | 
out to $4.35 billion. | 


Mr. Cantelon: I wonder if I might interject _ 
here? This you are basing upon your present — 
rate of expenditures? 


Mr. Vincent: That is right. 


Mr. Cantelon: Well then, with the way 
prices and everything are going today... 


Mr. Vincent: Well, when you say the pres- | 
ent I think it is largely based on the last ten | 
years. I mean, it is a general trend over the 
years without going back a hundred years, 
But taking the last ten, the Company has 
doubled in the last ten years and it is our) 
view that it is probably going to double again | 
in the next ten. . 

I would like to point out to you that of this | 
estimate of $4.35 billion about 60 to 65 per 
cent—closer to 65 percent—is to meet the | 
growth in terms of new demand. This is to 
meet new customers. For instance, we have 
five million telephones today; we had about 
half of that, let us say ten years ago. So, 66 | 
per cent of this is to take care of new! 
customers and new demands. a 

About 20 per cent is what we call “stand- 
still money”, if you will, or sometimes we use. 
the term “housekeeping money”, and is 10) 
replace bits and pieces that have to be 
replaced to keep it at just the same level. 
This is not to meet growth. This is something 
we would have to do if we did not have one | 
additional customer. It is the same as if you 
have your furniture repaired, but you do not 
buy another chair; it is just to keep what 
you have in good shape. : 

The other 15 per cent is modernization. 
These are things that perhaps could last a | 
little longer but are getting quite obsolete. It 
is not the kind of service that people want 
any more: In round figures, then, there is; 
about 65 per cent of this just to meet the | 
growth, there is about 20 per cent 10! 
keep things in good shape, and about 15 per) 
cent to modernize. i 


4 


I would like to say with regard to the 60. 
per cent to meet growth that we are not. 
going to put in antiquated equipment; I) 
mean, in a sense the new things to meet the 
new customers are going to be more modern 


ee eee ee 
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than what we have. So there is an element of 
modernization when you put in new things to 
meet growth and there is also I suppose in 
the so-called ‘“stand-still money’. If we 
change a piece we are not going to put in an 
old piece. There is an element of moderniza- 
tion in this 60 per cent. This explains line 1, 
which is a big estimate in the amount of $4 
billion. 


The other requirement of $400 million for 
the next ten years is to maintain our equity 
in the same proportions as today in some of 
the subsidiary companies. When I say ‘“sub- 
sidiary” they may be subsidiary or other 
investments where we do not have control. 
By far the biggest pieces in this are the 

equities in Northern Eleciric, Avalon Tele- 
phone Company in Newfoundland, the Mari- 
time Telegraph and Telephone Company in 
Nova Scotia and Prince Edward Island, the 
New Brunswick Telephone Company and the 
Northern Telephone Company. Those are the 
big pieces. There are some smaller ones. Of 
the big pieces, the biggest is Northern Elec- 
tric. Of this $400 million there is probably 
over $200 million—it may be $225 million, 
‘something in that order—in our estimate for 
| the additional Northern Electric equity that 
will be required. 

- So, this brings us to line three, which 
shows a total of $4,750,000. Now, let me say 
this before I look at the other pieces. It is not 
too long ago that two thirds of the capital 
expenditure had to come from new money. 
We could only do about one third internal 
| financing because of the fact, of course, that 
we are a regulated business, and the two 
main sources of internal financing are the 
depreciation reserve, which, of course, is get- 
ting bigger all the time, and whatever 
retained earning we have. The internal 
financing is now getting a little closer to one 
half instead of one third. Particularly 
_ because of the size of the depreciation 
reserve. Half of the capital expenditure has 
to be financed by external financing. For this 
-reason you have heard many times, I am 
sure, and you may have read it in the finan- 
-Cial papers, that the Bell is probably the 
largest user of new capital in Canada every 
year. So, the resources we have internally, 
the depreciation reserve which we estimate 
will provide $2,150,000, and what is called 
here “other resources” on line five as 
retained earnings, provide for a total internal 
'financing of $2.4 billion. As I pointed out, 


$2.4 billion is about half of $4.7 billion and 
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this has changed in the last five years itself, 
because before it used to be only one third. 
Therefore, our net requirements or outside 
money, is $2.3 billion, on line 7. 


Now the debt ratio, or debt money, has 
always been fairly close to 40 per cent. The 
Board of Transport has ruled for some years 
now that we should have a debt ratio of not 
less than 40 per cent, and if we did they 
would not recognize it for rate-making pur- 
poses. We have kept this at 40 per cent or 
above, and I think by the time we finish the 
year it will be closer to 43 per cent; some- 
thing of that order. So, for the purpose of 
this estimate we have assumed 40 per cent 
debit—bonds. Incidentally, we have a very 
simple capital structure consisting of either 
first mortgage bonds or common stock. If we 
assume 40 per cent, that means $1 billion 
would come from bond issues. Then the rest 
would be $1.3 billion in equity. 


We have to assume some issue price here. 
We have to assume, in order to get the 
market—-the market price is pretty difficult 
these days—an issue price of approximately 
$42 or $43. That would give us about 30 
million shares. Thirty million shares at the 
par value of $25 comes out to par value of 
the authorized additional capital required at 
$750 million. I might point out that the book 
value of the stock today is $39. I would also 
like to say that while $750 million sounds 
like a lot of money, actually if you consider 
price index figures published by the govern- 
ment, this $750 million is equivalent, per- 
haps, if you go back ten years, to a little 
more than the $500 million which was—if 
you look on Exhibit No. 2—the last increase 
requested ten years ago, in 1957. I think 
actually today this $750 million will not buy 
much more than the $500 million we asked 
for ten years ago. So, while it looks like a big 
figure, it will not buy more than what we 
asked for the last time. 


I have attempted now to answer the first 
question. You asked a question about the 
preferred stock. We do not intend to do it at 
the moment; I think what we are asking for 
is the power to do it if we think at some time 
in the future we may need it. As the require- 
ments get larger these two markets, the com- 
mon share market and the bond market, both 
could present some difficulties or a little high- 
er cost and we would like to have the author- 
ity to go for preferred shares in the future if 
ever we find that according to the best advice 
from both our own financial people and our 
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outside advisers that we should for preferred, 
if the two other markets are difficult and if 
this would result in better cost of money. 
But, to answer your question, we are not 
asking for the power to issue preferred stock 
now. We do not know when we might do it. 


The Chairman: But you could do it, if it 
were passed, right now. 


An hon. Member: No, they could not. 


Mr. Vincent: Mind you, I do not know if 
you want to discuss this article now but we 
could do it; we have the power now, but it is 
such a complicated way of getting it that we 
are asking an easier way of doing it. 


The Chairman: That is what I want to 
clarify; you have that power now. 


Mr. Vincent: We have that power now, 
except that the conditions.... Can we go into 


this, Mr. Chairman? 


The Chairman: I think so; I am sorry I 
brought that up. 


Mr. Cantelon: Yes, I was really interested. 


Mr. Vincent: Since you are talking about 
preferred, why do we not discuss this article 
now? 


The Chairman: That is what we are 
discussing. 
Mr. de Grandpré: Reverting to the 


question of preferred shares, we have this 
power under the Canada Corporations Act, 
but it is so complicated that as far as a 
company the size of Bell is concerned, it is 
almost impossible to follow the rules of the 
Canada Corporations Act. There would be 
three ways open to us: namely, a unanimous 
sanction by a vote of shareholders present at 
a meeting and representing two thirds of the 
shareholders—and we have over 256,000 
shareholders, so it is impossible to think in 
these terms—the unanimous consent in writ- 
ing of the shareholders or, finally, by a sanc- 
tion of three quarters in value. 


Mr. Cantelon: In effect what that says is: 
“Well, you can have it but you just try and 
get it.” You will have some trouble doing it 
but by this new change that you are asking 
for, it is a comparatively simple matter so 
while I may have been a little out in saying 
that you are asking for a new power, I think, 
actually, it is a new power. 


Mr. de Grandpré: We are trying, more or 
less, to make accessible a power that is availa- 
ble to all or to several other corporations 
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which are somewhat smaller in the number 


of shareholders but this, as Mr. Vincent just 


mentioned, does not mean that we are going 
to have preferred shares tomorrow. We just 


want to have the necessary flexibility to take 


advantage of a possible market that would 
make the cost of money slightly less expen- 
sive. If the cost of money is less expensive, of 
course, the subscribers will eventually benefit 
from it. This is the only reason why we are 
asking for this power under clause 3 of the 
Bill. 


Mr. Cantelon: I think you gather, since I 


asked the question, that I am rather opposed 
to it and to your having it because, it seems 
to me, this tends to limit the opportunity for 
the very large number of shareholders that 
you have in Canada—and probably you will 
have more in the future—to share in the 
increasing prosperity of the Company 
because if you get a preferred share, no 
matter how prosperous the Company gets, 
you merely get a fixed rate of income on that 
preferred share. This might be advantageous 


for the Company but I thought that it was not 


quite so advantageous for the shareholders. 
Mr. de Grandpré: The shareholders, as you 


realize, will have to approve any issue of 


preferred shares and if they do, this will be 


their acquiescence in this step forward, I 


suppose. 


Mr. Cantelon: I think you have answered 
my question. 


Mr. Jean Martineau, Q.C. (Counsel for The 
Bell Telephone Company of Canada): May I 


add this: the market may be such that it 


would be difficult to sell common shares when 
the demand might be for preferred shares. 


Mr. 
1929. 


Mr. Martineau: The investing public might 
demand preferred shares and in such a case, 
if the Company needed money, then we 
would have to go into preferred shares. It is 


Cantelon: 


not a question of trying to deprive anyone of d 
the benefits of the good management of the 


Company, but one of having the money when 
it is necessary. So far, it has not been neces- 
sary but it might become so and it is in case 
it is necessary. This is the main object. 


Mr. Schreyer: Mr. Chairman, at this stage 


I just want to ask the witness whether the — 


figure of $750 million, which is referred to, is 
the amount of increase that Bell would like 
to have in the amount of authorized capital, 


but this really does not give a clear picture 


We might have another 
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of what the actual increase could be in their 
capital if this provision were implemented. 


Mr. Vincent: Do you mean if we did not 
have to pay more than that? Is that what 
you have in mind? 


Mr. Schreyer: Yes. 


Mr. Vincent: We would have to come back 
sooner. This estimate... 


Mr. Schreyer: No, no. You are asking for 
an increase of $750 million in authorized 
shares—authorized capital. 


Mr. Vincent: We expect that this will be 
for ten years as it has been every 10 years. If 
you look again at Exhibit 2, this is about the 
way we were in 1929, in 1948 and then in 
1957. Sometimes we have gone for 15 or 20 
years but recently it has been about 10 years. 
As you can see, it is 1948, 1957 and 1967. If 
this rate of growth, let us say, or if this 
money does not last 10 years then we will 
have to come back and ask, as we are doing 
today, and as we did in 1957. 


Mr. Schreyer: That is not quite the point, 
Mr. Chairman, asking for an increase of $750 
million in authorized capital. But the shares 
are not issued at par. Therefore, an increase 
of $750 million in authorized capital could 
mean a substantially greater... 


Mr. Vincent: We think it is going to mean 
$1.3 billion. It is right there. It is not like 
mines. We assume that the issue price is 
going to be quite above this because the book 
value, as I pointed out, is $39, and we would 
expect that the issue price—of course, the 
price today, with the market the way it is, 
would not be $43 if we had to make an issue. 
We could not sell it for that. But we are 
assuring that within the next ten years, we 
will be able to issue at a price of $43 and we 
need for equity $1.3 billion and we expect we 
will get a $1.3 billion but the par value is 
$750 million which would produce $1.3 billion. 


Mr. Schreyer: Mr. Chairman, I have other 
questions but not relating to the matter of 
raising additional funds so I will pass for the 
time being. My other questions have nothing 
to do with the point under discussion. 


The Chairman: It is all right. Go ahead. 


Mr. Schreyer: One of the other major 
aspects of the Bill has to do with a request 
by The Bell Telephone Company for a 
redefinition of its function, having to do with 
the definition of the words “telephone” and 
“telecommunications”’. I suppose you are well 
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aware that certain interested groups have 
made representations pointing out that what 
The Bell Telephone Company is asking for in 
this Bill is a tremendous widening of its 
spoken function, that it... 


Mr. Vincent: There is no change in the 
function; there is no change in what we have 
been doing. In fact, there were changes in 
the words back in 1948 and this is merely 
using more up-to-date language, if you like, 
but it is not an attempt to get in other fields 
or to broaden our functions. This is using 
words that have to do with another piece of 
legislation. 


Mr. de Grandpré: In reply to your ques- 
tion, I think that for a better understanding 
of this clause 7 of the Bill, we need to look at 
the power that was granted by Parliament in 
1948. In 1948, Parliament granted a clarifica- 
tion of the then existing powers of the Compa- 
ny and I think it would be well to read again 
articie five of the 1948 amendment. It reads: 


It is hereby declared that subject to 
the provisions of the Radio Act, 1938, 
chapter fifty of the statutes of 1938, and 
of any other statute of Canada relating 
to radio and radio broadcasting and to 
the regulations made thereunder, the Com- 
pany has and always has had the power 
to operate and furnish wireless telephone 
and radio-telephone systems and to pro- 
vide services and facilities for the trans- 
mission of intelligence, sound, television, 
pictures, writing or signals. 
and this is a power that we have enjoyed at 
least since 1948, if not before. 


Mr. Schreyer: If you have that power and 
have had it for this period of time, why are 
you asking, in the Bill, for the substitution of 
the word “telecommunication” for ‘“tele- 
phones’’? 


Mr. de Grandpré: Because we have real- 
ized, over the years, that whenever Parlia- 
ment were discussing the emission of intelli- 
gence, sound, television, pictures, writing or 


signal, they always called that ‘“tele- 
communications”. They did call this ‘‘tele- 
communications” in the Canadian Overseas 


Telecommunications Corporation Act. They 
did the same thing in the Criminal Code. The 
Radio Act had a similar definition. Being in 
the same area of activities, we thought that it 
was normal to use the same words to define 
the same kind of operation. 


The Chairman: That will include satellite 
too, will it not? 
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Mr. de would include 


satellite... 


Grandpré: It 


The Chairman: Although it is a much 
broader scope or function than you have at 
the present time. 


Mr. de Grandpré: I do not think so. Satel- 
lite is just another piece of hardware to do 
exactly the same thing that is now being 
done by a microwave system. When the sig- 
nal is beamed to the satellite for transmission 
the satellite just reflects that beam back 
down to the ground station. Then it is picked 
up by the ground station and distributed to 
the various channels. If you have a 
microwave tower it performs exactly the 
same thing except that it does it in a horizon- 
tal way instead of shooting it up into the air 
and then transmitting it back down to the 
earth. Actually, the net result is exactly the 
same; it is just a different means of perform- 
ing exactly the same thing. It is another 
facility for the transmission of intelligent 
sound and so on. “Satellite” is probably a 
glamourous word today, in the same way as 
“microwave tower” was away back in 1948 
when we were before Parliament. However, 
it is performing exactly the same function, 
namely the transmission of intelligence. I am 
using “intelligence” in the very broad term to 
include all the things that are defined in 
Section 5 of the 1948 Act. But it is nothing 
different. 


Mr. Schreyer: Does the witness mean to 
imply that the word ‘“‘telecommunication’”’ is 
more comprehensive or inclusive? 


The Chairman: That is what he seems to 
imply. 


Mr. Schreyer: I think this should be made 
very clear. I would like to ask the witness if 
he means to say that the word “telecommuni- 
cation” is more comprehensive than the word 
“telephone” or “radio-telephone’’. 


Mr. de Grandpré: I agree that it is more 
comprehersive than the word “telephone” if 
you mean, by “telephone”, simply the com- 
munication of two persons by voice from one 
telephone set to another. Before we compare 
definitions I think it is necessary that we 
agree on them. If you mean, by “telephone”, 
the kind that you have on your desk and the 
receiver at the other end has on his desk, that 
is one thing, but “telephone’ ’as it was defined 
by Parliament in 1948 was more comprehen- 
sive than the limitative definition or under- 
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standing that one has today. It is very diffi- 
cult for me to answer your question without. 
knowing exactly what you mean by “‘tele- 
phone”. If you mean by “telephone” the 
whole spectrum of communication between 
two persons then I do not think there is any 
difference between “telephone” and “telecom- 
munication”. This seems to be the defin‘tion 
accepted by Parliament in 1948. When you 
provide services and facilities for the trans- 
mission of pictures, for instance, would you 
call that ‘telephone’? If in your understanding 


of the word it does mean telephone then we 


are talking about the same thing and there 
is no disagreement between us. 


Mr. Orlikow: The question is not what we 
think it means but what you think it means, 
and what you intend to do with this after 
you get it? That is the key question. 


Mr. de Grandpré: We want to do exactly 
what we have dcne under Section 5, provide 
the necessary facilities and services for the 
transmission of intelligence, sound, television, 
pictures, writing or signals. 


Mr. Schreyer: On that very point, Mr. 
Chairman the witness feels that in the rather 
immediate future there will be a fusion of 


telecommunication and other forms of com-— 


munication media into one rather sophisticat- 
ed electronic media of communication. For 
example, in the United States at the present 
time there seems to be a series of merges 
underway or already completed between tele- 
communications firms, publishing houses and 
so cn. What is the purpose behind this? Is it 
largely because of company financing or is 
there something more than that involved? 


Mr. de Grandpré: We do not intend to be 
anything but excellent common carriers. That 
is what we intended to be; that is what we 
have said in the past and that is what we 
intend to do in the future. However, we want 
to provide the best common carrier services 
that Canadians desire if they want to keep 


communications flowing from one side of the 


country to the other. But to clarify my 
answer, we do not want to get into broad- 
casting, for instance. 


The Chairman: But would you not have 
the power to be in it if this passed? 


Mr. de Grandpré: We would have the 
power to be in it provided the Department of 
Transport issues a licence and provided the 
new broadcasting... 
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The Chairman: That is not my question. 
You will have the power to apply for it if 
this Bill should pass? 


Mr. de Grandpré: We have it now. 


+: May I complete my answer. 

I would not like to mislead the Committee. 
We also have added in this clause one clarifi- 
cation; we want to have the power to build 
alone or in conjunction with others. The 
reason for wanting th’s power is that we-do 
not cover the country; Bell Canada covers only 
Ontario and Quebec and through subsidiaries 
we cover the eastern parts of Canada. There 
are some projects that we would like to do in 
conjunction with others, and I thought it 
necessary to clarify this particular aspect of 
the operation. As I said, we would like to do 
it alone or on behalf of others, the reason 
being that in several instances in the psst— 
and I am thinking particularly of the defence 
communications that we have built for the 
department—we have acted more or less as 
agents for all the other common carriers in 
this country so that the department would 
not have to enter into negotiations with 
three, four, five or six different groups. It 
then would be up to us to agree on the 
contract with the department and either to 
request others to build the system according 
to specifications determined by the depart- 
ment or build them for us under an indemni- 
ty agreement. That is the reason we have 
added these additional words, and that com- 
pletes my answer. 


Mr. Schreyer: I have one very specific 
question. By virtue of what section of the 
Act do you have authority now, as you say, 
to engage in communications other than 
telecommunications? 


Mr. de Grandpré: Because of Section 5 of 
the 1948 amendments. As a matter of fact, in 
this connection... 


Mr. Schreyer: 
before you? 


Do you have Section 5 


Mr. de Grandpré: Yes, and I just read into 
the records. 


Mr. Schreyer: I know you did. 

Mr. de Grandpré: Do you want me to read 
it again? 

Mr. Schreyer: Just the last portion. 

Mr. de Grandpré: 


.;. the company has and always has had 
the power to operate and furnish wire- 
less telephone and radio telephone sys- 
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tems and to provide services and facili- 
ties for the transmission of intelligence, 
sound, television, pictures, writing or 
signals. 


So having the power to provide services 
and facilities for the transmission of intelli- 
gence, sound and signal, is subject to the 
Radio Act. 


I must say that since we filed our bid the 
Department of the Secretary of State and the 
Secretary of State herself have been in com- 
munication with me, suggesting, that after 
the words “the Radio Act”, on page 5 of the 
Bill, we add “and the Broadcasting Act”. I do 
not know whether it is still the new Act; I do 
not know whether it is the Canadian Broad- 
casting Act now instead of the Broadcasting 
Act, but at any rate I have agreed with the 
Secretary of State that this amendment could 
be inserted after the words “of the Radio 
Act”. So it would be, “of the Radio Act and 
of the Broadcasting Act or Canadian Broad- 
casting Act” as it reads today. I have it here, 
but do not remember exactly what the name 
of the Act is. 


Mr. Schreyer: I refer you to your brief on 
page 27, where you state in line 17: 


As sole owner of Northern Electric, and 
beneficiary of its efficient and profitable 
growth, Bell has a real and important 
responsibility to see that Northern has 
access to new capital. 


Why should Bell Telephone feel such a pro- 
found sense of responsibility for Northern’s 
access to capital? Northern, after all, is a 
corporation standing on its own. Has it not 
got access to conventional sources of money 
in the money market like any other corpora- 
tion? Why should a firm that is enjoying a 
privileged position and a monopoly situation 
use its special position to see to it that anoth- 
er corporation, even if it be a subsidiary, has 
access to new capital? I ask you, perhaps on 
an academic plane, does this not have the 
effect of spreading over from a regulated 
industry into an unregulated area of indus- 
try, monopoly advantages? 


Mr. Vincent: May I take a little time to 
answer this as it is a very important ques- 
tion. I would like to answer, in the first 
place, why we would have a controlling inter- 
est—let us say 51 per cent for the sake of a 
figure; and I would like to go on as to why 
we would like to own it 100 per cent after 
that. 


I think it is because of the kind of quality 
of service, quality of transmission particular- 
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ly, which people are taking for granted 
today. What is happening on this con- 
tinent—the same thing has happened in 
the U.S. and it has happened here—is happen- 
ing in other parts of the world, but not all 
over. There is a way to give the kind of 
service that we have; that is that the operat- 
ing company, the telephone company, the 
people who operate it must be able to esti- 
mate the kinds of services that people want, 
that people are demanding. To be able to 
give this kind of service you have got to 
control the manufacturing arm. You have got 
to control the quality of the production, and 
you have got to control the cost, and you 
have got to control the delivery and the 
timing when this is provided. This is what 
has made a success of what is going on in the 
U.S. and what is going on here in Canada. 
You need, along with this, access to research 
and development. If you cannot have your 
own, you have to find it somewhere. In our 
case, we buy a good part of it but we also 
have our own which is the largest research 
centre in the country. 

What people still do not understand today 
is that the telephone network, this big 
machine which people visualize as a physical 
thing that is more or less flexible, a little 
rich, is not that at all. There is not a minute 
in the year when something is not changed 
in the network. Three hundred and sixty-five 
days of the year, every minute of the day, 
somebody, somewhere is making changes. 
Sometimes it is a small piece and sometimes 
it is a hell of a big office being changed. But 
something is changing all the time. You have 
got to have co-ordination and planning par- 
ticularly. It starts with the planning; it starts 
with the people thinking together in 
research, the people who manufacture a 
thing, the people who instal it, and the peo- 
ple who operate it. And things go on every 
hour. You will not have this if you do not 
control the manufacturing arm. 


This, as I said, goes on with the AT and T 
in the States, it goes on with Bell of Canada, 
IT and T have the same kind of thing, and 
General Telephones have the same sort of 
organization. There was a committee of the 
members of the House in England not too 
long ago, where they were trying to get toa 
one supplier type of approach—the kind of 
approach that is going on on this continent. 
Rather than have half a dozen they would 
have to try to amass the equipment of all 
these suppliers, while not having the same 
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control as we have here. This is realized in 
England today; it is realized in France. And 
kind of co-ordination. 


Mr. Schreyer: Mr. Chairman, I would not 
doubt for one moment that there are certain 
advantages just as the witness suggests. But 
will you not admit that certain abuses can 
arise? I will ask this question. What propor- 
tion or percentage of the total expenditures, 
made by Bell Telephone for equipment and 
supplies is made to Northern Electric? Can 
you give an approximation? 

Mr. Vincent: We buy about two-thirds of 
what Northern is producing. 

Mr. Schreyer: No, no; I did not mean that. 

Mr. Vincent: I am coming back to that. Do 
you mean the percentage of our purchases, or 


xpenditure as a total? Or are you talking 
about purchases of plans? 


Mr. Schreyer: Of what? 


Mr. Vincent: Purchases of equipment and 
plants. You are not talking of the labour 
content? 


Mr. Schreyer: No, no. 


Mr. Vincent: You are talking about what 


we buy. What of that is 


Northern’? 


Mr. Schreyer: That is right. 


percentage 


Mr. Vincent: Well, I guess we buy for a 


couple of hundred million a year from North- 
ern. Their sales of what they produce them- 
selves are about $300 million. We buy two- 
thirds of that which is about $200 million. 


Mr. A. G. Lester (Executive Vice-President, | 
Planning and Research): We purchase about 
$200 million of their manufactured products. — 


Of our total purchases—of course, we have 
purchases of many other things 
plants and equipment—this is about two- 
thirds. In other words, we do have purchases 
from people other than Northern. But of the 
plants and equipment proper, that is the 


besides 


| 


technical part, I would expect that our pur- — 
chases from Northern represent about 85 per | 


cent. 


Mr. Schreyer: Yes. It is as substantial as I 
thought it would be. The problem that arises, — 


then, is: 


how is the public to know or be | 


satisfied that these transactions are, in fact, 


arm’s length transactions? 


Mr. Vincent: Well, this has been gone into - 
quite frequently by the Board of Transport — 


Commissioners because we are regulated. 
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Mr. Schreyer: Yes, I know. 


Mr. Vincent: They have had the chance to 
look into these kinds of things you are talk- 
ing about, and not in a superficial way. Some 
of these things have gone on for two weeks. 


The Chairman: Mr. Vincent, I should point 
out to you there are many on this Committee 
and many in Parliament who do not agree 
with the system of the Board of Transport 
Commissioners, so we might have to go 
through it here. 


Mr. Schreyer: Mr. Chairman, I would like 

to ask this final question for the present. I 
certainly would agree that on the one hand, 
the effect of what Bell is asking for in the 
Bill would be beneficial in certain respects. 
The economy of scale, efficiency of operation, 
and a greater capacity for increased research 
and development, would all be beneficial and 
presumably in the national interest. But, to 
offset against that, it seems to me we must 
contend with the possibility and danger, and 
I put this question: Would there not be a 
trend toward too much concentration in the 
communicaticns industry, thereby creating 
the danger to the national interest of having 
control in the communications industry lying 
within fewer and fewer hands? Once this 
pattern was set in motion it could lead to 
such a degree of concentration that we 
would, in fact, be in danger of a few power- 
ful firms in the communications industry hav- 
ing their thumb on the key. 


Mr. Vincent: You are touching on the 
most important point in the whole subject. 
‘This is not only my view of this industry. It 
is the same in government as it is in corpora- 
tions. Sometimes we try to do many things 
and set many goals. In our endeavour to 
accomplish so much we sometimes get into 
Situations where there are conflicting goals. 
We then have to decide what course to 
‘steer—whether to go in the centre, or a little 
to starboard or to port. For the good of the 
economy, the Department of Trade and Com- 
Merce, the Department of Industry and the 
Economic Council pretty well all advocate, 
the need for larger units to compete in the 
world market. They go far in advocating 
certain mergers if we are going to compete in 
this day and age on the world market. 

_ Today there is far more talk of competition 
on the world market than ever before, and 
‘Canada has made quite a good start. North- 
ern has been able to do it. Just in recent 


years. To compete on the world market a 
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company has to be fairly big and fairly 
efficient. There are just about five communica- 
tions suppliers that can compete on the world 
market. There are Government departments 
which advocate this kind of thing; and they 
go farther than that and say that if, in certain 
areas, industries are found to be inefficient, 
too small, or unable to acquire the skills 
necessary to compete on the world market, 
we should try to get into something else. Let 
us do what we can do well. On the other 
hand, of course, there is legislation such as 
the Combines Act which really was written 
back in the 1930’s, or thereabouts, in the 
Spirit that competition is good, per se, if you 
will—that if we have competition this is 
good; but this is not always necessarily so. 
One can think of situations where the consum- 
er is better off without competition by many 
people doing an unsatisfactory job. This legis- 
lation was written when there were tariff 
walls, and it was designed to promote the 
idea of domestic competition. These policies 
are in conflict and you have to decide which 
is preferable. 

I agree with you, really. It is time, as you 
Say, that there is going to be less competition 
in the country if there are industries big 
enough to compete on the world market. 


The Chairman: I will have to pass you 
right now, Mr. Schreyer, and come back to 
you, Mr. Allmand. 


Mr. Allmand;: Sir, at page 20 you point out 
the comparative costs to consumers for the 
use of telephones. Bell shows to advantage 
because it appears that the people of Ontario 
and Quebec enjoy a lower rate than do other 
countries. How do business rates in Ontario 
and Quebec compare with those of the Unit- 
ed States and other countries? 


Mr. Vincent: Have we got that? 


Mr. R. C. Scrivener (Executive Vice-Presi- 
dent (Operations), The Bell Telephone Compa- 
ny of Canada): The comparison with the 
United States, for example, is as favourable, 
or perhaps even a little more favourable. 


Mr. Allmand: You mean the ratio? 
Mr. Scrivener: Yes. 


Mr. Allmand: Therefore, the cost to the 
Canadian businessman is... 


Mr. Scrivener: ...relatively better than in 
the United States, if you use all these com- 
parisons. Now, the situation outside of North 
America is different and the comparisons can- 
not really be made because a great many of 
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the national systems do not provide all the 
businessman’s service. In other words, they 
terminate the line at his premises and he 
may provide his own gear and apparatus. 

For example, in the United Kingdom today 
they are in an awful mess with this because 
when they try to modernize they cannot get 
at that piece of the network because it does 
not belong to, nor is it part of, the general 
system. However, when you make a compari- 
gon between, for example, Canada and the 
United States, Canadian business rates basi- 
cally are, on the average, lower, for the same 
kind of service and the same size of place, 
than in the United States. 


Mr. Alimand: What percentages of Bell’s 
income are represented by telephone and 
related services provided by Bell and by 
income from Northern? 


Mr. Vincent: You mean what does the divl- 
dend from Northern amount to in dollars? 


Mr. Allmand: Yes. How does it compare 
with your total income from your telephone 
and related services? 


Mr. Vincent: You are not speaking of the 
total net income but of the percentage com- 
ing from Northern? 


Mr. Allmand: That is right. 


Mr. Vincent: You are not speaking of total 
revenues. I thought you used the word “reve- 
nues’”, but you are not speaking of revenues. 
You are speaking of the net income? 


Mr. Allmand: That is right. 


Mr. Vincent: Northern brings in about $8 
million out of $124 million. 


Mr. Allmand: You have said that your 
company buys about two-thirds of Northern’s 
production. I presume the other one-third is 
sold on the market to outside buyers. Is the 
market restricted to Quebec and Ontario or 
do you sell on the total international Canadian 
and American market? 


Mr. Vincent: We sell to the rest of Canada, 
the United States and the world. In recent 
years Northern has been successful in enter- 
ing the international market and has sold to 
Greece, Turkey, Iran, Venezuela, Nigeria and 
quite a number of other places. 


Mr. Allmand: Is Northern the biggest pro- 
ducer of this type of equipment in Canada? 


Mr. Vincent: It is not only the biggest 
producer in Canada but it is the only produc- 
er in a number of things, particularly in 
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switching equipment. There are other produc- 
ers of cable and telephone sets, some 
microwave systems and things of that kind 
but in certain types of electronic switches or 
crossbars, I think it is the only one. 


Mr. Lester: Yes, this is right. There is one 
other manufacturer in Canada of the older 
tyne of Strowger step-by-step switches, but 
Northern is the only manufacturer of modern 
switching equipment such as electronic cross- 
bars. This is really the foundation of its 
foreign trade. 

I should point out that as of now Northern 
has approximately $53 million worth of 
foreign orders. 


Mr. Ailmand: What percentage of 
ineome comes from the international market? 


its’ | 


Mr. Lester: As Mr. Vincent has pointed | 
out, it has only fairly recently entered the | 


international market. There has been a break- 
through within the last two or three years. If 
I remember the figures, I 


books, and if I remember the figures correctly, 
this year these sales will amount to about $20 
to $25 million out of total sales of about $300 
million; so we are speaking of about 8 per 
cent. 


Mr. Alimand: Generally speaking, is North- 
ern the only company with its own research 
facilities in the sales field with this type of 
equipment? 


Mr. Lester: In Canada? 
Mr. Allmand: Yes. 


Mr. Lester: This is true in Canada. As Mr. 
Vincent pointed out, there are really only 
four or five foreign competitors in the interna- 
tional field. All of these companies which are, 


generally, in Europe, have their own research | 


facilities. 


Mr. Allmand: At page 25 you mention the 
development of micro-electronics. Will this 
type of development lead to expanded interna- 
tional markets and to areas other than the 
traditional telephone uses and so forth? 


mentioned that | 
they had orders worth $53 million on their | 


Mr. Lester: I would think so. Perhaps I 


should use the easier terms. You get a lot of 
names for micro-electronics and integrated 
circuits and thin film circuits and this kind 


of thing. This is the scientific trend of the| 


present day. These types of components are 


going to be included in all kinds of electronic 
systems, the telephone, telegraph or what. 
have you, pictures; medical research and so | 
on. * | 
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Mr. Allmand: Are these components being 
used in computers? 


' Mr. Lester: Yes, very much so. You per- 
haps know that about two years ago North- 
ern started what they call an Advanced De- 
vices Centre here in Ottawa. Close co-opera- 
tion betwen Northern Laboratories and the 
Advanced Devices Centre has resulted in the 
successful production of these electronic units 
both in the so-called thin film process and 
the sputtering process which gets you about 
40 componcnts on an area approximately one- 
tenth of an inch square. They are fully 
intending in their research program, which I 
went over with them some days ago, to pro- 
gress in this line during the next five years. 
We expect this will be an important factor in 
the spread of Northern’s export and domestic 
business. Of course the electronic switching 
system which we now have—the first installa- 
tion was in Montreal and one in Torcnto is 
coming out shortly—has a lot of these micro- 
electrcnic components right now. 


(Translation) 


_ Mr. Emard: Mr. Chairman, I would like to 
repeat a question which has been asked by 
one of my predecessors, but in a different 
form. I have read some unfavourable com- 
ments in the newspapers about Bill C-104, and 
more particu arly and repeatediy that you do 
not have the authority to occupy the field of 
communications, that you violate your chart- 
er by prociaiming that you occupy the field 
of communications. Do you violate your 
charter by occupying a field other than that 
of telephcny? 


(English) 

_ The Chairman: Excuse me for a moment, 
Mr. Emard, while I switch on _ the 
nterpretation. 

(Translation) 


_ Mr. Emard: Do I have to start over? 
! 


| Mr. Chairman: Yes. 


Mr, Emard: I would like to repeat a ques- 
tion which has been asked by cne of my 
predecessors, but in a different form. I have 
read unfavourable comments in the newspa- 
pers concerning Bill C-104, and more particu- 
arly and repeatedly that you do not have the 
authority to cccupy the field of communica- 
siens, that you violate your charter by pro- 
slaimins that you occupy the field of com- 
nunications. Do you violate your charter by 
xecupying a field other than that of 
‘elephony? ~ 
| 27104—2 
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Mr. Vincent: We are fully authorized to 
occupy the field of communications and we 
do not violate our charter in any way. I 
would ask Mr. de Grandpré whether he 
would like to add a few words to this. 


Mr. de Grandpré: As I have indicated a 
while ago in answering a question ask<cd by 
Mr. Schreyer, to understand the exact bear- 
ing of the criticism which has been made and 
to which you refer, reference must also be 
made to the amendment passed by Parlia- 
ment in 1948. That year, we were authorized 
to operate and supply wireless and radio 
telephone networks, as well as establish ser- 
vices and installaticns for the transmission of 
thoughts through sound, television, pictures, 
documents or signals. After receiving confir- 
mation of such corporate powers in 1948, I 
am firmly convinced that that gave the Com- 
pany free scope to occupy the field of com- 
munications in general Whether by voice, 
picture, sound or electrical impulses, the 
Whole field was covered so that the: .Compa- 
ny, which was founded to allow people to 
communication among themselves in any 
way possible, could have ail the latitude 
required to be abie to give the people who 
want to rent its services, the best communica- 
tions that Canada can offer. That is what we 
have done until now. What we intend to do 
in the future will certainly not violate the 
provisions of the amendment of 1948. At 
present, we want to redefine very simply, in 
words which are accepted by Parliament in 
other statutes, what are the powers of the 
Company. 


Mr. Emard: If I understand you correctly, 
you have no intention of occupying any other 
field than that of telecommunicaticns? For 
example, rumor has it that you intend to buy 
a scap company. 


Mr. de Grandpré: We have here another 
problem: that which is raised by Section 8 of 
the Bill. However, as much and as long as we 
remain with Section 7, I can state that we 
have no intenticn of using telecommunica- 
tions for any other purpose than to allow 
people to communicate between themselves. 
If you want to refer to Section 8 of the Bill, 
you will find that we have the authority, 
under our original charter, to operate a tele- 
phone company and an electrical or electron- 
ic equipment manufacturing company. We 
have operated a telephone company and we 
have also, at the start of the Company’s 
operations, in 1880, in accordance with our 
original charter, operated a manufacturing 
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department. Later, we established a separate 
company for manufacturing, which bore 
many names through the years: it was called 
Northern Electric and Manufacturing Ltd., 
The Wire and Cable Company, Imperial Wire 
and Cable Company Ltd., and finally North- 
ern Electric Company Ltd. Later, we also 
became owners of other telephone companies, 
either by buying shares in those companies, 
or by buying their assets. All these opera- 
tions were authorized under our original 
charter, because, under that charter, we have 
the right to invest in companies that own a 
telephone or telegraph line of communica- 
tion, or in companies that have the right and 
the authority to establish communications by 
means of the telephone. 

We must refer back to the situation that 
prevailed in 1880: in 1880, a specific authori- 
ty was granted to companies, for example: 
the right to use communications by 
telephone. I believe that to-day, it could be 
said that every individual or every company 
has the right to use the telephone. Therefore, 
strictly speaking, we could invest in any kind 
of company. But, since 1880, we have never 
gone outside of telephone operations or of 
our Northern operation. What we ask for, in 
fact, is the authority to diversify our invest- 
ments. As you see by the original charter, we 
had the right to invest only as shareholders 
of companies of that kind. The English text 
read: “and to become a shareholder of such 
corporations” and the French text read: “de 
devenir elle-méme actionnaire de toutes telles 
corporations’’. 

To-day, the way to finance businesses 
is more diversified than it was in 1880. 
Therefore, instead of being limited to shares, 
we ask for the authority, under Section 8, to 
invest, not only in shares, but also in stocks, 
bonds, debentures, all kinds of securities, 
always in companies operating in related 
fields. In short, it is more restrictive, if you 
want, than what existed in the original chart- 
er with regard to the kinds of corporations in 
which we could invest. As to the nature of 
the investment, it is less definite. 


Mr. Emard: I have another question to ask, 
based on criticisms I have read. It is said, 
while we are speaking of shares, that when 
Bell Telephone issues supplementary capital, 
the interests of the present shareholders are 
diluted. Is this you opinion? 


Mr. de Grandpré: The Bell Telephone Com- 
pany has always offered its new shares to its 
shareholders by means of options. Instead of 
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putting the shares on the market, for the 
general public, shareholders are given priori- 
ty through options. In other words, each 
share owned by a shareholder may give one 
option, and depending on the ratio between 
the number of shares we wanted to put on 
the market and the number of existing shares, 
each share gave, at certain times, ten options 
at the issue price; at other times, twelve, at 
still others, fourteen, but each time, priority 
was given to the existing shareholders. It 
was only after the existing shareholders had 
refused to invest new capital in the Company 
that members of the general public could 
become shareholders. Therefore, the decision 
to dilute his capital belonged to the sharehold- 
er himself, and it was not the company 
which imposed this decision on _ the 
shareholder. 


(English) 


Mr. Groos: May I ask a supplementary 
question here? Have you found any difficulty 
in selling these shares to people living out- 
side this country? 


Mr. de Grandpré: We have never regis- 
tered outside this country in order to create a 
greater participation of Canadian ownership 
in the Company. Whenever the rights are put 
on the market they are offered only to 
Canadian shareholders. Over the years the 


proportion of the American interest in the - 


Company has gradually reduced because we 
have increased the number of Canadian 


shareholders. I cannot say whether the abso- — 


lute number has remained the same or wheth- 
er it has decreased. 


Mr. Groos: But a shareholder living in the — 


United States... 


Mr. de Grandpré: Cannot take advantage — 


of our share offer. 


Mr. Groos: 
your snare offer. 


Mr. de Grandpre: We are not registering 
these issues with the 
Commission in Washington. 


Mr. Vincent: There is an interesting point 


cannot take advantage of | 


| 
| 
| 
| 


Securities Exchange © 


about this, Mr. Groos. When I came into the’ 


Company forty years ago 37 to 38 per cent of 


the stock was owned by Americans because | 


at that time it was not so easy to get enough | 
capital in Canada. That same 38 per cent is 
today 2.2 per cent, not because they have. 
divested themselves of their shares—it is the 


/ 
; 
| 
| 
; 


| 
| 
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same number of shares, around 750,000—but 
because we financed on the Canadian market 
with new money all along. So this same 
number of shares which was then 38 per cent 
is now only 2.2 per cent. 


Mr. Groos: It is very interesting. 


Mr. de Grandpré: It takes time to do these 
things. 


Mr. Groos: Perhaps I could ask a further 
supplementary question. Do you feel that this 
application for the issuing of preferred stock 
is sufficiently broad to suit your purposes? 
Would this cover a convertible feature? 


Mr. de Grandpré: Yes, I believe so because 
the provisions of the Bill state that all terms, 
conditions, limitations, restrictions and rights 
will be spelled out in the by-law creating the 
shares. I think we would have enough elbow 
room to offer a full spectrum of securities. 


Mr. Groos: Thank you, Mr. Chairman. 


(Translation) 
Mr. Emard: On page 30 of your brief, you 
mention: 

In conjunction with the Northern Elec- 
tric Company, Bell Canada is instituting 
an experimental research program on 
communications by satellite. 


_ Does Bell Telephone consider it has the 
Tight to transmit waves via satellite? 


_ Mr. de Grandpré: Certainly, because a satel- 
lite is only another means of transmitting 
waves. Instead of transmitting them by cable, 
instead of transmitting them by a microwave 
System, you use a satellite which receives 
electrical impulses, and these are afterwards 
retransmitted to earth. This is simply a new 
kind of apparatus to do the same work. 


_ Mr. Emard: Do you mean that you have 
either the equipment or the means of manu- 
facturing the equipment you will need for 
transmitting waves by satellites? 


Mr. de Grandpré: We have the authority to 
build a satellite and the authority to use it to 
transmit Waves. 


__ Mr. Emard: I have a last question of gener- 
al interest, which perhaps does not concern 
the brief you have submitted here. All sorts 
of rumors are flying to the effect that the 
Company intends to transfer its headquarters 
to Ottawa. Is this true? 


| Mr. Vincent: No, there is no truth to the 
natter. The trouble is that, in spite of de- 


fl 


lying the fact on the CBC and also in writing 
n our employees’ journal, people say: ‘“What- 


| 27104—2} 


) 


Transport and Communications 


73 


ever they say, they are going to move all the 
same. There is nothing to do; it is being said 
and they will deny the rumour, but we do 
not believe them.” 


(English) 


Mr. Pascoe: Mr. Chairman I was going to 
deal with the telecommunications satellite 
but I think perhaps that has been pretty well 
covered. I just want to ask two or three 
questions with regard to the Estimate of Re- 
quirements and Resources. How do you 
depreciate this item of $2,150 million under 
Equipment and Salvage? Is it written off in a 
certain number of years? 


Mr. Vincent: There are all kinds of compo- 
nents in the network; some of the pieces can 
last 40 years, others 10 years and others 20 
years. But we have some very detailed stud- 
ies of depreciation rates. This is an item 
which, incidentally, because of its size, has 
always been gone into at great length by the 
Board of Transport Commissioners every 
time we have been there. I might answer 
your question in this way: that the over-all 
depreciation in the total is about five per 
cent. 


Mr. Pascoe: I see. And you mention sal- 
vage there. What does that involve? 


Mr. Vincent: Do you want to answer that, 
Mr. Lester? 


Mr. Lester: When we replace a piece of 
equipment, say a cable or part of a central 
office or what have you, there is, in a number 
of cases, some re-use value. We can take 
some of the equipment and use it somewhere - 
else. This represents a salvage value which 
might be 10 or 15 per cent because we do 
not have to buy new equipment to replace it 
with so this is the amount we fully depreci- 
ate the total book cost—the first cost of the 
equipment less this estimated salvage at the 
end of its useful life—and we divide that by 
the number of years of its life which are 
calculated, as Mr. Vincent says, for various 
types of plant to be anywhere from 10 years 
to—well, in fact, we have one which is seven 
years up to about 40 years. There are about 
100 different categories of plants for which 
separate studies are made and salvage is not 
a big item except on a few items of central 
office equipment. In the case of poles, obvious- 
ly the salvage is a negative amount. It would 
cost you more to take them out than to leave 
them there. In the case of wire, it is an 
appreciable amount because the price of cop- 
per is high, and so on. So this is what the 


' salvage thing is. 
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Mr. Pascoe: Does some of that salvage go 
back to Northern Electric? Do they alow you 
fulicc.. 


Mr. Lester: In the case of copper wire 
only, or scrap cable from which they salvage 
the copper. They sell it, actually, to junk deal- 
ers at a bulk rate. 


Mr. Pascoe: There is another question here 
in Mr. Vincent’s annual report where he says 
_..President, presided. Represented in 
person or by proxy were 168,974 of the 
Company’s 255,000 shareholders,... 
How many of those would be actually in 
person and how many by proxy? 


Mr. Vincent: At the annual meeting? It 
could be as high as 200 to 300. 


Mr. Pascoe: There would be that many 
there, would there? 


Mr. Vincent: Yes. 


Mr. Pascoe: Do the proxies state anything 
definitely or just name somebody as their 
representatives? 


Mr. Vincent: It names three, if I recall. 
The proxy seys that if you cannot come 
would you just name this nsme or this name. 
I think it names the President, the Chairman 
and one of the... 


Mr. Pascoe: No, but does it indicate any 
expression of opinion on the shareholder’s 
part or does it just name a person to vote for 
him? 

Mr. Vincent: It names three people to choose 
from to exercise the proxy, Mr. Pascoe. 


Mr. Pascoe: In regard to the poss-bility of 
issuing preferred stock, preferred shares, 
would they have voting rights? 


Mr. Vinceni: Would the preferred have it? 
That is part of the conditions and terms. We 
do not know what would happen. That would 
be part of the conditions and terms to be 
approved by the... 


The Chairman: Preferred stock has certain 
conditions that may be voting or non-voting, 
Mr. Pascoe. 


Mr. Pascoe: I do not have it here at my 
fingertips but how much would you say that 
you spend in a year in research? 


Mr. Vincent: This year it would be about 
$25 million and according to the estimates for 
next year that people have just arranged it 
might be close to $40 million next year. 
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The Chairman: That is done by Northern 
Electric, though. That is not done by The 
Bell itself. 


Mr. Vincent: We do absorb some of these 
costs in The Bell but what the Chairman is 
saying is that this is performed in the build- 
ings of Northern Electric but the cost is 
reflected back. 


The Chairman: I just want to clarify the 
situation, sir, that you yourselves do not have 
a research arm at Bell of Canada. 


Mr. Vincent: That is right. Right now it is 
under Northern. 


Mr. Pascoe: What I was trying to get at— 
and I may sound pretty far out on this—is a 
write-up here not too long ago, 

Communications outlook incredible... 
which talks about video-telephones and being | 
able to see people. Are you working along | 
that line at all? 


Mr. Lester: Yes, I would say we are. If I | 
might just go back for a moment to what Mr. 
Vincent said. The actual research expendi- 
tures by Northern in 1966 were $25 million. 
This year I guess it will be close to $28 | 
million or $29 million and next year it will | 
probably be $30 million and maybe $35 mil- 
lion. We are having the main thrust on cer- 
tain things but in the area that you are 
talking about, yes we are working in the: 
video-phone area, in the area of micro-elec- 
tronics that I mentioned to the other gentle- 
man and particularly in looking at improved © 
telephone sets and switching equipment. 

Mr. Pascoe: In this it says, | 
...video-telephone, which undoubtedly 
will be in common use relatively early ' 
in our next 100 years. 


Would you say that is correct? | 


Mr. Lester: One hundred years gives me 
lots of leeway. 


Mr. Pascoe: Relatively early, it says. 


Mr. Lester: I think that video-telephone 
will certainly be in use by 1975 and there are’ 
experimental ones now, of course. We have. 
some at The Bell Telephone Pavilion at Expo. | 
A further new round of experimental video- | 
phones which is underway at The Bell 
laboratories is going to go into an extensive’ 
field trial about 1971 and I would expect that’ 
in the 1972 to 1975 era we will have fairly 
substantial use of video-telephones in’ 
Canada. : 


| 
| 
| 
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Mr. Pascoe: We will not be able to answer 
our telephones from the bathroom then. 


_ Mr. Lester: Oh, you can always turn it off. 


Mr. Pascoe: I have just one more far out 
question now on this thing. It talks about 
laser beams. It says that: 


It has the potential to carry, on a 
single beam, as many as 10,000,000 televi- 
sion circuits or 1,000,000,000 telephone 
conversations. 


Is that something that might be coming? 


Mr. Lester: I think there are a couple of 
zero’s: too many in there. The laser beam, 
because it is in a tremendously high frequen- 
cy, can give you very broad coverage and, 
therefore, many hundreds of thousands of 
circuits and I think if you were to say that 

you could get upwards of 100,000 television 

channels or unwards of one to two million 
telephone channels, this would be a little bit 
off. It is not millions and billions. It is hun- 
dreds of thousands and millions. Laser beam, 
of course, is being used for many purposes 
besides telecommunications but a lot of 
experimentation is going on and we can 
demonstrate it in a limited way now. I would 
expect that the laser beam is perhaps five 
years beyond the video-phone. It is in the 
1975 to 1980 era for extensive use and its 
‘main use, of course, is going to be on the 
very heavy traffic routes where you need a 
lot of any of these things. 


__ Mr. Pascoe: One final question. Do you see 
the time when _ these unsightly telephone 
cables overhead will all be taken down and 
underground cables installed? 


_ Mr. Vincent: We are about 50 per cent 
there now. 

_ Mr. Lester: We have a policy in the compa- 
hy that the first choice for new cables going 
in is to bury them. There are some parts of 
‘the country that you just cannot bury cable 
in. If you go around Kingstom where you 
have. the outcropping of the Laurentian 
Shield it is pretty difficult to bury cable, but 
quite a high proportion—I would assume 
about 60 to 65 per cent of our new stufft—is 
going in. 

Mr. Scrivener: Seventy per cent of our 
total wire mileave is underground. 


Mr. Pascoe: Thank you, Sir. 


_ Mr. Orlikow: Mr. Chairman, I would like 
to ask if it is fair to say that there has been 
a communications revolution not only since 
you received your original charter but even 
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since 1948 when Parliament amended your 
Act to bring it up to what they thought was 
up-to-date at that time? Is that a fair state- 
ment to make? 


Mr. Vincent: A technological revolution—I 
think that is a fair statement. 


Mr. Orlikow: There are things being done 
now which certainly you may have known 
about or thought might come about, but that 
Parliament certainly did not know about in 
1948. 


Mr. Vincenti: That is right. And I do not 


.think we know what is.going to come up in 


the next few years either. 


Mr. Orlikow: And so it is possible that 
powers which you say were given to you— 
things you are doing now under the clarifica- 
tion of 1948—were not even thought about 
by Parliament in 1948, is it not? 

_Mr. Vincent: I do not understand. 


Mr. Orlikow: Let me give you a concrete 
example. Under the powers you were given 
by Parliament you have the right to put 
telephone lines down the streets in all sorts 
of cities. Now I suggest to you that when 
Parliament was giving you that right they 
were thinking in terms of you acting as the 
agent so that Mr. Schreyer could call me if 
he wanted to or that Mr. Macaluso could call 
me if he wanted to. Am I right? That is 
what Parliament was thinking of. 


Mr. de Grandpré: Back in 1880. 
Mr. Orlikow: Whenever it was done. 
Mr. de Grandpré: That is correct. 


Mr. Orlikow: We now have something 
which has come up since 1948. We now have 
cable television. Am I correct? Do the cable 
television companies use Bell Telephone 
lines? 

Mr. de Grandpré: In part. 

Mr. Orlikow: Do they pay Bell Telephone 
a fee? 


Mr. de Grandpré: Yes. 


Mr. Orlikow: Who decides what the fee 
shall be? 


Mr. de Grandpré: That is a matter of 
negotiations between the cable TV operator 
and the companies. 


Mr. Scrivener: The market place. 


Mr. Orlikow: Was the Transport Board 
ever consulted? 


82 


Mr. de Grandpré: On this aspect, no. This 
is not regulated. 


Mr. Orlikow: Because I am a member of 
Parliament and live in the city of Ottawa, I 
am paying a pretty substantial tax on the 
home in which I live. I think it is too high. 
Does the city of Ottawa, the city of Montreal, 
the city of Toronto, or any other city in 
which Bell Telephone has an arrangement 
with the cable TV Company, get any revenue 
from this? 

Mr. Scrivener: Yes. As we all know, each 
municipality functions in its own way. The 
City of Ottawa may do it one way, the City 
of Montreal another, and another city anoth- 
er way but, in effect, that plant is taxed, 
directly or indirectly. 


Mr. Orlikow: Which plant? 


Mr. Scrivener: I am sorry, I used a techni- 
cal term there. That CATV cable or that 
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Mr. Orlikow: Are you suggesting, for exam- 
ple, that the municipality of Nepean has the | 
know-how and technical staff to bargain in 
any equitable way with Bell Telephone on 
this? 

Mr. Scrivener: We do not bargain with the 
municipality about our taxes; they tell us 
what they are. We are not in a different 
situation. 


Mr. Orlikow: Do they know what revenue | 
you are getting from the cable TV company? 


Mr. Scrivener: In Ontario we have to 
report the revenues and we are taxed on the 
basis of our revenue in the municipality. 
This is part of the Ontario Assessment Act. 


Mr. Orlikow: Do they know what the profit — 
is on the transaction? | 


Mr. Scrivener: It is all taken care of in the | 
Act. Revenues enter into it. Profit does not 
enter into it because they are not interested | 


telephone cable is taxable property. There 


in whether or not you make a profit; they 
may be special taxes. | 


tax you on your revenue. Mr. Orlikow, I am | 


Mr. Orlikow: I do not follow you when you not trying to be difficult. Real property is 


say it is taxable property. 

Mr. Scrivener: It is in a municipality and 
the municipality has the power to tax that 
property just the way it has the power to 
tax your house. It is property in the munici- 
pality which is subject to municipal tax. Just 
as your house is a property in the municipal- 
ity subject to tax, so is a piece of telephone 
equipment in a municipality a piece of prop- 
erty subject to municipal tax. 

Mr. Martineau: Including the wires. 


Mr. Scrivener: The wires that are there are 
subject to tax. Any new wires that are added 
are subject to tax. 


Mr. Orlikow: Do you mean that each city 
and each municipality bargains separately? 


Mr. Scrivener: Each municipality assesses 
its property in its own way, sets its own mill 
rate in its own way and decides how it is 
going to raise its own taxes in its own way. 
You might levy a certain tax on a certain 
piece of property in Ottawa but the people in 
Kingston have their own municipal govern- 
ment and tax their people as they see fit. In 
other words, the municipal taxation system is 
under certain provincial jurisdiction, as I 
understand it, but basically, within that, the 
municipalities have the latitude to raise their 
taxes in the manner they see fit on real 
property. 


taxed. In some cities they level a special tax | 
on a special piece of real property, but in all | 
municipalities they tax all real property at) 
some valuation, at its revenue-producing 
valuation or at its in-place valuation. | 


| 

Mr. Orlikow: But you already have, 
because of this special Act, the original Act, | 
the power to put up telephone lines and to 
monopolize the building of them. | 


Mr. Scrivener: We have the power to put. 
them up but we must put them up under the | 
terms and conditions specified by the | 
municipality. | 


Mr. Orlikow: Of course, but it does not | 
make any sense. Because it is not economical, ' 
for somebody to come in and put in another 
system, you have the power to make or | 
break a cable TV system. } 


Mr. Scrivener: Oh no. 


Mr. Martineau: Sometimes they have their | 
own cable set up. | 


Mr. Groos: For the purpose of clarifying’ 
this, am I not right in saying that the signal 
for cablevision actually does not travel 
through a Bell Telephone line but through a 
separate line strung on Bell Telephone poles? — 

{ 


Mr. 


Mr. Groos: Or it could be strung on utility 
poles. a 


de Grandpré: Not always. 


Mr. de Grandpré: Or carried on our wines. 
\ | 
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Mr. Martineau: Or on their own. 
Mr. Scrivener: Basically, I think Mr. Groos 
is right, but... 


Mr. de Grandpré: 
cables or on our own. 


Mr. Scrivener: For technical clarification, 
we are talking about the distribution of 
television signals to residences in a munici- 
pality. That is done from a point of origin 
which the CATV or this operator, whatever 
his name may be, calls his headend. That is 
where he picks out of the air all the televi- 
sion programs that you can pick out of the air 
in that locality. Those signals from his head- 
end are transmitted over coaxial cables spe- 
cially put up for the purpose which take the 

signal from his headend to the residence of 

the subscriber and the subscriber pays him 
$20 installation and $5 a month for that 
service. Mr. Orlikow is raising a question on 
that cable. 


Mr. Orlikow: Mr. Chairman, may I inter- 
-rupt? This is not the time to go into this in 
detail although I think we may have to. The 
only point I was trying to make is that this 

“was certainly not conceived as a function, a 
Service, or an item of profit for the telephone 
company when the 1948 clarification was put 
through. 


Mr. de Grandpré: I do not think I am 
prepared to agree with the conclusion that 
has been drawn. There were CATV systems 
and people were talking about the possibility 
of using satellites even at that time; they 
were talking about all sorts of technical ‘devel- 
ements to transmit intelligence. 


Mr. Orlikow: Precisely. 


Mr. de Grandpré: This is why Parliament 

wanted to give a lot of elbow room to a 
common carrier so that they would not have 
to go back to Parliament every six months or 
year to say that there is a new development 
in technology and you need an additional 
clause. I think that this is broad enough to 
include any type of equipment to transmit 
‘intelligence, 
_ Mr. Orlikow: That is precisely the point I 
am making. It is broad enough to include 
everything up to and including the kitchen 
sink. 

Mr. Martineau: But, Mr. Orlikow, Parlia- 
ment certainly knew what it was doing. It 
Says: 

... to provide services and facilities for 
| _ the transmission of intelligence 

In addition, they put in the word “television”. 
‘Certainly Pash amoul knew what it was 


Either on their own 
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doing when it put in the word “television”, 
although I agree with you that television 
was not here. 


Mr. Orlikow: Was the word “satellite” in 
there? 


Mr. Martineau: No, not satellite. 


Mr. Orlikow: But you are in or will be in 
the satellite business, will you not? 


Mr. Martineau: I know, but this is a radio- 
telephone system and is: 


to provide services and facilities for the 
transmission of intelligence, sound televi- 
sion, pictures, writing or signals. 


It did not say how. It could be by wire or by 
microwave. One would require microwave to 
hit a satellite and bring it down again. It 
would be microwave. 


Mr. Orlikow: This is the question we have 
to decide. Did Parliament in 1948 and does 
Parliament in 1967 or 1968 want to give The 
Bell Telephone Company a blank cheque, 
because if you want to I suggest that what 
you are asking for would give you the right 
to be in the telegraph business, you could 
compete with the CPR-CNR Telex, you could 
go into the radio business, you could go into 
the television business, you could go into the 
teleprinter business, you could be in the 
newspaper business.... 


Mr. Martineau: 
want to. 


Mr. Orlikow: The point I am trying to 
make and, I think, one of the things we have 
to bring out in this questioning is can you, 
and if you can does Parliament want to give 
you that right? I for one do not want it and I 
certainly intend to bring in an amendment 
which will restrict your right. 


We can now, but we do not 


Mr. Martineau: We do not want to go into 
that. 


Mr. Orlikow: Well, you say you do not, but 
you have said many things that you do not 
want which you now do. 


Mr. Martineau: But we never did say. 


Mr. de Grandpré: Mr. Orlikow, may I say, 
in order to enlighten the Committee on this 
very question, in 1948 when we appeared 
before the same committe.... 


The Chairman: Not the same committee. 


Mr. de Grandpré: Not the same people; but 
the Railway Committee, the Committee that 
Was going into the bill at the time, said this, 
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and I am quoting from the transcript of the 
report of the Committee on page 76: 


Thus The Bell Telephone System, in 
providing intrumentalities for telephone 
communication, will also be in a position 
to assist in the economical development 
of television services both locally and 
over wide areas. It is only reasonable to 
assume that, as in the case of radio 
broadcasting, the telephone industry will 
be called upon to furnish wire and other 
facilities for television program transmis- 
sion as this service develops. 

This was the point that was made in 1948 
which I think is a definite answer to your 
question. 


Mr. Orlikow: All I am suggesting to you is 
that the extension—not only the Bill as it is 
now—but the extension for which you are 
asking will give you the power to do a whole 
host of things which you now say you have 
no intention of doing. But, as those of us who 
have been in Parliament or legislatures have 
learned through bitter experience, what 
counts is not what you say you intend to do 
or what the Minister says the government 
thinks you intend to do, but the bill which 
Parliament passes. I am suggesting that you 
will have the authority once you get this 
legislation passed to do any and all these 
things which you say you have the authority 
to do but you have not done or do not intend 
to do. 


Mr. de Grandpré: Well, we made it clear 
again in 1948 that we did not intend to be 
broadcasters and we have not become broad- 
casters. What we said then was, and I am 
quoting from page 75 now: 

While, as already stated, the Company 
has no intention of engaging itself in 
radio or television broadcasting, it is 
clear that the telephone companies have 
played an importent part in the develop- 
ment of radio broadcasting by providing 
connecting links between studios or pick- 
up points and broadcast transmitters and 
between radio stations at widely separat- 
ed points to permit simultaneous broad- 
casting of program material over a wide 
area. 

These were the words we used then and I 
thnk we have lived to the very letter of this 
statement. We have not become involved in 
broadcasting. We have only been involved in 
the job of providing good service as a com- 
mon carrier. 
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Mr. Orlikow: But the communications 
experts—and I am certa:nly not one—say 
that the time is not too far away when 
satellite transmission to private stations, and 
so on, will be able to be picked up by any- 
body. If we get to that point you will be in 
broadcasting whether you like it or not and 
whether the television companies like it or 
not. 


Mr. de Grandpré: I think you have to 
define what the word means. If you mean 
that we will be broadcasters in the sense that 
we can produce the program then the answer 
is definitely, no. 


Mr. Orlikow: I did not say that. 


Mr. de Grandpré: We do not want to have 
anything to do with the contents of the pro- 


gram. If you meen that we are broadcasting | 


in the sense that we are carrying the pro- 


gram produced by another, then I think we © 


are using the word “broadcasting” in a differ- 
ent meaning altogether. We are then common 
carrier for a broadeaster, which we have 
been. ee 


Mr. Orlikow: You are not common carriers 
for the million viewers that may. be in the 


city of Toronto at the present time but you | 


may be at some time in the future and when 


you are, you may inadvertently affect the © 


whole television industry as it now exists. 
Now, that may or may not be a good thing. I 
do not know. All I am saying is that you are 


asking for powers which will affect not only | 


your business but which could affect a whole 
host of businesses about which we do not 
even know. 


Mr. Martineau: Well, sir, we are handling 


services now. Let us suppose that you are in | 
a certain district and your reception is not. 


good and you do not have a cable. You have 


a telephone and that telephone wire is used — 


to give you a good reception on your televi- 


sion set. Otherwise, you would have to pay | 


for a long wire to your house. This is a great 
advantage. 


Mr. Orlikow: Nobody is suggesting that 
you should not be using the most modern 
methods and that the public does not want 


them as cheaply and as efficiently as possible. 
The question is—and we will be discussing it | 
organizations as | 


in many  aspects—that 
varied as private companies which compete 


with you to the Canadian Conference of May-. 
ors and Municipalities have suggested egain — 


and again to us and to the Board of Trans- 
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port Commissioners that the powers you 
now have are far too wide, and now you 
come and ask for a vast extension of powers. 
That is the point which bothers some of us. 


Mr. Martineau: If you look at what we 
have and what we ask for and if you look at 
the words, they are practically the same 

words. 


Mr. Orlikow: Surely you are not advancing 
that in a serious way because if they are 
practically the seme thing you would not be 
here. You would be using the power you 
| have. If you are here it is because you want 

something more than you have. 


| Mr. Martineau: That sounds very logical. 

) But if you look at our powers of 1880 they 

/ are wider than anything and yet we came in 
1948, because 1948 was not 1880. We have to 
‘have wording which is in accordance with 
the time we are living in. 


Mr. Orlikow: May I ask you a question? 
Mr. Martineau: Of course. 


Mr. ‘Orlikow: Can you give me one exam- 
ple when you wanted to do something from 
extending your service to increasing your 
rates where the Board of Transport Commis- 
sioners ever said ‘No” to you? In other 
words, did anybody ever question you? 


Mr. Vincent: Yes, yes; they have said no. 
Mr. Orlikow: When? 


Mr. Vincent: Well, in certain increases. I 
forget the year, but not only have they had 
said “no”, but they have set rates. They said, 
.“No, we do not like this, it is going to be this 
| way”. 


Mr. Orlikow: Well, I suggest to you, Mr. 
‘Vincent, that if we go over the record—and I 
think the Canadian Conference of Mayors 
and Municipalities have convinced me any- 
| way es 


_ The Chairman: 
_Orlikow. 


_ Mr. Orlikow: that it has all been retro- 
active. I would like to ask just two more 
‘questions arising out of earlier questions. You 
said that the reason you have to control or 
Wholly own a company like Northern is 
because this is the way you can get precisely 
What you want in the way of equipment and 
see that it is up to standard, and so on. I 
laeeee why this is true of the telephone 
| 

} 


They will be here, Mr. 


industry. In the auto industry—and after all 
General Motors and Ford are pretty big com- 
panies—there are a whole host of independ- 
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ent parts manufacturers in Canada and the 
United States. It does not seem to inhibit the 
power of the big three or the big four to get 
the kind of parts, the kind of auto they want. 
They do the research, they make the specifica- 
tions, and the parts companies, which want 
to get a part of this very lucrative market, 
produce what the auto companies want. Now, 
why do you have to own Northern Electric 
and al! these companies? 


Mr. Vincent: I do not think you can com- 
pare the two for two reasons. One is,- of 
course, that I think the complexity of the 
telephone circuit is a far bigger problem than 
the automobile business. Another is how fre- 
quently they change the models of the cars 
and this is a question of inventories. You can 
renew that in a relatively short period of 
time—every year. That is not the case with 
the telephone business. 

I thought I had touched on this area, but, 
what you put into the plan today has to fit in 
with what you have put in during the last 
forty years. It has to assure good compatabili- 
ty across the whole network, and what you 
put in today has to fit in with what you are 
going to do in the next few years. 


Mr. Orlikow: May I ask one more question, 
Mr. Chairman? You mentioned earlier that 
your rates and your profits and so on come 
under the scrutiny of the Board of Transport 
Commissioners and this Board regulates, sets 
the rates and so on. Some of us may question 
how effectively they do it. For instance, who 
regulates the profits of your subsidiary, North 
ern Electric? After all, it is not a public 
utility. Who decides whether the prices you 
are paying Northern for the equipment you 
purchase is a fair price, whether it gives 
them a fair profit or an exorbitant profit, and 
so on. 


Mr. Vincent: The Board has spent a fair 
amount of time examining this matter. They 
have looked not only at the figures produced 
by the companies but at figures produced by 
outside auditors. The one thing the Board 
always wanted to be very sure of was that 
Northern was not subsidized, as some people 
have feared, by telephone customers. They 
always wanted to see that the rate of return 
of Northern was higher than the over-all rate 
of return of Bell. For instance, last year the 
rate of return of Northern was around eight 
something. 


Mr. Orlikow: The rate of return on what? 


36 


Mr. Vincent: On the total capital compared 
to ours which is 6.6. 


Mr. Orlikow: The rate of return on what? 


Mr. Vincent: The rate of return on the 
total capital investment. 


The Chairman: Would Northern be pre- 
pared to come before this Committee and be 
questioned during the hearings on this bill, 
Mr. Vincent? 


Mr. Vincent: Yes. 


The Chairman: Fine; we will send them a 
letter, 


Mr. Deachman: Mr. Chairman, I certainly 
do not hold the narrow view expressed by 
Mr. Orlikow that something should be done 
to restrict a company which is obviously 
becoming more and more Canadian in its 
equity holdings and which is expanding by 
every means possible to make us better able 
to communicate with each other. It seems to 
me that both these objectives are very desira- 
ble for Canadians. I would want to commend 
The Bell Telephone rather than find ways of 
restricting it. I think our duty as Parliamen- 
tarians is to see that their rates— 


The Chairman: Do you have a question 
Mr. Deachman? 


Mr. Deachman: I 
question. 


am coming to _ the 
The Chairman: Would you ask it now 


please? 


Mr. Deachman: Well I listened to a great 
many of Mr. Orlikow’s rhetorical questions. 


The Chairman: Please let the Chair decide. 
They were questions. 


Mr. Deachman: I am merely prefacing my 
question with a remark or two. 


The Chairman: I think you should get to 
the questions first, Mr. Deachman. 


Mr. Deachman: My questions will evolve 
from the subject of competition. 


The Chairman: Would you ask your ques- 
tions, please? 


Mr. Deachman: I am going to do that, sir. 


An hon. Member: If he leaves there will 
not be a quorum. 


Mr. Deachman: Yes, if I leave there will 
not be a quorum. 


The Chairman: Your time is getting along 
and I will pass to someone else if you do not 
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get to your questions, Mr. Deachman. We are 
not in a kindergarten class right now. 


Mr. Deachman: Mr. Chairman, I am com- 
ing to the question aithough I think you are 
cutting me off rather abruptly after the lec- 
tures and editorials we have had from Mr. 
Orlikow over the last twenty minutes. 


The Chairman: Uniess you are prepared to | 


ask your questions, Mr. Deachman, we will 
move on to someone else. 


Mr. Deachman: I em proposing to ask my 
questions now. Mr. Vincent, is it not correct 
that the Canadian National and Canadian 
Pacific are joined together in a telecommuni- 
cations company? 


Mr. Vincent: I do not know if 
company but it is an association. I am not 
sure it has a legal entity. 


Mr. Lester: As I understand it, there is no 


legal entity, Mr. Deachman, but they have a | 
working agreement, as it were, in which they - 


jointly serve the existing market. 


Mr. Deachman: Are they competitors of | 


yours in certain respects? 
Mr. Vincent: Yes. 


Mr. Deachman: I want to see if I can map 
out the areas in which we find that associa- 
tion—if that is the proper word to use—in 
competition with you. Let us begin at one 
end of the business. Are they in the tele- 
phone business in any way? 


Mr. Lester: They are in the telephone busi- 
ness, but they are not in competition with us. 
In certain small areas of Canada they are the 
only purveyor of telephone service. They are 


the furnisher of telephone service in parts of | 
the Yukon and in parts of Newfoundland, | 


but they do not compete with us in the areas 
we service. 


Mr. Deachman: However, they are opera- | 


tors of a telephone service, they are estab- 


lished in that field and they could expand, if | 


necessary. 


Mr. Lester: Yes, within the territories con- | 
cerned. This is quite a small number of tele-' 
phones. I suspect they have in the order of 


30,000 to 50,000 telephones operating. 


Mr. Deachman: 
business? 


Mr. Lester: Very definitely. Of course they 


have been in the message telegraph business — 
for many years. 


it is jae 


Are they in the teletype 
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Mr. Deachman: Does that business compete 
with you? 


| Mr. Lester: Not the message telegraph busi- 
ness. However, their Telex does compete with 
, T.W.X. These are competitive services. 


Mr. Deachman: These are parallel and com- 
petitive services? 


Mr. Lester: They are competitive services, 
yes. 


Mr. Deachman: Are they competitive in 
the transmission of photos or images? 


, Mr. Lester: Yes. They are competitive in 
/many areas where we both furnish private 
line services, as we call it, for rent between 
individuals as opposed to a network so that 
anybody could call. 


Mr. Deachman: Are they carrying TV mes- 
Sages in competition with you? 


Mr. Lester: Yes, in certain areas they have 
the CBC contract. 


Mr. Deachman: Do they carry news wire 
| services in competition with you? 


Mr. Lester: That is right. They are all 
private line services. They compete to supply 
_many services other than what we might call 
the telephone network and anything beyond 
“that. | 
| The Chairman: But that is a private con- 
; tract between the common carrier and the 
_ person for whom they are providing the 
service. 


ee ee ee ee 


—- 


| Mr. Lester: This is correct, sir. 

Mr. Deachman: But in this capacity they 

are not merely providing internal services 

i within the Canadian National and Canadian 

‘Pacific companies but are actually entering 

‘into contracts with outsiders in this field... 
_Mr. Lesier: Yes, 


/ Mr. Deachman: ... for such services and 
are in competition with you? 

_ Mr. Lester: That is right. 

Mr. Deachman: Are they competing with 


you in the transmission of all kinds of tape 
for computer purposes, printing and so on? 


Mr. Lester: Yes. 


| Mr. Deachman: 
‘machinery? 


Mr. Lester: This is right. 


| Mr. Deachman: They compete with you in 
that field? 


All forms of print out 
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Mr. Lester: That is right. 


The Chairman: Are you trying to establish 
that the Bell has competition today? 


Mr. Deachman: I am trying to establish 
first of all that there are two companies 
parallelling each other and competing with 
each other in many fields of service in com- 
munications in Canada and that in these 
fields anyway we are certainly not looking at 
a monopoly. 

You will be overjoyed to learn, Mr. Chair- 
man, that I am coming to some other ques- 
tions I want to ask in this regard. 


The Chairman: I was wondering what they 
had to do with the Bill. That is why I asked. 


Mr. Deachman: There have been many 
questions asked this morning which were not 
necessarily directed exactly to the Bill but 
were asked to get an understanding of this 
Company and to ascertain where it rests in 
the community. I humbly submit that my 
questions are valid. 

I want to ask about the equipment which 
CN-CP uses for its communications services. 
Are they in the manufacture of equipment? 


Mr. Lester: Not to my knowledge. 


Mr. Deachman: Where do they obtain their 
equipment? 


Mr. Lester: Actually they obtain quite a bit 
of it from Northern Electric but they do buy 
from other Canadian and British manufac- 
turers. 


Mr. Deachman: Do you feel they have been 
at some considerable disadvantage because 
they are not themselves manufacturers of 
equipment? 


Mr. Lester: I guess you would have to ask 
the CN-CP that question. 


Mr. Deachman: May I put it the other way 
around. Do you feel that you have a competi- 
tive advantage over them because you manu- 
facture equipment and they do not? 


Mr. Lester: I think the advantage would be 
the point that Mr. Vincent made earlier, that 
we have perhaps more immediate access to 
research to see what is coming next. This is 
an advantage. 


Mr. Deachman: But it is evidently possible 
for a communications company or association 
to get into the business and provide stiff 
competition to you ‘and in fact take business 
from you without getting into the ownership 
and production of equipment themselves. 
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Mr. Lester: As you gentlemen know, the 
CN-CP some years ago erected a microwave 
system right across Canada. This system was 
manufactured by RCA, as a matter of fact, 
and it is giving excellent service for the 
circuits they have. Their circuits are primari- 
ly government, railway and other private 
line facilities, in which they are competing 
with us. 


Mr. Deachman: The other point I want to 
raise in respect of this deals with your sub- 
missicn that the percentage of Canadian equi- 
ty in Bell Telephone has increased while .the 
equity of AT & T has decreased. Have you 
found it advantageous to gradually withdraw 
from your relationships with AT & T which 
is the largest manufacturer and experimenter 
in the field of telecommunications? 


Mr. Vincent: When you say “withdraw”, 
from what? Are you talking about the finan- 
cial area or of service contracts with regard 
to research? What do you mean by “with- 
draw’? From which areas? 


Mr. Deachman: Is it not correct that you 
have been slowly parting financial company 
With Al & «bh? 


Mr. Vincent: Oh yes. This is because of the 
ability over the years to finance in Canada 
and we are very happy with it. However, 
this is only the ownership part, whether it is 
38 per cent or 2 per cent. Fifty years ago we 
were very happy to get financial support. 
The main advantage of our association with 
them is the service contract, not the financial 
part. You said “withdraw’’, we did withdraw 
in the sense that we do not need their finan- 
cial support. We are still benefitting a great 
deal from the service contract, as we did 
before. 


Mr. Deachman: While it is true that other 
telecommunications companies can compete 
vigorously with you without getting into the 
manufacturing business and while it is true 
that you can withdraw financially from your 
previous connections w th the great AT & T, 
you argue that it is extremely desirable that 
you maintain a financial hold and an interest 
in a telephone equipment-producing compa- 
ny. I just wondered how you find all these 
particular circumstances compatible? 


Mr. Vincent: I do not think the need for a 
manufacturing company is related to the 
other service contracts we have or the finan- 
cial interest we did have years ago. I think 
the need for a manufacturing arm here is 
something quite different from what you are 
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talking about. This has nothing to do with 
the financial relationship between AT & T 
and Bell. The manufacturing arm allows us 
to enjoy the quality and the cost, and we are | 
able to get something when we need it. | 

Mr. Martineau: I think this is a separate. 
question. | 

The Chairman: You referred to fast deliv- | 
ery. Could not other independent wire and | 


cable companies provide you with fast 
service if you had contracts with them? 


| 
} 
Mr. Martineau: They could. They might | 
| 


and they might not. They might have other 
clients end other great clients, for instance | 
PTT, and serve them first. One never knows. ) 
Look at what takes place in England. There / 
is as much delay in delivery of equipment) 
that if you do not have a telephone it takes) 
months or sometimes years. In Canada we, 
are able to do it within days, and we are \ 
always sure that equipment will come in. | 


Mr. Deachman: Mr. Chairman, perhaps if a | 
witness were called from CN-CP Telecom- 
munications, we might have the opportunity 
of asking him what delays they have suffered 
in the delivery of equipment and what the) 
penalties are which are imposed upon a com-) 
pany which has had to operate in this field in | 
competition with Bell Telephone without the) 
opportunity of having the ownership of the: 
manufacturing company to assist them. We 
might get a little closer to an understanding 
of Clause 8. Mr. Chairman, that is the end of 
my questioning. 


The Chairman: The Steering Committee 
will take that into consideration. 


Mr. Scrivener: Mr. Chairman, I am sure’ 
they could point to some incident where the 
equipment under question is being delivered 
by Northern, the situation is competitive, and | 
they have some concern whether Bell is not | 
getting better service from Northern than | 
CN-CP. This is the very sort of thing we 
keep in touch with. They do have that prob- 
lem. Those problems do come up. However, 
they can say that. 


The Chairman: Do you have a supplemen- 
tary, Mr. Schreyer? 
Mr. Schreyer: I have one if Mr. Deachman 
will allow me. 


Mr. Deachman: I am all finished now, Mr. 
Chairman. 
Mr. Schreyer: In reply to Mr. Deachman’s 
last question, the witnesses have given us t0 
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understand that there are certain great advan- 
tages and even a necessity for Bell Telephone 
having an interlocking corporate relationship 
with a communication equipment manufactur- 
ing company in Canada like Northern. Is it 
Inet a fact that only recently in the United 
St-tes une Amer'can counterpart AT & T, 
has been required to divest itself of just such 
. interlocking relationship with an equip- 
ent manufacturing firm? 


_ Mr. Vincent: They still own 100 per cent of 
Western Electric. 


| Mr. Schreyer: Then do you reject the state- 
ment contained in a submission by one of the 
interested parties—I believe it was Industrial 
Wire and Cable—that in the late 1950’s by 
virtue of anti-trust action taken by the US. 
epartment of Justice that AT & T had to 
agree to refrain in the future from engaging 
directly or indirectly through a subsidiary? 


Mr. Vincent: No. I think you are touching 
on another question. 


Mr. de Grandpré: I think you are referring 
co the consent decree that was issued under 
vhe anti-trust act of the time which now 
srohibits Western Electric from selling equip- 
nent to others than the AT & T system. But 
he interlocking arrangement between. AT & 
[and Western Electric still exists, except 
hat Western Electric dces not sell to others. 
4et us call it independence, if you wish. 


| Mr. Schreyer: So then you are stating to 
he best of your knowledge that AT & T, 
hrough its subsidiary Western Electric, is 
till engaging indirectly in the manufacturing 
£ communications? 


{ 

, Mr. de Grandpré: Western Electric still 
nanufactures the equipment for the AT & T 
yperation company. 


| Mr. Schreyer: Yes. 


h 
_Mr. de Grandpré: And it is wholly owned 
1 AT & i. 


| Mr. Schreyer: That is what I was 
etting at. Thank you. 


| Mr. de Grandpré: But Western Electric is 
ot selling to companies which are not under 
1e umbrella of AT & T. 


|The Chairman: Mr. Sherman, you may 
roceed. 


I 

_Mr. Sherman: Mr. President, on page 33 of 
our brief you point out that under the Com- 
jany’s charter the amount of capital author- 
‘ed in. terms of par value amounts to $1 


billion distributed on the basis of 40 million 
shares at a par value of $25 per share. In 
other words the total figure of authorized 
common shares is 40 million. On page Bids 
referring to the shareholders’ equity at the 
end of December 1966, you refer to the par 
value of 34,075,000 shares outstand ng at that 
date. “Van “h6int > out. in? the subsequent 
paragraph: 
the ownership of the Company is 
therefore represented by the 34,075,000 
shares outstanding at December BS 
1966. 


Where are the other 5,925,000 shares? 
Mr. de Grandpré: Still in the treasury. 
Mr. Sherman: They have not been issued. 


Mr. de Grandpré: They have not been 
issued. Of course the figures are not brought 
up to date. I suppose as of this date it would 
be somewhat over 35 million. The actual 
figure is 34.6 million today. 


Mr. Sherman: Have you had, sir, up to 
this point, 100 per cent participation from 
right holders when you have issued common 
shares? 


Mr. de Grandpré: We never get 100 per 
cent of the shareholders taking advantage of 
the right. Is this the question you were 
asking? 


Mr. Sherman: Well, it is one question I 
was asking. Really the basic question is: 
what percentage of participation do you get? 
What degree of participation do you get? 


Mr. Scrivener: Between 98 and 99 per cent 
of the rights are exercised and the shares 
taken up in an issue. 


Mr. Sherman: In other words it is very 
close to 100 per cent. 


Mr. Scrivener: Yes, there are no other 
equity issues that have been— 


Mr. de Grandpré: I do not think this is the 
meaning of the question. I am sorry, Mr. 
Scrivener, but I do not think you are on the 
same wave-length, to use a communications 
term. In an issue about 99 per cen: of the 
rights will be exercised but they will not 
necessarily be exercised by the existing shxre- 
holders. That is why I say that I cannot 
remember the exact percentage of the exist- 
ing shareholders who took advantage of the 
rights. Over 60 per cent of the rights are 
used by the shareholders who were then 
shareholders of the Company at the time of 
the rights issue. The balance of the rights 
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were sold on the market and permitied outsid- 
ers to get in or permitted present sharehold- 
ers to add on to their existing rights. The end 
result is that over 90 per cent or about 90 per 
cent of the rights were exercised. Does that 
answer your question? 


Mr. Sherman: Yes, it does. I appreciate the 
information. Whether existing shareholders 
took up the rights or not is really not 
germane to the question. The point is that 
the Company has never had any difficulty in 
raising capital in this manner, by issuing 
rights on and to new shares. You still have 
approximately six million, the rights to 
which have not been issued yet, and which, 
at a par value of $25 per share amounts to 
approximately one-quarter of a billion dol- 
lars. What is the price at which they usually 
are issued? 


Mr. de Grandpré: About 80 per cent of the 
market at the time. 


Mr. Vincent: About 80 per cent of the 
market at the time. 


Mr. Sherman: About 8) per cent of the 
market price, at the time. 


Mr. Vincent: You say that the issues have 
been successful, and this is probably true 
but there have been times when we would 
like to have had a stock issue but we had to 
do with debt money because the market was 
not right at the time. We would try, of 
course, aS much as we could to time it to a 
favourable market. 


Mr. Sherman: I may be repeating the ques- 
tion that I just raised a moment ago when I 
asked how you determine the price of the 
shares purchased from the rights. What for- 
mula is used? Is it a percentage of something 
or other? 


Mr. Vincent: It 
market price. 


is a percentage of the 


Mr. de Grandpreé: It is not a fixed percent- 
age. The market is evaluated by financial 
experts and they say: Well, under present 
conditions, taking into consideration the 
movement of the market; taking into consid- 
eration the availability of money and the size 
of the issue; in order to make this issue stick 
you should price your stock at X dollars 
which represents a percentage of the then 
market price. This then is an evaluation of 
how much the market can absorb at that 
moment at a given price. 


Mr. Vincent: What Mr. de Grandpré says 
is true but in practice it has turned out 
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somewhere between 78 and 80 per cent of the > 


market price at that time. 


Mr. Sherman: Could you tell me at what 


price the shares were sold on the last issue of 
rights? p 
Mr. Vincent: Thirty-eight. 


Mr. de Grandpré: It was about 82 per cent. 


Mr. Sherman: On another level, sir, follow- 
ing a line of questioning that Mr. Deachman 


pursued, could you give the Committee an- 
estimate of the amount of your business that 


you would say is business conducted in com- 


petition with another entrepreneur? For exam- 


ple, I am thinking of Telex services and that 
type of operation. To what extent are you 
involved in competition? 


Mr. Vincent: This is difficult to estimate... 


We have looked at some of these figures. You 
recall some of the figures we were looking at. 


Mr. Lester: I think it would be very much 
a guess, sir. My guess perhaps would be 


somewhere in the region of 10 per cent but I - 


could be out by several percentage points. 


Mr. Vincent: I had in mind 15 per cent but 
it is in that kind of range. It is not 50 per 
cent. 


The Chairman: Only 10 to 15 cent of your 
business is in competition. Is that the 
estimate? 


Mr. Lester: We are talking about competi- 
tion between ourselves and the railway com- 
panies, who are our main competitors. 


The Chairman: If I may expand on that, 
what about competition other than CN-CP? 
Would that 10 or 15 per cent still include all 
your competition? 


Mr. Scrivener: There is no way of evaluat- 
ing, Mr. Chairman. For example, there are a 
lot of people who sell private intercommuni- 


cating systems. You can purchase that kind — 


of thing for your business. People purchase 
thern and as a result they may not purchase 
a system that is built into the telephone 
system. 


Mr. Vincent: Mobile is another. 


Mr. Scrivener: I would think that we have 


no idea how much of that there is. There is 


no way of really assessing how much electron- — 


ics or communications equipment other peo- 
ple sell which results in a loss of service for 
us. This is a situation almost parallel with 
that of calling long distance or sending 2 


letter. It is very hard to assess. It is difficult — 
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to determine where this competition restrains 
the use of telephone service and what dollar 
value it represents of our total volume of 
business. 


r. Martineau: Just to illustrate, in my 
own office, I am old-fashioned and I like to 
use the telephone to speak to my secretary or 
to the partners. But all the others and there 
must be forty others, all use an intercom- 
| municating system which does not come from 
you or from Northern. I think it comes from 
Telefunken. 


The Chairman: What you are really saying 
is that the 10 to 15 per cent estimated figure 
is only the competition from the railways. 


Mr. Sherman: That was not my question, 
Mr. Chairman. I cited Telex simply as an 
example of a field in which Bell would be 
_ involved in competition. There are apparent- 
_ly others. Perhaps it is impossible to get an 
_ answer to my question. It may be an impossi- 

ble question. But taking all in all the terms 
_of your whole business, your whole opera- 
tion, your whole enterprise, what extent of 

that business, that operation, finds you pitted 
_in head-to-head competition with somebody? 
And to what extent do you feel you enjoy a 
_ privileged position where you do not face 
| head-to-head competition? Your first answer 
was that you felt you were in competition in 
| an area embracing about 10 to 15 per cent of 
your operations. I gather that estimate has 
now been revised. 


The Chairman: 
, railways only. 


In competition with the 


Mr. Sherman: You are now revising that 
answer. Could you answer the question as I 
intended it, in terms of your over-all 
operations? 


The Chairman: They do not seem to know 
it exactly. 


Mr. de Grandpré: We are in competition 
with the telegraph systems directly in other 
areas. We do not know whether the subscrib- 
er will use the telephone instead of a tele- 
gram. This is an area in which it is impossi- 
ble to get figures. We do not know why a 
telegram is used instead of the telephone. So 
it is almost impossible to answer your ques- 
_tion with any degree of certainty. 


Mr. Sherman: But you could say with 
some degree of assurance that your basic 
business took such and such a form: that 
your biggest capital investment, your biggest 
distribution of manpower and energy, was 
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devoted to a certain function. I do not know 
what that function is. Is it your trans-Can- 
ada telephone service? If it is, it would be 
reasonable to assume that in that whole area, 
which comprises certainly a substantial por- 
tion of your livelihood, you really are not in 
competition with anybody. 


Mr. Scrivener: Mr. Chairman, I would say 
that the one place where the telephone com- 
pany is not in competition is in the provision 
of basic local telephone service—in other 
words, the telephone in your home. From our 
experience, since 80 per cent of our people 
have individual lines in their homes, and 
sixty per cent of the telephones are black, a 
black telephone on an individual line in a 
home is a basic service. 


The Chairman: But what percentage of 
your total business is this? 


Mr. Scrivener: That part of the business, 
for residence and for business—keeping it 
very simple for business, just one telephone 
per business—would approximate, in ball 
park figures, about 50 per cent of the busi- 
ness. The rest of our business, in my opinion, 
in one way or another is open to solicitation 
from alternate opportunities. This is about it. 
If you want to put the basic service on one 
side, then in one way or another the rest is 
open to solicitation; there is a substitute. 


Mr. Vincent: It might take systems, you 
know, that are owned, not supplied by anoth- 
er provider of a service such as CN or CP. 
Pipeline companies own a great deal of their 
own lines right across the country for com- 
munications that are required between com- 
petitors’ clients and their own. A great num- 
ber of them provide their own. Some large 
companies surely do. 


Mr. Martineau: When the question arises 
whether you send a telegram or make a 
telephone call to a distant place, you use the 
cheapest way. If you can save money by 
sending a telegram, then you send a 
telegram. 


Mr. Sherman: Is it not correct that in your 
business your position and your liquidity are 
such that your shareholders and Canadian 
investors in general have a pretty substantial 
confidence in Bell Telephone stock? 


Mr. Scrivener: I think it is based on the 
fact that the confidence arises from the 
assumption that if the service is good enough 
and if the price is right its use will grow. 
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Mr. Sherman: If I may have your indul- 
gence, gentlemen and Mr. Chairman, I would 
like to return to the original point that I was 
discussing with you a few moments ago, and 
to ask whether you have ever yet put forth 
rights to stock that have not been taken up? 
It does not matter by whom they have been 
taken up. 


Mr. Scrivener: That is different than an 
issue—I mean on a stock issue where one or 
two per cent were not subscribed, yes. That 
is the amount that was not taken up and was 
never exercised. Someone gave up the value 
of that right for some mysterious reason and 
it went down the drain—that is, one or two 
per cent of the average issue. 


Mr. Sherman: Those occasions on which 
your common shares have not been pur- 
chased when rights have been issued have 
been minimal indeed, really inconsequent al 
from the point of view of your financial and 
fiscal picture. 


Mr. Scrivener: Yes, true. 


Mr. Sherman: It leaves me wondering why 
it is necessary to obtain a clearer right now 
to issue preferred stock. Why is_ that 
necessary? 


Mr. de Grandpré: It is just a question of 
pricing. If it is a question of pr cing, then it 
becomes a questicn of cost of money. I am 
sure, to teke an example, that if tomorrow we 
were to put on the market shares at $26 or 
$27, they would sell. We would get 99.8 per 
cent partic'pation, but that does not mean 
that it is a success; it simply means that we 
have underpriced the stock. The cost of issu- 
ing addition] securities is very high indeed 
and, therefore, this eventually will reflect 
itself in the cost to the sv bscriber. The result 
of an issue is a combination of factors; itis a 
combinat on of the confidence of the investor, 
proper pricing, and proper appreciation of 
the market. 


Mr. Scrivener: In today’s atmosphere, Mr. 
Sherman, to be realistic, right now in a very 
sick stock market the Bell stock is declining 
with everything else. If we wanted to make a 
stock issue, say to raise $75 million to $100 
million which is about the size of our recent 
stock issues, we would have to underprice so 
much in relaticn to a sick and declining 
market that it makes the price of that equity 
terribly high. Therefore you avoid doing it if 
you possibly have the alternatives. This gets 
you into the alternatives of bonds and the 
debt ratio. But perhaps there could be a 
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situation where a preferred issue might have 
a real appeal to a certain type of investor; 
the cost of that money would be substantially 
less than attempting to deal in equity. What 
is really involved here is to have this room to 
manoeuvre. 


Mr. Sherman: So you see this as an exigen- 
cy which is forced upon you; or at least you 
are persuaded to move in that direction as a 
consequence of the economic situat.on in 
Canada today. 


Mr. Scrivener: During our 88 years of oper- 
ation I think we have had the simplest capi- 
tal structure of any large company you will 
find anywhere. First mortgage bonds and com- 
mon stock is all we have ever issued, and I 
see no reason to depart from that formula so 
long as we can make it work. If, however, 
we could not make it work, if we cannot get 
the capital we need to expand, the obvious 
alternative is to stop growing, and then when 
somebody applies for a telephone they do not 
get it and when they want to make a call 
they cannot make it. These are not desirable 
alternatives. This is the reascn for the 
optimum financial flexibility, based on the 
best credit rating that can possibly be estab- 
lished in the line of investments. 


Mr. Sherman: This is a hypothetical ques- 
tion and perhaps you cannot answer it. If the 
market were as healthy today as it was in 
1957, would it be reasonable to assume that 
you would not have asked for this new ave- 
nue of financing. 


Mr. Vincent: That is a very difficult aues- 
tion. You are trying to guess what the mar- 
ket is going to be in the next ten years. 


Mr. Sherman: But you did not ask for this 
in 1957. The market was healthy then. 


Mr. Scrivener: I would think that our 
experience over the past ten years, the 
difficulties at times of getting the market 
right, and so on, has led us to consider, since 
in certain quarters there is an expressed 
desire for this type of security, that if we did 
have this flexibility it would mean that we 
could over the years get our money at the 
lowest price. I think that in the past ten 
years there have been a number of cases 
where we wondered if really we would not 


have been better off if we had been in a 


position to meke a preferred offer. We never 
did; we found some other alternative. Per- 
haps in the future we will never make a 


preferred offer, but the market size of our 
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issues, demands for capital, not only in the 
Canadian market but in the world market, is 
such that I think financing in the future is 
not going to be easy. 


Mr. Sherman: Mr. Chairman, on a different 
plane, I would like to ask just two more 
questions with respect to your subsidiary, 
Northern Electric. 


The Chairman: Mr. Sherman, I am just 
wondering if this would be a good time to 
adjourn until after the question period, at 
which time you could commence with a differ- 
ent line of questioning. Our intention is to 
question the witnesses from Bell and then 
call others who have expressed their inten- 
tion to present briefs, and then after we are 
through with them and we have heard the 
other side of the story, to have the Bell come 
back again for questioning in depth, and to 
give them the opportunity to answer whatev- 
er criticism has been raised. This will pro- 
vide a further opportunity for members to 
put questions, after hearing other briefs. We 
do have a sitting this afternoon after ques- 
tion period, and we will continue then. 


AFTERNOON SITTING 


Mr. Chairman: Gentlemen, we now have a 
quorum. Mr. Sherman, will you continue. 

Mr. Sherman: I will now change my line 
of questioning. There were two or three ques- 
tions that I had in mind at the time we 
adjourned for the noon lunch hour which 
have to do mainly with research and your 
subsidiaries. 

With reference to the proposed section 8 in 
the new Bill in your brief you stress the need 
for research and the Company’s interest in 
promoting research. On page 51 of the origi- 
nal brief submitted with respect to Bill 
C-239, which is not Bill C-104, you state that 
this proposed section 8 of the Bill would 
broaden the Company’s right to invest in 
other companies having objects in whole or 
in part similar to those of Bell Telephone. I 
would like to ask, sir, whether this reflects 
an interest in developing other research arms 
or using some of the new capital that is going 
to be available to you to develop a specific 
research operation of your own within Bell 
which would not involve outside companies, 
or whether this statement envisages subse- 
quent takeovers of companies that could be 
utilized for research purposes. 

27104—3 
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Mr. Vincenti: I think the first thing I 
should say in reply to this is that we are not 
saying that we want to do this next year or 
the year after. We do not know yet whether 
or not we want to do it but we would like to 
have the power to do it. Perhaps I might 
describe it broadly this way. There might be 
advantages at some point to have a separate 
research organization rather than have it 
under the manufacturing arm or under North- 
ern Electric. We are thinking of matters of 
this kind. It might be under Bell or it might be 
that half the capital would come from North- 
ern Electric and half from Bell. Perhaps this 
is a little academic but the point is that there 
might be advantages to having the two organ- 
izations involved in this. It might permit an 
crientation which is more in the area of basic 
research as against research in the field of 
development which is primarily of interest to 
the manufacturers. In other words, it might 
be oriented more to systems than to hard- 
ware, if you follow my reasoning. That is one 
thing. 

It might also render more services to com- 
panies other than Bell. While it does that 
now, mostly through Bell or in direct sales to 
the others, it could be that other telephone 
companies might feel that they are a little 
freer to get those kinds of both basic and 
development types of research than if it were 
directly under the manufacturer. Also, there 
are not too many large research organizations 
in the world in the field of communications 
and it is nice to be able to exchange the type 
of research work that is being done; this 
might be more easily done if it is a separate 
organization rather than one under the 
manufacturer. 

I am just indicating the kind of things that 
we have in mind. I am not saying we are 
going to do this but we are wondering 
whether at some point in time it should be 
considered. How long has this existed, eight 
or ten years? 


Mr. Lesier: Since 1958. 


Mr. Vincent: It started relatively small and 
it is getting to a size where, if there is a 
budget of $35 million to $40 million, it is 
becoming more important. We are thinking 
of how we could make better use of the 
centre. Do you want to add to what I have 
said, Mr. Lester? 


Mr. Lester: I think you have covered most 
of the factors, Mr. Vincent. I think that I 
would emphasize the liaison between labora- 
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tories around the world, particularly in basic 
communications research. Generally speaking, 
this is not carried on by manufacturing 
laboratories in other countries; it is carried 
on largely under government auspices in 
other places and under private auspices such 
as the Bell Laboratories in the United States, 
and I do think, like Mr. Vincent, that there 
would be a freer interchange at the technical 
and scientific level. It would result in being 
sort of freed from the manufacturers’ con- 
notation. 


One other point which is a particular one 
to us is that as the major user of Northern 
Electric’s equipment or of anybody’s equip- 
ment we feel that we must have assurance of 
the quality of what is going into our plants. 
This is over and above the quality control 
that every good manufacturer exerts. From 
the user’s standpoint we have quite a substan- 
tial organization in Bell which now looks at 
Northern or anybody else’s product to make 
sure that it is of the quality that we need to 
put into Bell Telephone plants. Our thinking 
would be that a separate organization might 
well be beneficial for this sort of thing. In 
other words, it would be a little bit freer 
than correcting your own copy book, as it 
were, because it would be independent of 
both the operating telephone company and 
the manufacturer, In this way I think we 
would get perhaps a better and certainly a 
more logical approach to quality assurance. 


Mr. Sherman: I appreciate your answer 
and yours, Mr. Vincent, and I think it is 
important that you make the answer as full 
as you have done even though it is necessari- 
ly speculative to a certain extent. As you 
have said, you are not saying you are going 
to do these things. I think it is important that 
you suggest that you are perhaps amenable 
to the idea of doing these things because 
there is some concern, as no doubt you appre- 
ciate all too well, over the size of companies 
such as Bell, over the degree to which they 
have come to exercise a pretty oppressive 
influence on business and the economy when 
they grow too large. Particularly in the light 
of your statement on page 51 of your brief, I 
think your answer is important. That state- 
ment bothered me a little, particularly where 
you say: 

This proposed section... 
That is, proposed section 8 of the Bill. 


...would broaden the Company’s right 
to invest in other companies having 
objects in whole or in part similar to 
those of Bell. 
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That philosophy can be given a pretty carte 


blanche interpretation. I would suggest to 
you that as one free enterpriser to another 
that it no doubt is going to be met with 
suspicion in some circles. It is an aspect of 
your position that is going to require some 
explanation and defence, Prati Serre. 

Finally, could you tell me to what extent 
Northern Electric is able to fill your orders 
for equipment and research? 


Mr. Vincent: In research? 
Mr. Sherman: Yes. 


Mr. Vincent: Mind you, as big as it is in 
Canada it is still a small part of what we 
require. I do not think that we will ever 
—maybe ever is a long time—have the 
equivalent of Bell Lab in this couniry. It 
would be silly to attempt it. We just could 
not afford it. However, we do get a lot of 
research done through the service contract 
with AT & T. In fact, that is the maim 
advantage of the contract with AT & T, and 
for what we pay for this contract I must say 
we are getting quite a bit more than we are 
getting directly through Northern. Northern 
research is particularly oriented in getting 
the kind of research that they at Bell Lab 
sometimes are not too interested in because 
they do not have that kind of problem in 
their country and we are concentrating on 
our own situations here. For example, we 
had a need at one time for a small crossbar 
office and they do not have that type of smail 
office. They were not too interested in that 
and we had to develop some of these things. 
So Bell Lab through its service contract, 
avoids duplicating what is done by Northern. 


You asked what percentage of the total 
research knowledge we need we get from 
Northern. 


Mr. Sherman: Yes. 


Mr. Vincent: You are not talking dollars, 
are you? 


Mr. Sherman: No. 


Mr. Vincent: We can come back to that, if | 


you wish. You want to know, of the total 
know-how we need, the percentage we get 
from Northern. 


Mr. Sherman: I am referring to expertise, | 


yes. 


Mr. Vincent: Mr. Lester 


say 10 to 15 per cent. 


could better © 
answer that question, but I would venture to 
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_ Mr. Lester: I think that it might be a bit 
more than that, Mr. Vincent. I would put it 
in the 25 per cent range. Just to emphasize 
what Mr. Vincent has mentioned, Bell 
_Laboratories’ budget for civilian work—they 
do a lot of military work, of course, too— 
showed aciual expenditures in 1966 of a 
shade over $200 million. This was the re- 
search and development work required to 
keep the Bell system in the United States 
moving ahead, so to speak. 


The range of services required in Bell of 
Canada is just as wide as it is in Michigan, 
California, or New York. Therefore, we need 
-access to the same breadth. Obviously we 
cannot have Northern cover all of that 
breadth and we try to concentrate on the 
| particular things which are either not coming 
out of Bell Labs fast enough or they are 
' peculiar to Canada. The small crossbar office, 
“for example, was successfully developed in 
| Northern and they have sold something over 
/400 of them here and elsewhere. The develop- 
‘ment of a new approach to mainline 
microwave, a selective thing, has been devel- 
oped in Northern. We have an inter-compa- 
ny committee that concentrates on those 
‘things that Northern can do well. We try to 
organize it this way. 

' I would guess that the figure of 20 or 25 
'per cent is about right. I would think that 
over the next few years the proportion of 
What you might call their basic research 
work would increase and a separate compa- 
ie, aS at present, might have some 
‘advantage. 
) 


_ Mr. Sherman: I have one last question, 
gentlemen. In the area of straight manufac- 
tured equipment, to what extent is Northern 
Electric able to fill your orders, and if they 
[eennot fill them where do you go to have 
. them filled? 


Mr. Vincent: I would think that they 
‘would pretty well meet all our requirements 
ia very large percentage anyway. Occasion- 
ally there would be some requirements, such 
as mobile sets for cars or... 


Mr. Sherman: Can they fill 85 per cent of 
your orders? 


Mr. Vincent: ...or there may be a need for 
‘a new type of PBX, an automatic private 
Switchboard, which perhaps they have not 
developed yet, and to fill the gap for a year 
or two we might buy it, as we did, from 
Ericsson. 
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Mr. Sherman: Buy it from where, sir? 
Mr. Vincent: Ericsson. 


Mr. Sherman: Can Northern Electric fill 85 
per cent of your orders? 


Mr. Vincent: I would say more than that. 


Mr. Lester: At least 85 per cent. I would 
expect they could fill 85 to 90 per cent. I 
would have said 90 per cent. The items that 
we have gone outside for also has something 
to do with the research type of thing we are 
talking about. For example, there are all 
kinds of microwave systems that have been 
developed around the world and on this conti- 
nent and I think Northern have rightly 
concentrated on the main  heavy-route 
microwave systems. However, we have need 
for branch routes up to 500 miles and that 
kind of thing of lighter capacity and we have 
gone elsewhere. Bear in mind that there is 
really nobody in Canada who was manufac- 
turing microwave with the exception of RCA, 
but there are Canadian agencies. We have 
bought the branch route microwave from 
these other people. We bought a PBX. We 
bought quite a number of mobile sets both 
from Canadian competitors and, to some 
degree, from British competitors. 


Mr. Sherman: Thank you. 


Mr. Groos: Mr. Chairman, although a great 
number of my points have been covered by 
Mr. Sherman I would like to fill in a few 
gaps. 

It seems to me that the things that are 
concerning a number of members of Parlia- 
ment in respect of this Bill are, first of all, 
the close connection which you have 
explained between The Bell Telephone Com- 
pany and Northern Electric, and this new 
section, clause 8, which empowers the Compa- 
ny to purchase or otherwise acquire, to hold 
shares, and so on, in other companies. 


I would like to go into that a little bit. 
Could you describe to me the working 
arrangements that you have for research and 
development between Northern Electric, Bell, 
AT&T and the Bell Laboratories? You have 
touched on it but I have not the general 
picture on my own mind. 


Mr. Vincent: We could carry on with the 
service contract with AT&T but I think we 
have covered pretty well what you have 
asked. 
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Mr. Lester: Perhaps I could sort of put an 
umbrella over it. 


Mr. Vincent: I think they would like us to 
be more specific about the contract. 


Mr. Groos: I 
description. 


Mr. Lester: First of all, we do hire out a 
service contract, which is between Bell and 
the AT&T Company. For one thing, this cov- 
ers use of all their patents in Canada. It 
covers access to technical information from 
Bell Laboratories and also access, which is 
vitally important too, to all operating informa- 
tion of AT&T, and their 23 perating subsidi- 
aries. This is extremely valuable to us in 
methodology, in methods of measuring and 


would like a_ general 


standards and that kind of thing, right 
through our base. 
Our payment to Bell Laboratories last 


year, if I remember rightly, is something in 
the order of $6.1 million. It is based on 1 per 
cent of certain revenues that we have. About 
$3 million to $3.5 million of that can be 
attributed to the Bell Laboratories stuff that 
comes to us. As I mentioned a few minutes 
ago, for that we have rights to patents which, 
of this $3.5 million, would represent $2 mil- 
lion in royalties if we did not have such an 
arrangement. In other words, if we did not 
have an arrangement of this sort we would 
have to pay royalties. The rest of it covers 
the very valuable and continuing contact that 
we have with Bell Laboratories and with 
AT&T on the engineering of this extremely 
complicated system. This system is not just a 
series of hardware. Because there are 100 mil- 
lion telephones in the United States and eight 
million in Canada it means that on any one 
day there are probably seven to eight hun- 
dred million telephone calls which all have to 
be connected. It is the engineering of this 
whole business that we are talking about. 


We get by way of technical literature from 
the AT&T and Bell Labs all of the 
output of their laboratories. If we decide that 
we have to go ahead with certain things in 
Canada then we must decide whether to pur- 
chase technical information. This is detailed 
design information as opposed to the broad 
Bell Laboratories stuff from the Western Elec- 
tric Company, and if Northern has to do this 
then we have to have Northern go ahead, 
using the patents and their own knowledge, 
and develop this particular item to fill the 
role. In addition, of course, we have North- 
ern Electric laboratories which this year are 
spending about $30 million; they have their 
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particular role to play based on a program 
set up between the two companies, Bell and 
Northern. I sit on an administration commit- 
tee which determines what the program shall 
be for Northern research. We try to make 
sure that we have a minimum amount of 
overlap with Bell Laboratories and, at the 
same time, a substantial content of basic 
research because no laboratory can go on 
anybody else’s basic research. 

That is about the way this works. The 
Northern Electric Company, of course, from 
the product of their own laboratories, can 
develop completely down to manufactured 
products or drawings for manufactured pro- 
ducts and carry on with the manufacture of 
that stuff and sell it to Bell or whomsoever 
else they have as a customer. On the informa- 
tion that comes from Bell Laboratories, as I 
say, we have to determine whether or not we 
are going to adopt it. If we decide to adopt it 
then Northern must develop themselves or 
buy from Western Electric Company the 
detailed technical knowledge and drawings 
and from that set up the Canadianization of 
this, because there are usually Canadian com- 
ponents rather than U.S. components, and 
build the hardware. Does that cover your 
question? 


Mr. Groos: Yes, it covers it very clearly. I 
think you mentioned earlier on that we were 
spending 25 to 30 million dollars on research 
this year in Canada between Northern Elec- 
tric and Bell. Is this correct? 


Mr. Lester: We are really not carrying on 
research in Bell. That is Northern Electric. 


Mr. Groos: About how many Canadian 
scientists would be employed in this 
program? 


Mr. Lester: There is currently a total staff 


of just over 1,600 people in Northern Electric | 


laboratories. These of course are not all scien- 
tists. There would be between 400 and 500 
senior technical people, scientists and senior 
engineers, in that group, perhaps another 400 
to 500 of what you might call the technical 
assistant type to help the top scientists group, 
and the remainder are technicians, clerical 
people and that kind of thing. It is a substan- 
tial group. I had the figure a little while ago. 
I think between 400 and 500 certainly would 
be classified as scientific personnel. Of those, 
just to give you an idea, there would be in 
the order of 100 in the Ph.D class and most 
of the others would have their Masters 
degrees in various forms, physics and so on. 
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Mr. Vincent: You have to appreciate that 
Bell laboratories is ten times this. If you are 
trying to evaluate what we get from Bell 
Labs, they have about 15,000 people and 
their budget is about $300 million. I am not 
talking about capital. 


Mr. Groos: [ 
getting... 


was not talking about 


Mr. Vincent: I know, but when we talk 
about the value of the contract we have to 
think of that. When I say “ten times’, this is 
not just bodies and dollars; there is also the 
amount of expert knowledge involved. 


Mr. Groos: I was interested in the work- 
ings of the arrangement. 


You were saying earlier on that when it 
came to working out the profits of the Bell 
Telephone Company, which I think you were 
showing around 6.6 per cent on investment 
capital, you had to be pretty sure that the 
profit figure of Northern Electric was greater 
than this so that you could not be accused of 
_ having Bell Telephone Company subsidizing 
Northern Electric; or put it the other way 
round—Northern Electric bieeding the tele- 
phone users. Do you not think if you exercise 
these powers you are going to be given in 
clause 8 that this will complicate the issue? 
Because you will be faced with the same 
problem there; in each of these firms that 
you acquire or hold shares, particularly those 
you acquire, you are going to be faced with 
the problem of having to justify the capital 
expenditures in here and be able to face up 
_ to the accusation that Bell Telephone Compa- 
| Tey... 


_ Mr. Vincent: Well, so far it has not been 
difficult at all with the Board of Transport 
Commissioners because we have always been 
able to show that the percentage return on 
the investment was higher than the percent- 
age return on our own telephone operations 
and also, the fact that the investment in 
other companies only represents between 
eight and nine per cent of the total capital 
- involved. So for this reason, I think, when 
_they changed the base of regulations on per- 
centage return basis, it was easier to pick a 


mind that the percentage there, which was 
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the Board, I think the way to do this’ for 
everybody’s satisfaction is to have a base of 
regulation on the net piant investment, rath- 
er than the total capital. In other words, the 
Board could say: You had better leave your 
investment out of this, and you make your 
6.6 or whatever it happens to be on the net 
plant investment in the telephone business, 
and then what happens to the rest is up to 
the shareholders to take their loss or to make 
a better return on it. In fact, let me point this 
out, if they used that plant instead of total 
capital, this would be about what is done 
almost all over the Continent. 


Mr. Groos: Have you in mind, in asking 
for this clause to be included, the sort of 
takeovers that have taken place in the Unit- 
ed States? I notice one touched on earlier on 
by one of the questioners similar to the Ran- 
dom House, RCA type of connections. Would 
that have had something to do, in your mind, 
with facsimile type transmission? 


Mr. Vincent: Not at all. You know, it is 
something that really puzzles me; I have had 
publishers on to me and people in the broad- 
casting business airing suspicion that we. are 
trying to get in somebody elses business in 
spite of what we say. The way it looks to me, 
quite frankly, when they come and talk to 
me about it, it is the other way around. 


A quite prominent publisher in this coun- 
try came to me the other day and said: “You 
know, I am a little naive; I do not under- 
stand the business world and all this, but do 
you not think with this satellite thing that 
the publishing people should be in this some- 
how? I do not know why, but it is something 
new up there”. So I said: “Tell me this; let us 
suppose the satellite had not come into the 
picture yet, and that we needed to extend 
our network. Either we would put more on 
the ground cables or we would change the 
structure of the micro-wave towers and add 
to the capacity or maybe we would take 
another route and build another micro-wave 
system. And, let us say that tomorrow it will 
be wave guides or laser. Would it occur to 
you to come here today and say to me: ‘Do 
you not think I should have part of this 
network? Do you not think I should be in it?’ 
Because if you did I would tell you to buy 


percentage return on a total capital having in 


Telephone shares.” 

But, he said: “No, to be’ quite candid with 
you, it would not.” I said: “It is just because 
this is something quite spectacular; it hap- 
pens to be in the sky instead of on the 
earth.” He said: “Yes, that is true.” 


, investments, was relatively small—about 
eight per cent. 


, However, on the point you are raising, if 
_there should be any fear at any time on the 
| part of the Board of Transport Commission- 


€rs or any bodies making representation to 
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And this catches the imagination of the 
people. But this satellite thing is just another 
way to add to the system, but because of that 
people who are in the publishing fields, broad- 
casting fields, have an idea that we are 
trying... 

We do not want to be in the newspaper 
business; we are never going to be in publish- 
ing, although we have the powers. 

Mr. Groos: Perhaps he feels that he is in 
the communications business himself... 


Mr. Vincent: That is right, that is right, 
but we are not in the... 


Mr. Groos: ... and he can go back and stop 
talking about telecommunications... 


Mr. Vincent: We will continue to provide 
the facilities that we are providing today, it 
may be with another kind of action. Now, I 
know that the fear was expressed this morn- 
ing and they say: “You have never done this, 
you have never done that; you say you are 
not going to do that, but you have this kind 
of power.” I suppose you still have to consid- 
er the picture since 1880. We have had the 
power since 1880 to be in the faucet business 
in the belt strip business, in the battleship 
business; in fact, all the damn things that 
you want to think of and dream of, but we 
have not been. 


Mr. Groos: Really? 


The Chairman: Do you have a supplemen- 
tary question, Mr. Andras? 


Mr. Andras: I wonder, if I am not inter- 
rupting your chain of thought Mr. Groos, if I 
could ask a supplementary question arising 
from the answer to that second last question. 

Do I understand what you are saying is 
that the regulation of net income, net profit... 


Mr. Vincent: No, that is plant. 


Mr. Andras: I am coming to that—of your 
net profit, should be related to the return on 
net plant investment as opposed to total capi- 
tal investment? That is what you said a 
minute ago. 


Mr. Vincent: Yes. 


Mr. Andras: Well, would not that permit 
you, particularly under the extension of the 
powers given you under clause 8—to divert, 
as it were, your profit centre from Bell’s 
operation to one of the associated or subsidi- 
ary companies by all sorts of techniques that 
are quite legitimate perhaps—inter company 
charges and that sort of thing—to keep your 
Bell Telephone net within the limit permitted 
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as applied to net plant investment, as to that 


total? 

If it is applied to total investment, then it 
does ont matter where you invested and the 
return still have to stay within a certain total 
confine. But if you fragment this thing and 
get to your objective of the regulation apply- 
ing only to net plant investment, then you 
have a whole lot of money invested in 


diverse other subordinate or associated compa- 


nies and your profit can go way up in total 
and still be within the regulation which 
opens an avenue through, as I say, these 
inter-company charges that the telephone 
users might in the end be paying. 


Mr. Vincent: I am not talking of even a 
separate company, you know. You are talk- 
ing about inter-company charges; that box of 
tricks. Frankly, I do now know what you are 
talking about. What I am saying is that you 
do not need to have a separate company for 
‘nvestments to do that. You could, but all I 
am saying is that they would regulate the 
thing on that plank. The investments are still 


shown separately in our annual report and 


they would only say, you are getting so much 
money on your investment which is so much; 
your return is so much on that, and we are 
not going to be interested in that. We are 
interested in your plant—your telephone 
plant assessment—and your return is so 
much on that. 

Mr. Andras: You are saying, in essence, 
that the regulation should apply to that 
portion of your investment related to net 
plant? 


Mr. Vincent: Yes. 


Mr. Andras: If you have hundreds of mil- 
lions of dollars that are not in telephone 


plant, and so forth, but invested in all sorts | 


of things, the profit can go where it wants. 


Mr. Vincent: It will not be in all sorts of | 


things. But whatever it is it is going to be 


other telephone companies, or Northern Elec- | 


tric or things of that type. 


Mr. Andras: Northern Electric, are there | 


any in that operation ... 


Mr. Vincent: Northern Electric is in other © 


investments; that is not the telephone... 


Mr. Andras: Is it regulated as to returns? | 


Mr. Vincent: No. 
Mr. Andras: Northern Electric? 


The Chairman: Mr. Andras, you have had © 
a few supplementary questions and I think | 


\ 
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we should let Mr. Groos finish his line of 
questioning. I will put you down. 


| 


Mr. Groos: I come from British Columbia 
where the B.C. Telephone Company operates, 
-and they, I presume, have different suppliers. 
| 


_ Mr. Vincent: Yes; I am not saying they do 
‘not buy anything at all... 


Mr. Groos: No, I was not suggesting that. 


Mr. Vincent: But they have their own. The 
General has been working with Automatic; 
they have their own. 

_ Mr. Groos: Have we any way of comparing 
the costs of the equipment that they get? I 
assume they are compatible; I suppose the 
equipments are compatible, must be compati- 
ble, but a comparison of the costs of their 
equipment as opposed to the costs of your 
similar equipment from Northern Electric? 


/ 
_ Mr. Vincent: I am not familiar enough 
with this. Mr. Lester, can you answer that? 


Mr. Lester: It is similar equipment but 
from another supplier. 


i 
| Mr. Groos: Yes. 


| Mr. Lester: It is pretty difficult to get a 
comparison there. I do not think you can get 
a direct comparison. The arrangements 
between British Columbia Telephone Compa- 
ny and General Telephone and Automatic 
Electric (Canada) Limited and Lenkurt Elec- 
tric Company—Automatic and Lenkurt are 
the people that they usually take most of 
their equipment from ...It is very similar to 
our own at Northern Electric, and I would 
expect that they get the equipment at some- 
thing close to, or perhaps a bit more expen- 
sive from anything I have known—than we 
get from Northern. Certainly anything they 
buy in the open market has a tendency to be 
perhaps more expensive because of the small- 
er base of manufacture of some of these 
people. I think you would find that the prices 
for comparable items are very close together. 


Mr. Groos: I think that finishes this line of 
Questioning for the moment. 


| Mr. Byrne: Mr. Chairman, I would like to 
ask Mr. Vincent something about the power 
Which this Bill appears to give. The Commit- 
tee seems to be concerned that we are convey- 
ing to you much more power in relation to 
telecommunications than you had previously. 
I think the question of satellites is the main 
issue. If it were technically possible to put a 
Satellite into the air in Central Canada with- 
cat having to go to the equator to provide 
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television service for all of Canada, would 
there be any requirement on your part to go 
to the government or the Department of 
Transport or anyone else under the present 
circumstances? 


Mr. Vincent: There would be and always 
would be a necessity to go. 


Mr. Lester: You are putting up a straw 
man, Mr. Byrne, with all due _ respect, 
because it is not technically possible. The 
present traffic of satellites has to revolve 
with the earth to appear to be fixed and in 
order to do that it has to be above the 
equator, otherwise you would get a tremen- 
dous figure eight coming in. However, aside 
from that the regulations in so far as a spot 
in space, the launching arrangements, and the 
space-keeping arrangements are concerned, 
are all under an international consortium 
called and abbreviated as INTELSAT 
which has about forty-odd partners, 
if I remember rightly and for which the 
Communications Satellite Corporation in the 
States is the general manager, as it were. 
So, it would be essential under any 
circumstances, at the present time anyway, 
for the Canadian government to join in 
negotiations with INTELSAT and other gov- 
ernments when a Canadian satellite system is 
being incorporated so far as the air part of it 
is concerned. 


Mr. Byrne: When you joined with other 
telephone companies to build the  trans- 
Canada microwave, was there any require- 
ment that you come to the government of 
Canada at that. time? 


Mr. Lester: We had to have a licence from 
the Department of Transport because a 
microwave system is, of course, a radio sys- 
tem and you must have a licence. 


Mr. Byrne: Under the amendment of 1948? 


Mr. Lester: No, the Department of Trans- 
port. This is still subject to the Radio Act 
even in the 1948 interpretation and the Radio 
Act is administered by the Minister of Trans- 
port, who grants all licenses for radio in 
Canada so that when we put up the original 
microwave system or anytime we extend it 
we must go to the Department of Transport 
for a license each time. 


Mr. Vincent: Before that we had a full line 
which, I suppose, we still have from coast to 
coast..This did not involve that kind of a... 


Mr. Lester: Full lines and cables... 
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Mr. Vincent: What did it with the 


microwave was the radio. 


Mr. Byrne: Well, then, there is no power 
under these amendments to provide for the 
Bell Telephone or any other telephone compa- 
ny to put a satellite into orbit? 


The Chairman: Surely your powers are 
broad enough to allow you to do that? You 
say they should not. They can do it now if 
they want to. 


Mr. Byrne: They cannot do it. That is what 
I am referring to. They could do it but it 
must be done by making application to a 
governmental body and in this case it would 
be to the international... 


Mr. Vincent: The Department of Transport 
and the international body. 


Mr. Byrne: Could you tell me, Mr. Vincent, 
the amount of equity capital that is permissi- 
ble to be retained as_ undistributed 
dividends? Is there any limit? 


Mr. Vincent: Well, I can only go by the 
experience over many, many years, what we 
call a pay-out ratio for the dividends as a 
percentage of the earnings. It has always 
been very high as it is, I suppose, in other 
utilities, but it is about 75 per cent to 80 per 
cent. For instance, if you want to take a 
specific year, last year the earnings were 
$2.98 a share and we paid a $2.50 dividend so 
there was 48 cents. What was the pay-off last 
year? 


Mr. Lester: Eighty-three. 


Mr. Vincent: Eighty-three; so really we 
retained 17 per cent. If you consider it over 
the years it is very seldom that we retained 
20 per cent. It is in that vicinity. Would that 
be all right, taking it over the years? What 
we call the pay-off ratio, or the percentage 
that we made of the earnings to pay a divi- 
dend, what is left is about 20 per cent. 


Mr. Byrne: All right; I understand you to 


say that 6.6 per cent is the maximum at the 
moment... 


Mr. Vincent: Yes. 


Mr. Byrne: ...of your allowable earnings? 
How often is this changed and under what 
circumstances? 


Mr. Vincent: We were before the Board of 
Transport Commissioners in 1965 and the 
judgment came out in 1966. Incidentally, 
these things take about two years. We got 
notice from the Board in the summer of 1964 
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and we got the judgment in the spring of 
1966—almost two years—and at that time 
they changed the basis of regulation from 
earnings per share to this percentage on total 
capital so in the case of the percentage you 
are talking about, that is the first time it 
came out that way. That is the only one we 
have had so far. 


Mr. Byrne: Mr. Lester has said that and 
The Bell Telephone Company of Canada does 
not enter into research programs but rather 
that Northern Electric does all of your 


research. What sort of liaison do you have 


which would alert Northern, for instance, to 
your needs? Does it not follow that the peo- 
ple who are in the communications business 
would be the first to know what the require- 
ments are and what changes should be 
anticipated from day to day? 


Mr. Lester: If I may take a minute, Mr. 
Chairman, I will describe in some detail the 
liaison between the two companies. We have 
an administration committee on which I and 
a couple of the vice-presidents of Northern 
sit, which guides the program of the North- 
ern Research Laboratory. As a subsidiary to 
this senior group we have a group of depart- 
ment heads of chief engineer calibre. There 
are three of them from both Bell and North- 
ern and their chore is, if you will, to filter 
the requirements that come through from 
various sources. Our own marketing people 
in Bell who identify the needs of the public, 
items that seem to be required, and this kind 
of thing, are technical people who have 
filtered what has come through from Bell 
Telephone laboratories and from elsewhere 
in the world, because we have liaison 
through the International Telecommunications 
Union on a world-wide basis and through 
Northern’s international operations, and 
those things are filtered in this committee. 

They try to make a business decision that 
this or that project is a matter that should be 
gone ahead with from the standpoint of 
service, profitability, cost and so on. It is 


then assessed by the administration group. 


and a decision is made that it will be gone 
ahead with and the work is proceeded with 
in the Northern Electric laboratories. 

I think the answer to your question is that 
the tentacles, if you will, of the Bell market- 
ing organization are spread out into the 
social structure to determine what is 
required. We receive quite an assist through 
our AT & T contract from Bell Laboratories 
and from, in fact, the AT & T marketing 
people who identify the needs in the United 
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States which, generally speaking, tend to be 
much the same as in our own social struc- 
ture. We have the international field iden- 
tified both by our own people from a user 
standpoint and by Northern from a manufac- 
turing standpoint. 


Mr. Cantelon: I was very interested in 
some of the questions that were just asked. I 
would like to ask a couple of questions along 
this line myself. My first question concerns 
the satellites. If I heard you correctly I 


_ believe you said that the only way in which 


a satellite can operate and continue to oper- 
ate is to have it in a polar position, or was it 
in an equatorial position? 


Mr. Lester: There are different kinds of 
satellites, sir. The types that are being used, 
the Early Bird satellite and the ones that 
COTC, and so on, are using are over the 
equator. It is an equatorial orbit. You could 
have and the Russians, in fact, do have an 
elliptical orbit in the northern hemisphere 


but the ground station must be capable of 
_ keeping track of it as it goes from one hori- 


zon to the other and this tends to require 
rather expensive and sophisticated ground 
gear. This was the basic reason for going into 
an equatorial orbit. 


Mr. Canielon: Is it impossible to have a 
polar position? 


Mr. Lester: No, a polar position would not 
do the same thing. You still have to have a 
sweep of the sky from north to south and 


/ unfortunately the world is not spinning that 


way. 


Mr. Cantelon: That really complicates the 
problem. It is too bad that it was not invent- 
ed in such a way that it was regular. We 
cannot change that? 


Mr. Lester: No, I am afraid we cannot do 
that. 


Mr. Cantelon: The other question I want to 


| ask really has to do with administration with 


' respect to satellites. I hope this question is 


very hypothetical and highly improbable, but 
suppose the country did separate into two 


_ parts and, let us say, the Quebec administra- 
_ tion wanted to set up a satellite and asked 


you to do it; you might find yourself in an 
awkward position? 


Mr. Vincent: Of course, perhaps I am 
naive but I have a great deal of faith that 
they are going to resolve their constitutional 
problems. I have not envisaged what you 
said. However, Alex, if you want to comment 
on that, go ahead. 
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Mr. Lester: I think the answer to the gen- 
tleman’s question is yes; we would be in 
quite a fix. 


Mr. Cantelon: That is what I thought. 


Another question—and this is one that is 
really more serious—has to do with clause 11 
of the Bill. I would like you to clarify my 
information on this. I understand a sugges- 
tion has been made that there might be a 
change in this Act by adding a section after 
the word “‘incurred’’? 


Mr. de Grandpré: May I comment on that? 


Mr. Vincenti: Yes, I would be glad to have 
you comment. 


Mr. de Grandpré: When we filed our bill 
the Canadian Federation of Mayors and 
Municipalities got in touch with the Compa- 
ny through me and their representative at 
the time was Mr. Carroll. He said, “You have 
suggested an amendment to section 3 and 
you want to replace the word ‘telephone’ by 
‘telecommunication’.” He also said, “I agree 
that this should be done but if you do this 
you have to make sure that section 378 of the 
Railway Act still receives full application’. 
Section 378 of the Railway Act, to refresh 
your memory, deals with the problems that 
could exist between municipalities and the 
telephone company or the telegraph compa- 
nies respecting the location of wires and lines 
on their streets. In order to resolve this prob- 
lem a procedure is spelled out in section 378 
under which a municipality or the Company 
may apply to the Board of Transport Commis- 
sioners or to the Canadian Transport Commis- 
sion in order that a ruling may be made to 
determine under what terms and conditions 
the lines are going to be buried, for instance, 
or where the lines are going to be located. He 
says that as it now reads there could be some 
problem relating to whether section 378 still 
receives its application in view of the fact 
that the Railway Act refers to “telephone 
and telegraph lines” and your act refers to 
‘“telecommunications”’. 

In order to solve this problem, which was 
not a very serious one, we agreed to add a 
few words after the last word of section 11, 
which is the word “incurred”’, and a brief 
has been filed by Mr. Carroll to the effect 
that the following words should be added: 

Section 378 (except subsection 1 thereof) 
of the Railway Act shall apply to the 
Company insofar as lines or lines of 
telecommunication are concerned. 
So that the problem has been solved between 
Mr. Carroll and myself. 
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Mr. Canielon: That is the reason I asked. I 
just wanted to get it down and I have it 
here. 

Mr. Jamieson: Mr. Chairman, one of the 
areas that was mentioned as being in compe- 
tition with your Company was microwave. 
What is the status of microwave nationally at 
the present time? You have a complete coast 
to-coast microwave system operated by Bell? 


Mr. Vincent: When you say “we”, it is 
ourselves and the other companies across the 
country. They own the part within their own 
boundaries. We own the part between On- 
tario and Quebec and each province owns its 
own. 


Mr. Jamieson: Who administers it? Is that 
Trans-Canada Telephone? 


Mr. Vincent: Yes. 


Mr. Jamieson: What is the alternative, 
then, to that system? Is there a CN-CP paral- 
leling it all the way? 


Mr. Vincenti: I do not know if you would 
say “paralleling” but I guess widely speak- 
ing, yes. 


Mr. Jamieson: The end result is that there 
are two systems across Canada? 


Mr. Vincent: Not completely all the way, 
no. What is the CN-CP route? 


Mr. Lester: Essentially they are all the 
way. The CN-CP route goes from the west 
coast to Montreal and from Montreal through 
Quebec to Moncton and across through Syd- 
ney to Newfoundland and across Newfound- 
land. So essentially they have a series of 
systems, if you will, which connect right 
across the country. 


Mr. Jamieson: Yours does not go beyond 
what, Sydney in the east? 

Mr. Lester: That is right. The Avalon Com- 
pany, to the extent that they need long dis- 
tance circuits over microwave, rent them 
from the CN in Newfoundland. 


Mr. Jamieson: Referring back to this ques- 
tion of competition and taking the television 
services in particular, is it possible, for 
instance, for you or the other line to carry 
both television network services? 


Mr. Vincent: Yes. 


Mr. Jamieson: So you have the capacity to 
earry both? 


Mr. Lester: Well, in fact, we carry the CBC 
English network and the CTV network and 
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the CN—lI think .1I .am» right—carry.~ the 
French network, but as you know the French 
network does not go right across the country 
now, but the CN and CP do carry ati 


Mr. Scrivener: Mr. Chairman, the trans- 
Canada telephone microwave system is carry- 
ing both major TV networks across Canada 
today, so it obviously has the capacity to do 
it. 

Mr. Jamieson: To your knowledge, did the 
CN-CP bid for any of that business? Did you 
get it on a straight negotiated basis, or some- 
thing of that sort? Have they the ability to 
do it? 


Mr. Scrivener: I can answer this way, Mr. 
Chairman, that the time the original network 
was established the CN-CP did not have a 
network. When the independent CTV net- 
work was established it was obtained by the 
telephone industry on a competitive basis. 
They went out to get the best price they 
could for their Canadian network. That was 
a competitive situation between ourselves 
and the railways. Because the railways have 
a system which has the capacity to be com- 
petitive, the next time the contracts come up 
for renewal it will be a competitive situation. 


My. Jamieson: Apart from the carriage of 
network television and your own use of 
microwave? Have you many customers 
good deal of this capacity now for telephone 
service, or whatever the technical language 
is, are there any other major users of your 
microwave. Have you many _ customers 
besides the networks? 


Mr. Vincent: There are other lease facili- 
ties right across the country, I believe. 


Mr. Scrivener: On the microwave system, 
in addition to television, you can carry any 
type of communication channel. You have a 
sophisticated one to carry a picture or a 
simple one to carry a telegraph signal. The 
facilities are used for all these purposes for 
different customers. If we wished to lease a 
facility to your business from Montreal to 
Vancouver we would lease it to you on that 
system. 

Mr. Jamieson: Is much use being made of 
this? Do you have many customers other 
than the networks? 


Mr. Scrivener: We have a lot of private 


line business, and we carry radio network | 


facilities on this system. We lease facilities to 
the Canadian Overseas Telecommunications 
Corporation, to carry their overseas circuits 
from Vancouver back to their Montreal point. 
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There is other business on this network in 
addition to television and the normal toll, 
long-distance-message networks. 


Mr. Jamieson: There used to be a require- 
ment, as I recall, in radio broadcasting days 
that a radio station operator had to make use 
of the land lines of a public carrier and that 
he could not have his own. I remember occa- 
sions when one had ot apply even to get a 
standby type of line. Does this apply now? Is 
there any such regulation now with regard to 
microwave? Forgetting the economics of it 
for the moment, could the network apply to 
operate its own microwave service? 


Mr. Scrivener: Given two considerations, 
Mr. Jamieson: If they have the legal powers 
to operate a microwave system.... 


Mr. Jamieson: They would have to get 
these from DOT of course. 


Mr. Scrivener: Assuming that they had the 
legal powers, they would then have to get the 
licence from DOT, and having that they could 
operate their own system. 


Mr. Jamieson: My point was whether your 
Company has ever taken action to oppose 
this kind of private operation, or would you 
do so? 


_ Mr. Scrivener: This is part of the competi- 


tive atmosphere in which one bids on 
— contracts. 
Mr. Jamieson: I understand that, but 1 


asked whether there was, in fact... 


Mr. Vincent: We compete in _ providing 


| facilities ... 


Mr. Scrivener: There are two things which 


must be taken into account. The first is that 


the networks have not seriously considered 


building their own exclusive-use networks. 


Mr. Jamieson: No; it probably would not 


| be very practical. 


Mr. Scrivener: Secondly, it has never come 
up directly. In other words, we have never 


had any situation that we reacted to. The 


basic reaction is that surely, in the competi- 
tive atmosphere, a network that has a multi- 
tude of uses can offer to the TV interests the 
part of the system they want at a better 
price than can a network that was built 
exclusively to depend on TV network reve- 
nue, for example. 


Mr. Jamieson: I had in mind a number of 
instances, which have come to light recently, 
of ‘comparatively short-haul microwave 
Where there do appear to be certain advan- 
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tages to the operator in installing his own 
equipment or in applying for the necessary 
authority to do so. I believe this is likely to 
become more evident as we see satellites, not 
in the atmospherical sense, but ground saitel- 
lite stations. 


Specifically, if there was an application to 
the DOT to cover the distance from Ottawa 
to Kingston, to take a particular case, would 
the Bell, if they already had facilities there, 
oppose that kind of application? 


Mr. Scrivener: No. We would offer our 
facilities at a price that would cause you to 
look very carefully at building your own, but 
we have no grounds on which to object to 
someone else buying, paying for and using 
their own microwave system. If DOT sees fit 
to grant a licence that is what will happen. 


Mr. Jamieson: What about the argument, 
that could conceivably be valid in some 
instances, about this private facility using up 
frequencies and causing a frequency shortage 
and perhaps affecting you? 


Mr. Scrivener: That is exactly where DOT 
enters into it. The DOT has the respon- 
SIDI: ©: 


Mr. Jamieson: Would you not have legiti- 
mate grounds for opposing an application on 
that basis? 


Mr. Vincent: I do not think so. 


Mr. Scrivener: Perhaps we would; but it 
seems to me, as Mr. Vincent is implying, that 
the Department of Transport is charged with 
the responsibility of protecting this aspect of 
the public domain. I am sure you could rely 
on their satisfying themselves that any public 
domain to be used would be properly used. 


Mr. Vincent: It could come from brokers, 
or from a pipe line; it could come from 
departmental sources that operate around the 
country. It is not only TV. Anybody could 
say that they wanted to have a system of 
their own. 


Mr. Jamieson: I understand that. You have 
given me a fairly clear-cut answer, and, first 
of all, as I understand it, you have no protec- 
tion against some other person coming in to 
operate a microwave, and, secondly, it is not 
your policy to oppose such applications. 


Mr. Vincent: No. We think that 
government’s job. 


is the 


Mr. Scrivener: There are a number of pri- 
vate microwave systems in Canada. By “‘pri- 
vate’, I mean built, owned and operated 
exclusively for the owners. 
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Mr. Jamieson: Yes. 


Mr. Scrivener: There are a number of pri- 
vate microwave systems in Canada which, 
presumably, are doing something for custom- 
ers that the regulated utilities could do for 
them. 


Mr. Jamieson: I understand that. I was 
referring only to those areas where you have 
a service available and somebody else is com- 
ing in to perform the same service. 


I have one last question on this topic, and 
then, with the Chairman’s permission, I 
would like to ask some questions about satel- 
lites. In the case of private customers there is 
no rate control at all; it is strictly a market- 
place proposition. In other words, you negoti- 
ate with networks. These tariffs do not have 
to be approved by the Board, or by anyone. 


Mr. Scrivener: That is right, Mr. Jamieson. 
The Board of Transport Commissioners regu- 
lates all the prices and tariffs for services 
that are connected to the basic telephone 
network but it does not regulate the prices 
and tariffs for those which are not connected 
to the telephene network, such as a 
microwave channel for a TV broadcast. This 
is purely a market-place pricing type of 
situation. 


Mr. Jamieson: I would now like to ask a 
question or two about the satellite proposal. I 
understand that you are a party to the 
CN-CP-Bell proposal which was submitted to 
the Department of Transport some months 
ago. 

Mr. Vincent: When you say 
mean the Trans-Canada System? 


SRellvgyou 


Mr. Jamieson: Well, I can never get that 
one very clear in my own mind; but the 
Trans-Canada Telephone System is jointly 
applying, or has placed this proposal. If this 
were to “fly’—and I mean that figuratively 
as well as literally—what would be your 
relationship? Would this be a new company 
financed by all three of you, or how do you 
envisage it would operate? 


Mr. Vincent: We have not faced that ques- 
tion yet. It could be a separate company, or 
there could be an arrangement by which we 
have a part-ownership without necessarily 
forming another company. I do not know. I 
do not think we have gone that far. 


Mr. Lester: No, sir, we have not gone that 
far. We have taken some looks at it. There 
would not appear to be any great difficulty in 
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arriving at some means of dividing the costs — | 


and the revenues between the partners. 


The Chairman: You are just interested in 
seeing that your claim is in for a piece of the 
cake. Is that not it, really? 


Mr. Jamieson: That is so, I suppose, in a 
way; but I was going to ask if this was, in a 
sense, a way of acquiring, or establishing, a 
new company, or of Bell getting into a new 
company? 


Mr. Vincent: No; we have an arrangement 
today between the telephone companies. 
Where there is no other company to deal 
with, how do we separate the revenues and 
the capital investment across the country? 
There is no other company there. There is 
just an arrangement that we own certain 
parts and the revenue is a certain amount, 
and we split the revenue in a certain way. 
That could be done without another 
company. 


Mr. Jamieson: I appreciate that, but would 
it not still be a case of the Bell or Trans- 
Canada Telephone, whichever you like, par- 
ticipating in, or presumably putting some 
money into a company along with CN and 
Gr? 


Mr. Vinceni: This is because the two 
microwave systems are owned by these two 
organizations. They go across the country 
and at some point we will both need other 
facilities and this is the way to get it. 


The Chairman: What advantage does Bell 
get from Northern Electric having been grant- 
ed this by the Department of Transport and 
by the government’s funds for research in 
the satellite field? Do you get some advan- 
tages over and above your competitors? 


Mr. Vincent: I do not think that it was 


exactly that kind of thing they were asking. 


hey were asking for a survey in the space 
area. 


Mr. Lesier: This was not really research, 
Mr. Chairman; this was a report requested 
by the Department of Transport on the status 
of satellite service in Canada and the oppor- 
tunities resulting therefrom. 


The Chairman: This information is available 
to you. 


Mr. Vinceni: I have not seen it. 


The Chairman: It would be available to 


YOU: 


Mr. Lester: I presume parts of it would be. 
The report itself of course was made to the 
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science secretariat and will be divulged or 
disclosed by them to anyone concerned. 


Mr. Jamieson: 
then, is it? 


The report is completed 


Mr. Lesier: Yes, sir. 


Mr. Jamieson: I have one last question on 
this. 

Mr. Scrivener: Mr. Chairman, I would like 
to clarify this. To the extent that govern- 
ments call on industry to handle projects for 
them, I do not think there is any question. 


The Chairman: No, no. I was asking 
because of the relationship between Bell and 
Northern Electric. 


Mr. Scrivener; To the extent that you 
carry out a project presumably you have 
gained some competence. 


The Chairman: There is no question of 
that. We are not talking of competence. Let 
us not cloud the issue. 


Mr. Jamieson: I will conclude with this last 
question on the satellite proposal with CN- 
CP. As I] read it, this does involve the satel- 
lite and the operation of land stations for the 
reception of the signals. Secondly, as I under- 

stand it, it is exclusively for television use. Is 
this right? 


Mr. Lester: No. This is perhaps the point at 
issue. This satellite system is regarded simply 
as we would regard a third microwave sys- 

tem across the country. Whether it be televi- 
sion or telephone, this is another facility to 
Set it right across the country. The advantage 
is that we can get to places in northern 
Canada that we cannot get to economically 
with microwave. 


_ Mr Jamieson: Perhaps I misread the gentle- 
man, but I recall distinctly when I talked 
with the representative of CN—the project 
‘May have been modified subsequently—that 
at that time this was primarily for television 
purposes and this would be the major use of 
it. In fact there would be land stations both 
for reception and transmission, and this is 
the key point I am getting at. Even though 
you may not be in the television business or 
the network business per se from a program- 
ming point of view, as I understand it, this 
‘System would require that this consortium 
would do the actual transmitting from land 
‘Stations, where the signal is picked up. 


| 
_ Mr. Lester: Of course we do now by the 
‘microwave system. 
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Mr. Jamieson: No, no; I am talking about 
transmission for public reception. 


Mr. Lester: Oh, no. The transmission for 
public reception would be by the network 
itself, CBC, CTV or whoever the station 
might be. The consortium would simply be 
the carrier, as they are now, from the input 
end to the output end. The signal would be 
delivered to the television transmitter and 
then spread to the populace. This is the idea 
of the thing. 


Mr. Jamieson: Then your proposal does not 
contemplate the operation of transmitting sta- 
tions from the public reception point of 
view? 

Mr. Lester: If I could take a minute, Mr. 
Chairman, there were really three major uses 
behind the proposal. One is to Northern Cana- 
da which I have touched on. There are tele- 
phone requirements both in the Eastern Arc- 
tic where Bell operates predominately and 
the Western Arctic where CN operates pre- 
dominately, and really the only sensible way 
to get to these is by satellite. It is very 
difficult economically to put a microwave sys- 
tem in; it is nearly prohibitive. Coupled with 
that of course there is a desire on the part of 
CBC particularly to get television coverage 
for the whole of the north country. Therefore 
this urge to get transmission to the north on 
a telephone basis is important to television. 

The countrywide distribution of television 
networks, to the extent that they may be 
more economical via _ satellite than via 
microwave, is a second attraction. The third 
one is the long haul ordinary toll telephone 
traffic which in terms of economics as we 
now know them—and the economics of satel- 
lites of course are subject to change from 
time to time as we get closer to it—would 
prove in at distances over 1,500 miles. In 
other words the circuits in Canada, which 
are over 1,500 miles long, would look from 
this point of time to be more economical via 
satellite than via microwave. These are three 
reasons for our concern in getting this system 
up. For example, on the requirement for long 
haul telephone service the cross section right 
now is about 1,000 circuits. Interestingly 
enough, this is between Regina and Win- 
nipeg. We believe with the expected growth 
this would be up to 7,000 circuits by 1980. I 
think it is obvious that in addition to the 
microwave system we have or may have, it is 
going to be an advantage to take the longer 
haul stuff via satellite in such a growth. 


106 


The Chairman: Mr. Andras, you are next. 


Mr. Andras: Mr. Vincent, going back to my 
previous questioning, lI would like to see if I 
have the right pattern of the controls that 
apply to your operation. In addition to the 
detail control, establishing of rates and so on, 
and I am mainly talking of Bell telephone 
now, am I right in assuming that it is the 
control of your profit return as expressed as 
a percentage of your capital investment... 


Mr. Vincent: It is the total capital. 


Mr. Andras: Total capital investment. In 
other words, the regulatory body said: “You 
are entitled to earn such and such a return 
on your total capital investment.” 


Mr. Vincent: That is right. 


Mr. Andras: Treating it as a separate com- 
pany for the moment, would this same regula- 
tion apply to Northern Electric? 


Mr. Vincent: No. 


Mr. Andras: Then does the control on Bell 
include the effect of dividends passing from 
Northern Electric to Bell? 


Mr. Vincent: Yes. I think what has been 
more significant to the Board of Transport 
Commissioners over the years is the actual 
percentage returned by Northern Electric 
operations, because this is a more significant 
figure than a dividend. 


Mr. Andras: Yes, it is. 


Mr. Vincent: For instance, in some years it 
has been an advantage for Northern to retain 
their earnings rather than have the need of 
more equity from Bell. 


Mr. Andras: Yes. 


Mr. Vincent: Or you can have the other 
situation where they pay a dividend to Bell. 
But at one time they may require more equi- 
ty to finance their own expansion, depending 
on how fast this expansion comes. The signifi- 
cant figures to the Board of Transport Com- 
missioners was first of all in respect of the 
over-all return of Northern Electric on their 
total investment. 


Mr. Andras: But Northern is not subject to 
regulation. 


Mr. Vincent: No, no; except that they want- 
ed to be sure—and this was looking at audit- 
ed figures—that their over-all return was 
better than our own, that obviously then they 
were not operating at a loss and this was 
coming from Bell. Whether their earnings 
were partly retained or returned or whether 
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they pay a dividend, the other significant 
thing they wanted to look at was the price 


level. 
Mr. Andras: Yes. 


Mr. Vincent: They also wanted to be sure 
that the prices to Bell were not any higher, 
that they were at least as high or lower than 
the prices to the others so they would not say 
the customer was subsidizing Northern 
Electric. 


Mr. Andras: That is right, and you have 
just expressed the very obvious reason for 


that. 


Mr. Vincent: They have always looked at 
the over-all return of Northern and also the 
price level. This is a very significant thing. I 
would like to quote from the last judgment. 
Would you read it please? I raise this point 
because it is important. 


Mr. de Grandpré: This aspect was gone 
into by the Board of Transport Commission- 
ers during the earnings hearings that took 
place in May and June, 1965, and which 
were concluded by the judgment of May, 
1966. There is a concluding paragraph on the 
Northern Electric-Bell relationship which I 
would like to quote: 

On the evidence, the board find that, 
at this time, Bell’s investment in North- 
ern Electric is not in fact prejudicial to 


the interests of Bell’s telephone custom- — 


ers; that the prices paid by Bell to North- 
ern Electric are as low as or lower than 
going prices; that Northern’s over-all 
rate of return does not appear to be 
excessive in comparison with the general 
average of other manufacturing enter- 
prises of a similar nature and in compari- 
son with the rate of return earned by 
Western Electric in the United States; 
that the rate of return earned by North- 
ern on its Bell business is lower than the 
rate of return earned by Northern on its 
non-Bell business; that the rate of return 
earned by Northern on its Bell business 
is not unreasonable and not much higher 
than the rate of return earned by Bell as 
a utility; and that the Board is not of the 
view that Northern’s rate of return on its 
Bell business should be limited at this 
time at the rate of return which the 
Board finds reasonable for Bell. 


Mr. Andras: Perhaps this is a hypothetical 
question, but had the Board found, for any 
one of a number of quite legitimate reasons, 
that the prices Bell paid to Northern were 


—_ <_O 
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perhaps high enough to raise an eyebrow? 
What authority would the Board of Trans- 
port Commissioners have had with respect 
to dictating Bell’s action in that circum- 
stance? 


Mr. de Grandpre: They could reduce the 
rate base which was the total invested capital 
by that proportion which they thought we 
had overpaid for the equipment we bought. 


Mr. Andras: Yes. 


Mr. de Grandpré: And instead of being 
given a rate of return on, let us take $2 
billion as a round figure, the Board could 
have said it was only on $1.9 billion because 
we had overpaid to the tune of $100 million. 
What is very important to bear in mind in 
this discussion, Mr. Andras, is this: let us 
assume, for instance, that Bell is paying exor- 
bitant prices for its equipment. The situation 
in Canada is very different from the situation 
which prevails in the United States. In the 
United States, the American Tel and Tel, for 
instance, is the holding company of both the 
manufacturing company and the operating 
companies. Therefore, if the prices on the 
sale of equipment by the manufacturing com- 
pany, Western Electric, to the operating com- 
panies become too high then the profits flow 
to AT & T and not to the subscribers. In 
Canada the situation is very different as far as 
Bell-Northern are concerned. If the profits of 
Northern are too high, they flow back to Bell 
and therefore the return on the investment is 
part of Bell’s income and is calculated in the 
6.6 per cent. 


Mr. Andras: That is exactly the point I 
was trying to get at earlier. Mr. Vincent, that 


- regulation is the over-all control. As I say, no 


matter where you place your influence—the 
profit centre could be in Northern or any one 
of these other companies you might want to 
buy—eventually the final destination of 
profits in the form of dividends will flow 
back to Bell and your total income is subject 
to this regulation. But Mr. Vincent is suggest- 
ing this be changed to allow that—let me 
finish and I will see if I am wrong or right. If 
Iam wrong it certainly should be cleared up. 
My understanding of your statement today 
is that you would prefer to have the regula- 
tion controlling your total profits to apply to 
the investment in plant only. The point 
Which puzzled me is that you could have 
100 million or $500 million invested in plant 
and another billion dollars invested in North- 


' ern or other ventures which are not subject 
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to regulation and if the regulation applied 
only to your plant investment then those 
dividends could flow back and the exact 
point you were making, sir, of ultimate con- 
trol, is lost. And I say, then, that the subscrib- 
ers, in the end, directly or indirectly, would 
be the ones paying for it. 


Mr. Vincent: I was not advocating a net 
plant regulation. I was saying that if people 
are suspicious about this and the Commission- 
ers prefer to sort it out, they can do this. But 
Iam not saying that I was asking for this. 


Mr. Andras: Oh no, no. And I am _ not 
accusing Bell of those kinds of motives. But 
let us face it, we have a public responsibility. 
If we went the direction that you seem to be 
Suggesting and applied the regulation to the 
net plant then we would be completely 
dependent upon the decisions you make in 
Bell. There would no longer be public control 
over this situation. You used the words “ex- 
horbitant prices’. Let us be practical. Proba- 
bly even if you deliberately set out to do 
it—I am not suggesting you would—the 
prices would not be exhorbitant but maybe 2 
per cent or 3 per cent or 5 per cent higher 
than otherwise. There are a hundred ways 
this could be done. I even suggest that with 
the fairest of motives on your part if you had 
this situation, this opportunity, placed before 
you, as good managers you would probably 
quite correctly, in your responsibility to your 
shareholders as opposed to your subscribers, 
say: “Let us maximize our profits by doing it 
this way. Not ridiculously so but to a slight 
degree.” That slight degree, inevitably, in my 
opinion, would end up back in the hands of 
the subscribers to pay the rates. 


Mr. de Grandpré: It is not an insoluble 
problem. It has been the problem of the 
regulatory authorities in the United States 
and they have made sure that the operating 
companies were not paying too high a price 
for equipment. Therefore they examined the 
pricing structure of Western Electric when 
selling to the operating companies. 


Mr. Andras: I am quite sure that if this 
suggestion were carried forward into legisla- 
tion or a relaxation of legislation, that kind 
of detailed study and investigative analysis 
would continue. But my point is that the 
ultimate control, the ultimate protection, 
would then be gone. If I have understood 
this correctly I would want to know a great 
deal more about it before I could support 
such a move. 
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Mr. de Grandpré: The focus of regulation 
would change. 

Mr. Andras: Oh, yes. But the basket clause 
of an over-all control on investment would 
then be gone. 

Mr. de Grandpré: Yes, so that the Board 
would have to concentrate its attention on 
this very question of the pricing structure of 
the manufacturing companies to make sure 
that we were paying a reasonable or current 
price for the items sold to Bell. 


Mr. Andras: That is right. And the more 
successful you were in acquiring companies’ 
controlling interests or even minority inter- 
ests through clause 8, the more complicated 
the situation would become. For instance, 
how many other companies do you own par- 
tially or otherwise, besides Northern, which 
are not regulated themselves as to profit? 


Mr. Scrivener: They are all regulated. 
They are all operating telephone companies. 


Mz. Andras: Northern is the only one? 
Mr. Scrivener: Northern is the only one. 


Mr. Andras: Thank you. I think I have 
cleared up the questions I wanted to raise. 


Mr. O'Keefe: Mr. Chairman, first of all I 
should apologize for my absence this morn- 
ing. I was attending another meeting. 


The Chairman: That is heresy, attending 
another meeting, Mr. O’Keefe. 


Mr. O'Keefe: There are other important 
meetings, Mr. Chairman. Some are even more 
important than Bell Telephone. 


The Chairman: They do not seem to think 
so. 


Mr. O'Keefe: Mr. Vincent, how many 
Canadian shareholders of all kinds are there 
in Bell Telephone? 


Mr. Vincent: There are a total of 257,000, 
and 97 per cent are Canadian. 


Mr. O’Keefe: 97 per cent. So only 3 per 
cent is owned by people outside of Canada? 


Mr. Scrivener: Shareholders, yes. 


Mr. de Grandpré: 94 per cent of the total 
shares. 


Mr. Vincent: You are speaking of share- 
holders though, not money. 


Mz. O’Keefe: The percentage of control. 
Mr. Vincent: The percentage of money? 


The Chairman: Control. 
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Mr. O’Keefe: Both percentages: the percen- | 


age of control and the percentage of money. 
Can you give me both? 


Mr. Vincent: Ninety-four per cent of the 
dollars of capital is in Canada. 


The Chairman: The largest shareholder is 


AT (& (Poatai2-per cent 


Mr. O’Keefe: Mr. Chairman, with all due 
respect to you would you allow Mr. Vincent 
to answer? 


Mr. Vincent: Canadian interest amounts to 
94 per cent and the AT & T, as the Chairman 
suggested, is 2.2 per cent. The difference is 
made up of some others also in the United 


States outside of AT & T and the rest fromm 


all over the world, mostly in England. 


Mr. O'Keefe: It is now in all seriousness a | 


Canadian company. 


Mr. Vincent: To the extent of 94 per cent, 
yes. 


Mr. O'Keefe: 
your request seems to me rather simple—the 
power to engage in the telecommunications 
business. Are you not in that now? 


Mr. Vincent: Oh, yes. 


Mr. O’Keefe: Power to acquire any kind of 


company? Cannot any of us buy a company © 


if we have enough money? 
Mr. Vincent: What is that, sir? 
Mr. O’Keefe: You are asking for the power 


to acquire any kind of company. I say, is this | 
not possible for any of us, if we have enough | 


money? 
The Chairman: Not for Bell. 
Mr. Vincent: No, we cannot. 


Mr. O'Keefe: I thought this was a free 
enterprise country. 


The Chairman: They have a charter, Mr. 
O’Keefe. 


Mr. O’Keefe: I am sorry, Mr. Chairman. 


The Chairman: It was sent to you. 


Mr. O'Keefe: I did not have the opportuni- | 


ty to read it. You are asking for the power to 
raise $2.3 billion during the next decade. 
Unless you go out with a gun I see 0 


objections to that. I suggest, Mr. Chairman, | 
that The Bell Telephone is doing a thorough-— 


ly good job. 


The Chairman: Mr. O’Keefe, you are sup- 
posed to ask questions not make statements. I 


This precise statement of | 
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suggest you read the charter that was sent to 
you some time ago. 


(Translation) 


Mr. Emard: Mr. Chairman, I agree that the 
lawful activities of The Bell Telephone Com- 
pany should not be restricted. However, I do 
believe that Parliament has the duty to super- 
vise its activities, and I wonder how this 
supervision could be exercised in such a com- 
plex organization. I also note that the new 
Act governing the jurisdiction of the trans- 
port commission makes no reference to com- 
munications. Do you have any suggestions 
regarding the type of supervision and the 
manner in which it could be exercised by 
Parliament? 


Mr. Vincent: We are satisfied with the 
present system. You said that communica- 
tions were not mentioned, but communica- 
tions have always been studied by the Com- 
mittee and the Act must cover that point. 


Mr. de Grandpré: This is the way things 
stand. The new Canadian Transportation 
Commission is authorized to create committees 
to supervise the operation of interprovincial 
trucking, maritime transport, railways, and 
pipelines. The committees were set up by the 
new Commission about a fortnight ago, but 
they do not yet have their full number of 
members. The structures of the various com- 
mittees have all been established. According 
to information which was given to me by 
members of the Commission, it was decided 
that the Railway Transport Committee would 
be the regulatory body dealing with the two 
telephone companies which fall under federal 
jurisdiction, namely British Columbia Tele- 
phone and The Bell Telephone Company of 
Canada. Hence, the new Commission will 
have regulatory jurisdiction over us, oso) EO 
Speak, through the Railway Transport 
Committee. 


Mr. Emard: Do you think that this new 
Committee will have the qualified experts to 
exercise regulatory control over such compa- 
nies as the Bell Telephone and the B.C. 
Telephone? 


Mr. de Grandpré: At the present time, 
there are economists and advisors, and there 


is also a legal department. Furthermore, the 
Committee is authorized to hire other person- 
nel, if it so wishes. 


(English) 
The Chairman: I should let you know, Mr. 
Emard, that the Steering Committee has 
271044 
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come up with the conclusion that the Trans- 
portation Commission will be asked to send 
one of their people to this hearing in connec- 
tion with the regulatory powers. 


(Translation) 


Mr. Emard: Another question. This morn- 
ing, you mentioned that the Company 
exports certain products, in particular to Tur- 
key, I do not remember the names of the 
other countries. Besides exporting equipment, 
are you called upon to provide technical ser- 
vices, either to European countries which are 
less advanced in the field of telephone com- 
munications or to underdeveloped countries? 


Mr. de Grandpré: We have been asked to 
set up some kind of department which could 
export the technical know-how acquired by 
the Company in order to help other coun- 
tries, and this applies not only to those coun- 
tries that are in the process of developing but 
perhaps to those countries that are in the 
process of developing in the field of telecom- 
munications, and a group is presently work- 
ing on this problem inside the Company. 


Mr. Emard: One final question. I believe 
that all industries, whether they are incor- 
porated by an Act of Parliament or other- 
wise, have the same obligations towards the 
public, towards their employees and then 
towards their shareholders. Concerning the 
public, they must provide the best service 
possible, at a reasonable price; concerning 
their employees, I believe that they must pay 
wages and provide satisfactory working con- 
ditions; and with regard to their sharehold- 
ers, they must provide a reasonable return 
for their investments. Now, do you believe 
that your Company is fulfilling these 
conditions? 


Mr. Vincent: I do not think we would be 
operating if we were not meeting these condi- 
tions; in my view the interest of the public 
and the interest of the shareholders are iden- 
tical. Our shareholders’ interests will be safe- 
guarded, if we operate in the interest of the 
public, otherwise we would not be here. 


Mr. Emard: I was thinking more particular- 
ly about your workers and your employees. 


Mr. Vincent: I think we are fulfilling our 
obligations quite adequately in that particu- 
lar field... 


Mr. Scrivener: Yes, because of the unions! 


Mr. Emard: Do you believe the wages that 
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you are paying at the present time compare 
with those paid by industry, considering the 
favourable position of the Company, that is, 
the economic position of the Company? 


Mr. Vincent: Well, first of all, seeing that 
we are a public service, and furthermore, 
seeing that in industry in general wages are 
studied from year to year, and also consider- 
ing the fact that we have to sit down and 
negotiate an agreement with the unions near- 
ly every year, I think what we have done 
compares favourably with what has been 
done elsewhere. 


Mr. Scrivener: A company has to be able 
to keep its employees, or else... 


Mr. Emard: Yes, but there are companies, 
at the present time, who pay their employees 
$1 per hour, which is the minimum wage in 
the province where they work. I do not think 
that is the problem. I believe we must consid- 
er the position of the Company, the financial 
position of the Company. From my point of 
view, the financial position of the Company 
stands comparison with that of any of the 
better Canadian companies and I imagine the 
wages you pay to your employees should 
compare with the best wages paid in Canada 
for the same work. 


Mr. Vincent: The main reason is that we 
need a great number of technicians. That is 
due to the fact that this type of business is of 
a rather technical nature. Without that we 
could not make ends meet. 


(English) 

The Chairman: Mr. Emard, we are not in 
the field of labour relations at this hearing. 
Mr. Pascoe? 


Mr. Pascoe: Mr. Chairman, I have just a 
couple of very short questions. The first one 
is just for information of a rather regional 
nature. In the summary of your brief on 
page 1 you say: 

Bell works in cooperation with the other 
communications companies... 

In Saskatchewan where I come from, of 
course, it is the Saskatchewan Government 
Telephones which are controlled by the gov- 
ernment, so you would have no financial 
interest in that. Just to what degree does 
your co-operation extend? Is it just for the 
use of the wires for calls going through, or 
would Saskatchewan Government Telephones 
have access to your research and know-how 
as well? 
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Mr. Vincent: They have access to our 
research and know-how through a service 
contract which we have with them. It is the 
same kind of contract that we have with the 
AT & T Company; we have a similar con- 
tract with Saskatchewan. 


Mr. Pascoe: They pay for it, then. 


Mr. Vincent: They pay for it on the same 
kind of percentage basis and they get not only 
research information but information on meth- 
ods of operation, engineering and so on. Apart 
from this contract, of course, we have the 
trans-Canada system which works together on 
the provision of facilities and provision of 
revenue, which is separate from this service 
contract. Would you like to add a word about 
the service contract aspect of this? 


Mr. Lester: Yes. I think Mr. Vincent has 
the main points of it. Not only Saskatchewan 
but each of the major telephone companies 
across the country—with the exception of 
BC Telephone—have a similar arrangement 
with General Telephone. We have a service 
contract. Saskatchewan, for example, pay us 
a fee which is one-half of 1 per cent of their 
revenue and in return they receive the know- 
how that we have developed in the operating 
and engineering fields, and so on. They do 
not, of course, have access to the Bell 
Laboratories patents. They have to pay royal- 
ties on anything they may get that involves a 
Bell Laboratories patent. Other than that 
they get as complete a story as we can make 
available to them. 


Mr. Scrivener: Excuse me, Mr. Pascoe, but 
I might say that our people are out there a 
lot; their people are down here on training 
courses; we exchange information; it is a 
continuous thing that goes on daily to keep 
one another in touch with what is going on 
in the industry. 


Mr. Pascoe: Just one more short question, 
Mr. Chairman. Perhaps I will show my finan- 
cial ignorance but I understand that you are 
allowed a 6.6 per cent permissive level of 
earnings on your total capital investment. 
You are asking for $750 million and 6.6 per 
cent of that would be over $45 million in 
permissive earnings allowed above what you 
are doing now. Would that create any possi~ 
bility at all of raising your rates in order to 
bring in these earnings? 


Mr. Vincent: First of all, you said it would 
be 6.6 per cent on $750 million but it would 
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be 6.6 per cent on something higher than 
that. It would be 6.6 per cent on— 


Mr. Pascoe; I mean the extra $750 million. 


_ Mr. Vincent: No, it would be on whatever 
the market price is. It might be around $1.3 
billion so it will be higher than on the $750 
million. Is this going to result in an increase 
in rates in the next ten years? That is what 
you are asking. There will be other factors 
that will probably still be more important 
than that. 


Mr. Pascoe: But there is a possibility? 


Mr. Vincent: There is always the possibili- 
ty of a great number of things in the next 
ten years but all I can say to you is that 
there is no intention of increasing the rates 
now, but if you are speaking of ten years 
from now, I do not know. 


Mr. Pascoe: Well, I raised the question, Mr. 
Chairman, that is all. 


The Chairman: It is now 5.25 p.m. There 
are no further questioners although I have a 
couple of questions to ask. It was our inten- 
tion to adjourn at 6 o’clock because there are 
other meetings which I understand some of 
the members have to attend, so we will now 
adjourn at 5.30. 


We have not crystallized our plans with 
respect to calling other witnesses or deter- 
mined how long the questioning of the Bell 
witnesses will take. Now, if it is your pleas- 
ure we can have the witnesses from Bell 
back again or we can move on to other 


witnesses and then the people from Bell can 


return. 


Mr. Emard: I think we had better hear 
from the other witnesses and then Bell could 


- return. 


The Chairman: I will be able to get togeth- 
er with the Steering Committee late this even- 


ing and crystallize those plans. 


I would like to refer to one question that 


was raised this morning. I think Mr. Schrey- 


_€f was questioning Mr. Vincent on the merg- 
_€r between publishing companies and tele- 
phone companies which is happened in the 
United States, Is Bell considering any such 


action in Canada? 
Mr. Vincent: No. 


The Chairman: But it would be possible 
under your present powers, would it not? 


Mr. Vincent: Yes. 
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The 
power? 


Chairman: You would have this 

Mr. Vincent: It would be possible under 
our present powers but it would not be possi- 
ble under the power that we are asking. 


The Chairman: I am speaking of your pre- 
sent powers, without the amendments. 


Mr. Vincent: Without the amendments, 
Right now it is possible; right now we could. 


The Chairman: Yes. With that possibility 
in mind you could go into a type of publish- 
ing with facsimiling newspapers, really, ina 
sense, could you not? 


Mr. de Grandpré: Yes. 


The Chairman: I gather there is also criti- 
cism of the fact that Bell has a Special privi- 
lege because it has a Dominion charter. What 
restrictions would you expect to see if Bell 
was really operating in Ontario under a pro- 
vincial charter and in Quebec under a provin- 
cial charter there, which are two separate 
charters? 


Mr. de Grandpré: What would be the net 
result? 


The Chairman: Yes, to Bell. 


Mr. de Grandpré: We would have to take a 
very hard look at the implications. 


The Chairman: You know the criticisms 
that are made by other companies which are 
provincially chartered. They say they are at 
a disadvantage when compared to Bell, 
which has a Dominion charter. I am not 
criticizing the fact of the Dominion charter, I 
am just bringing up the question. Would it 
restrict your operations? Would it make regu- 
lations more severe? 


Mr. Vincent: Who is criticizing? 


The Chairman: It will come out in the 
hearings. 


Mr. Vincent: I do not think— 


The Chairman: I think they are competi- 
tors, Mr. Vincent. 


Mr. Vincent: No. 
Mr. de Grandpré: You mean the rates 


would be higher if we were under provincial 
charter? 


The Chairman: Regulatory control, yes. 
Mr. de Grandpré: I think history proves 
that the Quebec Public Service Board. has 


been more generous than the Board of Tran- 
sport Commissioners with respect to-rates. 
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Mr. Scrivener: This may be a hypothetical 
observation, but you would have a provincial 
jurisdiction presumably assuming some form 
of a constitution on the intra-provincial por- 
tion of the operation? 


The Chairman: Right. 


Mr. Scrivener: You would then also presum- 
ably have a federal jurisdiction for the inter- 
provincial portion, assuming that is what the 
constitution distributed in the way of powers, 
and you would have to not only sort out the 
jurisdiction but the investment which is sub- 
ject to the jurisdiction. There is nothing 
impossible about this but this would be the 
path down which that sort of thing would 
lead. 


The Chairman: It would be more difficult 
for you with that method of operation. 


Mr. Scrivener: Oh, I guess once you got 
used to it it would be about the same! 


An hon. Member: You got your answer. 


Mr. Jamieson: I have just one brief ques- 
tion to round out what I was saying about 
microwave and the two systems across the 
country. I sometimes get the impression from 
my business connections in television, and so 
on, that there is a certain amount of inefficien- 
cy, if you like, because of the lack of a 
relationship between the two microwave set- 
ups. In other words, I have a feeling that 
they could probably be employed to better 
advantage. 


Mr. Vincent: While there is a novel relation- 
ship there are a lot of leases both ways. 


Mr. Jamieson: Do you have much of a 
relationship with, for instance, CN or CP 
with regard to transferring traffic over to 
their circuits, and vice versa? 


Mr. Vincent: I think this goes on all the 
time. Would you like to comment on that? 


Mr. Scrivener: Yes. We have a number of 
working arrangements. For example, we 
have a piece-out arrangement and should 
they obtain a contract in an area where they 
have no facilities, we will lease the facilities 
to them at reciprocal rates and they will do 
the same thing for us. So, we have a piece- 
out arrangement. In addition, for diversity 
we lease facilities from them so that if we 
lost a microwave route of our own we would 
have facilities riding on their microwave 
routes which still would be theoretically oper- 
ational. So we have aé_ diversity inter- 
exchange. 
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Mr. Jamieson: Perhaps my question might 
more properly be directed to the television 
companies. When, say, CBC buys a block of 
time from you it does not use all of the time 
that it purchases. There are gaps and holes 
in it when the microwave is down. At the 
same time, say, CTV has a microwave circuit 
going through with holes in it. I am just 
wondering why it would not be possible to 
get a more efficient sort of arrangement in 
that respect. 


Mr. Scrivener: I think that technology may 
do that for us one of these days, Mr. Jamie- 
son. One may have, if you like, broad-band 
switching, which is as flexible as present 
voice-method switching, and every second of 
the transmission channel will be used. Frank- 
ly, technology today does not make that kind 
of switching possible. The full RF channel 
for a TV signal is so complex that we do not 
know how to switch it in the way one can 
switch a voice call because today you might 
be talking to Vancouver this instant and Mr. 
Byrne might be talking to Vancouver the 
instant after on the same facility. It is used 
up more efficiently because there are smaller 
pieces that can be fitted together. Some day I 
think technology will do that kind of thing 
and then we will be able to use all the 
segments of available time, or we will be 
able to search out and find any available 
segment at any time we may want it. 


Mr. Jamieson: Thank you Mr. Chairman. 
The Chairman: Mr. Pascoe. 


Mr. Pascoe: Mr. Chairman, I understand 
Northern Electric are coming to. give 
evidence. 


The Chairman: Let us say that Mr. Vincent 
said they would be happy to come. We have 
instructed the Clerk to invite them to come. 


Mr. Pascoe: Your summary refers to North- 
ern Electric research and states that Ottawa 
has one of the largest research facilities with 
800 people. Would it be of any assistance to 
the Committee to visit that research centre? 


The Chairman: Mr. Vincent extended the 
invitation to me this morning and I would 
like to discuss it with him later. 


Mr. Vincent: I think it might help to clear | 


up some of your questions. 
Mr. Pascoe: That is what I thought too. 
Mr. Vincent: During questioning this morn- 


ing. I told the Chairman that we would be 


very glad to show you through at your 
convenience. 
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The Chairman: I advised Mr. Vincent that 
it would be a matter of setting a date and 
time. 

Mr. Pascoe: 
video-telephone. 

The Chairman: You should have gone to 
Expo to see it. 


I would like to see the 
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On behalf of members of the Committee I 
want to thank Mr. Vincent and Mr. de 
Grandpré. I am sure you will have your 
people here during the remainder of the 
hearings. 


We will now adjourn. 
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STANDING COMMITTEE 


ON 


TRANSPORT AND COMMUNICATIONS 


Chairman: Mr. Joseph Macaluso 


. Allmand, 
. Andras, 
. Bell (Saint John- 


Albert), 


. Byrne, 

. Cantelon, 
. Chatwood, 
. Deachman, 


Mr. 
Mr. 
. Howe (Wellington- 


and 


Emard, 
Horner (Acadia), 


Huron), 


. Jamieson, 

. Leboe, 

. Lessard, 

. McWilliam, 


(Quorum 13) 


Mr. Nowlan, 

Mr. Orlikow, 

Mr. Pascoe, 

Mrs. Rideout, 

Mr. Rock, 

Mr. Schreyer, 

Mr. Sherman, 

Mr. Southam, 

Mr. Stafford—(24). 


R. V. Virr, 


Clerk of the Committee. 


ORDERS OF REFERENCE 


FRIDAY, October 27, 1967. 


Ordered,—That the names of Messrs. Rock and Lessard be substituted for 
those of Messrs. Deachman and Thomas (Maisonneuve-Rosemont) on the 
Standing Committee on Transport and Communications. 

Monpbay, October 30, 1967. 


Ordered,—That the names of Messrs. Deachman and Chatwood be substi- 
tuted for those of Messrs. O’Keefe and Groos on the Standing Committee on 
Transport and Communications. 


Attest. 


ALISTAIR FRASER, 
The Clerk of the House of Commons. 
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MINUTES OF PROCEEDINGS 


TUESDAY, October 31, 1967. 
(7) 


The Standing Committee on Transport and Communications met this day 
at 10.05 o’clock a.m., the Chairman, Mr. Macaluso, presiding. 


Members present: Mrs. Rideout and Messrs. Allmand, Andras, Bell (Saint 
John-Albert), Byrne, Cantelon, Chatwood, Emard, Deachman, Howe (Welling- 
ton-Huron), Macaluso, Nowlan, Orlikow, Pascoe, Rock, Schreyer, Southam— 
aS 

In attendance: Representing the Industrial Wire and Cable Company: Mr. 
G. D. Zimmerman, President; Mr. J. G. Torrance, Counsel; Mr. R. A. Smith, 
Q.C., Counsel. 


The Committee resumed its consideration of Bill C-104, An Act respecting 
The Bell Telephone Company of Canada. The Chairman tabled letters received 
from AirTel Limited, Dominion Electric Protection Company, Masco Electric 
Company Limited and the Economic Council of Canada respecting Bill C-104. 


On motion of Mr. Pascoe, seconded by Mr. Bell (Saint John-Albert), 
Resolved,—That the letters be printed as appendices to this day’s Minutes 
of Proceedings and Evidence (See Appendices A-1, A-2, A-3, A-4). 


The Committee discussed the necessity of hiring experts to advise the 
Committee on the legal, economic and technological implications of Bill C-104. 
It was agreed that the Steering Committee would study this question further. 


The Chairman introduced the officials of Industrial Wire and Cable Com- 
pany and invited the President to present his brief. During the presentation, 
Mr. Torrance, Counsel, tabled additional exhibits in support of their brief and 
copies were distributed to the Members. 


On motion of Mr. Cantelon, seconded by Mr. Southam, 

Resolved,—That the exhibit pertaining to Statutes of Canada (1948), 
Chapter 81, Section 5, be printed as an appendix to this day’s Minutes of Pro- 
ceedings and Evidence (See Appendix A-5). 

On motion of Mr. Nowlan, seconded by Mr. Schreyer, 

Resolved,—That the Brief of Industrial Wire and Cable Company and TR 
Services letter dated October 30, 1967 to Industrial Wire and Cable Co. Ltd. 
be printed as an appendix to this day’s Minutes of Proceedings and Evidence 
(See Appendices A-6 and A-7). 


The Committee agreed that it would defer the questioning of officials of 
Industrial Wire and Cable Company until November 16, 1967 to enable Mem- 
bers to study the evidence which was presented this day. 


At 12.50 o’clock p.m., the Committee adjourned to the call of the Chair. 


BR. Virr, 
Clerk of the Committee. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Tuesday, October 31, 1967. 


The Chairman: Mrs. Rideout and gentle- 
men, I see a quorum. We have before us this 
morning a brief from the Industrial Wire and 
Cable Company Limited. Before moving to 
that I should like to read to the Committee 
letters which I have received from Mr. A. W. 
serser; President’ of AirTel: Ltd.; Mr. R.. Y. 
Atlee, President of Dominion Electric Protec- 
tion Company; Mr. V. S. Mullin, Manager of 
Masco Electric Company Limited; and Mr. 
Arthur J. R. Smith, Chairman of the Eco- 
nomic Council of Canada. 


(See appendices to today’s Minutes of Pro- 
ceedings and Evidence) 


With reference to the Economic Council of 
Canada, the Steering Committee discussed 
calling a representative before this Commit- 
tee to give evidence on this Bill. I directed 
the Clerk to send a letter to the Economic 
Council of Canada requesting them to study 
and investigate this Bill, let us know their 
position in the matter and have a representa- 
tive appear before the Committee. 


Gentlemen, could I have a motion that 
these letters be tabled and printed as appen- 
dices to our Minutes of Proceedings and 
Evidence? 


Mr. Pascoe: I so move. 


Mr. Bell (Saint John-Albert): I second the 
motion. 


The Chairman: All those in favour? 
Motion agreed to. 


The Chairman: In the light of the letter 
from the Chairman of the Economic Council 
of Canada perhaps there should be some 
-comment. It seems that the Chairman cannot 
help us at this time because they are at 
present studying part (b) which concerns 
/ uS—combines, mergers, monopolies and 
_ Testraint of trade. 


Mr. Bell (Saint John-Albert): We had bet- 
_ ter get some help somewhere if we do not get 
it there. 


The Chairman: That is right. This brings 
us a matter that I want to discuss right now. 
Many members of the Committee have asked 
me to retain, for the benefit of the Commit- 
tee, experts on the topic we are now investi- 
gating. I would like to put this to the mem- 
bers of the Committee for discussion at this 
time. Mr. Deachman wanted to open this 
matter so this morning I shall call on you, 
Mr. Deachman. 


Mr. Deachman: I simply want to say what 
I think I have said before in this Committee. 
I think the matters we deal with are so 
technical and the expertise is so heavily 
stacked on the side of the government, the 
Crown agencies and the various corporations 
that must appear before us that I do not think 
we can do a job effectively unless we retain 
counsel of our own. When I say “counsel” I 
mean that from time to time we might want 
to retain a lawyer, an economist or engineer 
or some expert of that kind to assist us in the 
examination of the people who must come 
before us. For this reason I would recom- 
mend, Mr. Chairman, that we look very seri- 
ously into the question of employing someone 
now to assist us in the examination of this 
Bill. 


Mr. Bell (Saint John-Albert): I have not 
given this much thought, Mr. Chairman, but 
I agree that we must get some advice from 
outside the Committee and our witnesses, but 
there are two aspects to it. 


I do not think one person is going to 
suffice. We need someone that can give us 
legal advice from the over-all combines 
aspect and we need some engineering advice 
from the technical standpoint. I realize that 
is what Mr. Deachman said but both aspects 
must be covered, in my opinion. 


The Chairman: You know my feelings in 
the matter. I think all committees, especially 
this one in this particular field, should have 
counsel to assist members of the Committee. 
Would the Committee leave this in the hands 
of the Steering Committee to discuss? 
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Mr. Orlikow: Mr. Chairman, I think we 
need expert advice and I think the Steering 
Committee should look at it. I am not so sure 
that we need legal advice. Surely it is the job 
of the Registrar General Department or the 
anti-combines division in whichever depart- 
ment it is now lodged. I am not quite certain; 
I suppose it is in the Registrar General 
Department. 


The Chairman: On that point, I should let 
you know that I have had discussions with 
the Director of Investigation and Research of 
the Registrar General Department and they 
will be before this Committee to give evi- 
dence on November 28 next. 


Mr. Orlikow: Mr. Chairman, I was going to 
say that not only they can but they should 
give advice to this Committee. I presume 
they are giving permanent advice to the gov- 
ernment on this and other matters on wheth- 
er this kind of change in legislation which 
the Bell Telephone is requesting would or 
might lead to a monopolistic situation con- 
trary to our laws. However, I am not so 
certain that we need an engineer because I 
believe it is the business of the Department 
of Transport to get the technical information. 
What I am interested in, and I would hope 
that the Steering Committee would look at 
this very seriously, is advice from an eco- 
nomic point of view; that is, what the eco- 
nomic consequences of changes will be if we 
agree to the changes requested by Bell, and 
whether or not it will make Bell more 
efficient. I do not mean “more efficient” in 
the sense of making greater profits for Bell; I 
am concerned more in terms of giving service 
to the people in the area in which they 
operate. Will it do what some of the other 
companies which have appeared or are going 
to appear believe that it will do lessen com- 
petition, thereby giving Bell more opportuni- 
ty to make bigger profits for Bell or siphon- 
ing them off into Northern Electric? I think 
that is the kind of technical information on 
which we need assistance. Although I am 
prepared to leave this matter to the Steering 
Committee, I would like that kind of infor- 
mation rather than the legal information that 
I think we will get from such people as the 
anti-combines division. 


Mr. Rock: Mr. Chairman, Mr. Orlikow 
posed the question of whether Bell would 
become a monopoly. I think every public 
utility company is in a sense a monopoly. 
The transport commission of any municipal- 
one 


Transport and Communications 


October 31, 1967 


The Chairman: Mr. Rock, we are now 
discussing the matter of having experts. 


Mr. Rock: I am getting so that point, Mr, 
Chairman. Mr. Orlikow raised the question of 
whether they should expand in the manner | 
they wish to expand. I think that the record 
in the past has proven that Bell has to 
expand with the growing population. We do 
have to take this into consideration. 


The Chairman: I would appreciate your 
getting to the point. ; 


Mr. Rock: Mr. Orlikow did mention these 
things in his preamble; I think I should be 
allowed to do the same thing. 


The Chairman: Mr. Orlikow was discussing 
the type of things that probably should be 
investigated by expert witnesses. 


Mr. Rock: Definitely, yes. I feel with the 
departments that we have right now, the 
combines branch, the transport commission 
and so on, that outside expertise is not need- 


ed. I do not think we need lawyers or any | 


one else to give us the required information. 


Mr. Canielon: Mr. Chairman, I would like 
to express my view. Mr. Orlikow has put his 
finger on the salient point, that back behind 
this whole thing is a philosophical viewpoint 
which is the basis on which we finally must 
solve this problem. I do not think we can 
solve it without doing exactly as he suggest- 
ed. Lawyers and engineers are not doing to 
contribute anything. 


The Chairman: If you will leave this with 
me I will call a meeting of the Steering 
Committee immediately and they can go into 
this topic. 


Gentlemen, I should point out that on 


November 7 the Canadian Federation of 
Mayors and Municipalities and the Ontario 
Federation of Mayors and Municipalities 


appear before us. On November 9 the North- 
ern Electric Company have agreed to appear 
for questioning. I do not think they will be 
presenting a brief because we asked that 
they attend for questioning. On November 28 
the combines branch will be here. The De- 
partment of Transport has been contacted 
and we will set a date for them. Also, we | 
have requested the Department of Justice to 
go into the legal definitions of “telecommuni- 
cations” and other ramifications of the Bill. 


We have with us this morning Mr. G. D. 
Zimmerman, President of Industrial Wire and 
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Cable Company, Mr. J..G. Torrance, Counsel, 
and Mr. R. A. Smith, Q.C., Counsel. 

A number of briefs have been forwarded 
to you by Industrial Wire and Cable Compa- 
ny Limited. The last one, in a brown cover 
which is the most updated version, has been 
in your possession for some time. I have 
informed Mr. Zimmerman, since this brief is 
double spaced and really contains about 
twenty pages, that he may read the brief. He 
will pass over the irrelevant parts and deal 
with the important sections at some length. 


Mr. G. D. Zimmerman (President, Industrial 
Wire and Cable Co.): Mr. Chairman and 
members of the Committee, Bill C-104, a pri- 
vate member’s Bill, I think in the public’s 
eye might be considered of minor importance 
simply by reason of the words “private bill’. 
However, in our view, and I am sure in your, 
this is not so. We regard it as one of the 
major pieces of industrial and commercial 
legislation that Parliament has been called on 
to deal with. I personally put it in the cate- 
gory of GATT in so far as it will bear on our 
segment of the electrical and communications 
industry. What is determined out of this Bill 
will be in a way a climate determinate with- 
in which our industry, the communications 
industry, the electrical manufacturing indus- 
try, will adjust and develop in the years 
ahead. 


In summary, we view Parliament as being 
asked in this Bill really to opt for monopolis- 
tic enterprise. It is from that point of view, 
gentlemen, that I think your Committee is 
faced with a most important and involved 
matter. It delighted me to hear the interest 
and views expressed about seeking expertise 
in this matter because, after all, we are deal- 
ing with the largest company in Canada and 
with major segments of the electrical manu- 
facturing and communications industry 
throughout the country. Prior to this I felt 
that your examination would be hampered 
seriously by a lack of technical and economic 
Support of a staff nature to your Committee. 
I felt that while we were here we were a 
weak breed in one sense but a rather unique 
one in another in that we had been immersed 
in this matter for five years and, at least in 
Our view, it developed a degree of expertise 
in several vital areas that this legislation 
deals with. Our assistance is at your disposal 
for whatever time you require. From past 
experience, we think our viewpoint will be 
“Somewhat unusual in that it is affected by 
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direct experience in these matters in the 
market place. 


We have learned to approach Bell’s public 
pronouncements with a sharp eye for prag- 
matic possibilities. We recognize the Bell as a 
master of public relations in the soft sell, also 
in the sidewise drift into preselected positions 
from which they subsequently have 
approached Parliament over the years for 
authorization. 


We suggest the Bill is a very interesting 
example of this approach. I would ask you 
now to regard it, at least for the next hour or 
so, through the eyes of Industrial Wire. You 
have been asked in this Bill for the enact- 
ment of the following: authority to increase 
capital, to have the regulatory jurisdiction to 
which it is subject “changed slightly”, and to 
have its charter “modernized” in several 
respects. 


I think more precisely what is being asked 
for is the power to engage in a telecommuni- 
cations business, the power to acquire any 
kind of company, the power to raise $2.3 
billion during the next ten years, and the 
power to issue shares without the approval of 
the Transport Board. I view this as really a 
request for a whole new charter—a new ball 
game. 


The Bill is of tremendous importance to 
Canada and Canadians. Just the financial 
impact of $2.3 billion permits the Bell, in its 
own words, to double its size. Coupled with 
the right to acquire any kind of company 
and to issue shares without the approval of 
the Board, it could develop not only in the 
telecommunications field but in any other 
field as well and in virtually any manner it 
chose. The result of all this would be that the 
public will be left with a single choice of 
telecommunications services, telecommunica- 
tions: equipment, and the Bell’s rates. Also, 
the public would be subject to Bell’s discre- 
tion and its determination alone, and when 
new services, both their timing, their type 
and the technical equipment used, would be 
installed. In short, Bell would be Canada’s 
chosen instrument in this entire telecom- 
munications field. 


It is pointed out later in the brief that we 
think it is essential that Bell’s business be 
confined to its role as a common carrier com- 
munications service and that the Transport 
Board’s jurisdiction, staff and budget be 
expanded to see that this is carried out. 
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The possibility that Bell could become the 
chosen instrument in the entire telecommuni- 
cations field involves a number of interested 
parties in so far as this Bill is concerned. 
These include, in generality, the subscribers, 
the shareholders and competitors of Bell and 
Northern, but also the users and the potential 
users of telecommunications as a service and 
telecommunications material suppliers. 


The list of interested parties is extensive. 
Specific firms which will be or have already 
been alluded to in this firm would include, 
amongst others, International Business Ma- 
chines Company Ltd. of Canada, Honeywell 
Controls Ltd., Canadian National Railways 
and Canadian Pacific Railway, Canadian 
General Electric Co., Ltd., Canadian West- 
inghouse Company, Ltd., Canada Wire and 
Cable Limited, Phillips Cables Ltd., Auto- 
matic Electric (Canada) Ltd., R.C.A. Victor 
Company Ltd., Gerald Electronics, Famous 
Players Canadian Corporation Ltd., Zenith 
Electric Supply Ltd., Union Electric Supply 
Co., Ltd., and the Private Communications 
Industry Association of Ontario. We think that 
it would be in the interests of the public—cer- 
tainly it would be helpful to this Commit- 
tee—to have a representative group of these 
companies appear before your Committee. 


This is unquestionably the stand that I 
think should be taken with a number of the 
governmental departments. Certainly Com- 
bines, the Department of Industry, the De- 
partment of Transport, the Transport Board, 
the Board of Broadcast Governors, to men- 
tion some, are very interested in what this 
Bill will purport and the impact it will have 
on the economy as a whole. We also took the 
view that advice should be sought from the 
Economic Council of Canada. Further, in 
view of Bell’s widespread activities, there are 
numerous provincial authorities that, I think, 
have a direct involvement in this: municipal 
corporations, in so far as the use of right-of- 
way where streets are concerned, provincial 
departments of education, in view of their 
interest in educational TV, and of course 
your Committee, with its composition of 
elected representatives, certainly has an ear 
to the general public. 


Industrial Wire and Cable, as a company, 
is a shareholder and a subscriber of Bell and 
is also a competitor of its wholly-owned sub- 
sidiary, Northern Electric. For these reasons, 
we are very much an interested party to 
these proceedings. Our interest is maybe 
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more direct in so far as Bill C-104 is con- 
cerned because of the implications arising in 
the name change and the power to acquire 
the companies that are incorporated in their 
request. 


Maybe we should say just a word about 
Industrial Wire and Cable Co. Ltd. It is a 
publicly-owned Canadian company. More 
than 99 per cent of our 1,200 shareholders 
are Canadians. Our company owns and oper- 
ates five plants, eight sales offices and ware- 
houses across Canada, and its products are 
used in the transmission of power, the con- 
struction of homes, apartments and so on, 
which we refer to as building lines. Indus- 
trial Wire and Cable Co. Ltd. and its com- 
panies employ approximately 600 people; our 
sales are in excess of $20 million a year, and 
we have had a fairly good record of growth 
over the past five years. 


I would like to stress that we do not manu- 
facture communications cables. We do manu- 
facture building wires and power transmis- 
sion cables. Out of this our original involve- 
ment with Bell grew. We had been for many 
years a supplier of wire and cabie products 
in our field to Northern Electric which they 
sold out of their distributor warehousing 
operations and, for many years, this was a 
mutually beneficial relationship. However, 
Northern Electric Company embarked on an 
ageressive selling campaign, dealing directly 
with our customers, the contractors and the 
utilities, and drastically lowered prices on a 
continuing basis from coast to coast. North- 
ern’s pricing reached such low levels that we 
were convinced it was selling below cost. So 
quite earthily and basically, our commercial 
confrontation was a battle for economic sur- 
vival. Recognizing Northern’s size and con- 
nection with Bell, if it has and does decide to 
embark on such a program, it has the ecos 
nomic power to maintain depressed prices for 
a sufficiently long period of time to bankrupt 
any company in Canada in the wire and 
cable business, even the big ones, but cer- 
tainly ourselves who are one of the small or 
middle-sized companies. 


The unfair advantage of Northern led us to 
investigate the basic relationship between 
Bell and Northern and we came to the con- 
clusion, and we are still of that mind, that it 
is beyond Bells’ legal power to acquire shares 
in Northern Electric. However, I will have 
more on that later. 


It is clear to us that Bell wishes to expand 
its activities in areas of telecommunications 
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other than the telephone and to exploit 
every manufacturing and service advantage 
that it can. Indeed, by its own admission, Bell 
can no longer be considered a telephone com- 
pany in any narrow sense but should be 
regarded as a communications company. 
However, only now is Bell coming to Parlia- 
ment to request the legal power to conduct 
such activities. These activities will impinge 
further on the position of the manufacturers 
of electrical products in which we number 
ourselves, with the result that in our efforts 
to present the case of interested parties in 
general, our Company has been very active. 


I should say that I know of no company 
that has gone bankrupt solely by reason of 
Bell Northern competition. Consequently, the 
complaints frequently and generally made in 
the electrical and communications industry 
concerning Bell’s unfair competition, position 
and practice are ones that are made in pri- 
vate. Most of the complainants have some- 
thing to lose by commenting openly. I wish 
to assure you that our words are our own 
but our sentiments are almost universally 
shared by our industrial confreres. 


We see the problem confronting the Com- 
mittee on Bill C-104, from the technical and 
commercial side, clearly as one of tre- 
mendous implications. It is suggested to you, 
and I think it has already been recognized, 
that very complex matters are involved. The 
aims of Bell to stay in the forefront techno- 
logically are ones to which we entirely sub- 
Scribe in its role as a common carrier but 
we feel these should be reasonably restricted 
in the public interest. A special act company, 
enjoying special privileges in the way that 
Bell is, should certainly be regulated. 

We are today looking at Bell’s request to 
engage in telecommunications. Bell is really 
requesting all-embracing powers. Again we 
say that this is essentially a new charter in 
regard to telecommunications. Bell itself has 
commented in its quarterly review that the 
word ‘“telecommunication” today largely 
replaces the word “telephone” as broadly 
inclusive for our industry. I think we should 
make it very clear at this point that Bell’s 
industry is the telephone industry. All other 
telephone companies still subscribe to that, 
including the associate AT & T which lists at 
least 20 companies, and they are all referred 
to as telephone companies of Nevada, Illinois, 
New York, and so on. Certainly here in 
Canada telephone companies are very much 
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an industry that is well, precisely and ably 
described as a telephone industry. 


The word ‘telecommunication” has been 
used in this context as becoming all-inclu- 
sive. However, I think we use the word “tele- 
communication”, and I suggest that Parlia- 
ment does in legislation, when they are on 
the subject of telecommunications. Telephone 
and telecommunications are _ interrelated, 
true, but one is a very much more precise 
definition of what is involved than the other. 
Certainly at this point, I think, we are 
required to differentiate between these two 
terms because they are far from synonymous. 
I think to that extent it is logical that Bell 
will be under suspicion, as it says, for hav- 
ing its Act rephrased with the substitution 
of “telecommunication” for “telephone” be- 
cause if this request for word change is 
granted, I think we should recognize that 
Bell will be authorized to engage in a busi- 
ness infinitely broader in scope than the tele- 
phone business. The request, in our view, is 
similar to a bus company asking that “mode 
of transport” be substituted for “bus’’, there- 
by allowing it to operate trains, steamships, 
airlines, spaceships and so on. 


A related request, but one of particular 
Significance, is to be found in section 11 
where Bell is requesting that it construct, 
erect and maintain its line or lines of “‘tele- 
communication”, instead of “telephone’’, 
which word appears in the relevant section 
of Bell’s charter, along the ‘sides of and 
across or under public highways, streets and 
other places, and I think the implications of 
this, which we will deal with later, are rath- 
er sweeping. 

In order to comprehend the significance of 
the requested charter amendments, I think 
we should consider the meaning of “‘telecom- 
munication’. In the explanatory notes to sec- 
tion 7 Bell adopts the definition of “telecom- 
munication” which appears in the Canadian 
Overseas Telecommunication Corporation Act 
and referred to as: 


Any transmission, emission or recep- 
tion of signs, signals, writing, images or 
sounds or intelligence of any nature by 
wire, radio, visual or other electro-mag- 
netic system. 


A dictionary definition states in effect that 
telecommunication means communication at 
a distance by cable, telegraph, telephone or 
radio. Obviously, this includes wired conduc- 
tor systems as well as wireless ones. Again it 
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is clear that “telephone” is included but also 
included are telegraph, radio, television, tele- 
printer, telephoto, satellite uses and so on. 
We submit that Bell is really asking that it 
be allowed to engage in a field far wider in 
scope than the telephone business, in fact one 
so fundamentally different that it seems 
highly inappropriate to describe the request- 
ed amendment as a “re-phrasing” of its 
charter. We think, in fact, it is a new charter. 


In order to better comprehend the implica- 
tions of the request, I think we should con- 
sider the present and future roles of telecom- 
munication. What is this new and developing 
business? 


I believe that the popular press has pretty 
well informed us that one of the trends of 
our time is the degree to which we are in an 
electronic and a communications explosion 
revolution. I think one of the things that may 
not have been borne in upon us is that this is 
moving from an evolution or revolution in 
communications, not so much in the office 
and in industry but really at the home. I 
would draw to your attention one of the 
appendices which describes in some detail its 
effect on business and marketing. In other 
journals which we have not burdened you 
with are exciting, and at least in the light of 
Bell’s efforts, disturbing to us, implications of 
what will go on in homes in the next ten 
years. 

This is where I believe the major impact of 
this developing evolution will take place 
because, in short, we are really substituting 
electron highways for expressways, and 
events are going to be brought to people 
rather than people going to happenings. The 
avenues that are going to be used are 
referred to as coaxial cables. I have three 
examples. The potential in these simple 
devices is really staggering. To reduce it to 
three pragmatic figures, any one of these 
three cables will handle approximately 20 TV 
channels or, alternatively, 10,000 high fre- 
quency channels or 200,000 to 300,000 tele- 
phone communications. 


Their size is not indicative of what they 
can carry. 


We are getting into the technical aspects 
and if you wish, I will skim it. This is a 
trunk, and so on. This is what comes into 
your homes. This conductor, this electron 
highway, can provide every residence with 
its choice, theoretically, of this variety of 
communication length. The service that can 
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be provided over these communication 
lengths run the whole gamut from your con- 
ventional telephone and entertainment TV to 
education, marketing, banking, accounting— 
you name it—and it can be presented in con- 
junction with your present audio-visual aid, 
your telephone or your TV set and the events 
that you would think of going to are brought 
to you. This, to me at least, is a clear indica- 
tion of where “telecommunications” as a word 
and “telephone” very definitely part company. 
I think the impact on business and marketing 
is well discussed in the article we did append 
to our brief, “The Communications Revolution 
and How it Will Affect Business and All 
Marketing” by Mr. E. B. Weiss. 


I think there is a common denominator to 
what is happening. The fundamental contri- 
bution of the new communications revolution 
is to put knowledge to work more promptly 
than ever before, more effectively and over 
more of the world. Through communication 
satellites and other remarkable communica- 


tions breakthroughs it will be possible to 


communicate with anyone at any time by 
voice, by sight or by written message. More- 
over, all communications will be instantly 
recorded, retrievable and reproducible. This 
is not a far-off dream. All of the things we 
are alluding to are beyond simply the plan- 
ning; they are demonstratable systems in 
some parts of the world, already in quasi- 
economic use, and certainly here in laborato- 
ry and initial plant model scale. 


However, one thing we are learning is that, 
because of the rate at which knowledge 
becomes available as an asymtotic curve, we 
are merely on the threshold of what the 
communications fields hold in store for us. 


Reference has been made to the laser beam | 


for example, and I will not dwell on it, but 
it, again, has a whole new dimension of pos- 
sibility. Among the more exciting is the pos- 
sibility, through the science of holography, of 
giving us in our homes or offices visual and 
audible images in 3-D, not on a flat surface 
but literally. in space. 


Electronic communication will transform > 


the traditional world of publishing. It will 
also make inevitable a slow-down in the use 
of our mails. In a decade, or sooner, large 
satellites will be in a position to orbit the 
earth and to broadcast directly to individuals, 
into their homes. 


We should not lose sight of the impact of 


tion. Certainly it is going to have one of the | 


| 
: 
| 
the computer and its tie-in with communica- 
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most far-reaching impacts on our social struc- 
ture, with potentials for both good and, I 
would guess, for bad. One that I think is 
getting increasing interest is the educational 
computer. Here we are looking at the library 
of the future, the textbook of the future, and 
possibly the robot teacher of the future, 
accessible to people in their homes; and this 
is not the normal business concept that I am 
alluding to. 


Through microwave channels and_ the 
appearance of communication satellites there 
is no longer any technical need for distinc- 
tion among the various forms of communica- 
tion. All of these can pass through the same 
relays in identical pulses. However, I feel 
that most assuredly there is a need for legal 
and financial differentiation between these 
forms of communication. Television, books, 
magazines, and newspapers will and can be 
converted into identical bits of energy for 
transmission over any distance. At _ the 
receiving end these electrical signals will be 
converted back into their original form, or 
into any desired form. 


The effects of electronic communications 
on the publishing industry are already being 
seen in a very practical, earthy way, as in 
mergers between publishing houses and elec- 
tronic corporations. Here we have Random 
House and RCA, General Electric combining 
with Time, Sylvania with Reader’s Digest, 
and so on. IBM, a company in the forefront 
in this field, is apparently interested not in 
the book business, as such, but in the educa- 
tional field, the information field; and the 
Weiss article outlines that, to control ade- 
quately this impact on the public, new feder- 
al regulations—and it is alluding to the situa- 
tion in the United States—will obviously be 
required in the public interest. 


Perhaps the foregoing might be summed 
up by saying that communication technology 
is now imposing unity upon all communica- 
tion techniques. There is no longer any dis- 
tinction among the various forms of com- 
munication. All of them can now pass 
through the same relays in the form of iden- 
tical electronic pulses. 


What do we think is desirable in this situa- 
tion? Well, we do think it is desirable to have 
common electron highways. It is efficient, 
economically feasible and desirable. We think 
the uses of this common electron highway 
Should be clearly differentiated, that there 
Should be a communications common carrier 
System, and that it should be well regulated. 
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In this context I would like to read at least 
one definition of what constitutes a common 
carrier, and this is relating to the transport 
business: A person holding himself out to 
transport goods for hire for anyone and not 
restricting shipments to full loads and whose 
transport business is a regular and not a 
casual one is a common carrier. 


Now, the test of whether he is really living 
up to that could be by this rather earthy 
question: Does he, while inviting all and sun- 
dry to employ him, reserve to himself the 
right of accepting or rejecting their offers of 
goods for carriage, whether his lorries are 
full or empty, being guided in his decision by 
the attractiveness or otherwise of the par- 
ticular offer and not by his ability or inabili- 
ty to carry, having regard to the other 
engagements? If the answer is in the affirma- 
tive the defendent is not a common carrier. 


In this context we consider it most desira- 
ble that Bell be defined and regulated as a 
common carrier; that Bell be restricted to 
telephone input and output devices; that oth- 
ers be in a position of competing for the best 
sending and receiving devices in the other 
uses of this electron highway, having access 
to it, and on terms that are regulated and 
controlled by a regulatory board; and that 
Bell be encouraged to strive for the latest 
and best in common carrier techniques and 
equipment. 

It appears, however, that by this legislation 
Bell wants more than the power to provide 


the network. I ask Mr. Torrance to comment 
here. 


Mr. J. G. Torrance (Counsel, Industrial 
Wire and Cable Co.): Thank you. Mr. Chair- 
man and members, a great deal has been said 
so far in these proceedings about the powers 
of the Bell Telephone Company and the 
effect of Bill C-104. If I might take a few 
minutes I would like to outline, as we see 
them, the powers of The Bell Telephone 
Company, and the implications of what they 
are asking for at this time. 


Bell was incorporated, as you are all well 
aware, in 1880, as a special act company 
because, under the ordinary Corporations 
Act, the Secretary of State has no power to 
incorporate telephone companies. Now, since 
it was a special act company and was given a 
special arrangement to go down public high- 
ways with its telephone lines it was also 
subjected to various limitations. One in par- 
ticular deals with the investment of its funds 
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in acquiring shares of other companies—and 
I will come to that later with particular ref- 
erence to Northern Electric. 


Basically, Bell Telephone itself has the 
power to provide telephone services and the 
power to manufacture telephone and other 
equipment. This was set out in section 2 of 
its original statute, and fundamentally that 
has not been changed. Looking at the pro- 
ceedings of your Committee on October 19 at 
page 77, Mr. de Grandpré, counsel and Vice- 
President of Bell, more or less agrees that 
this, in essence, was the basic authority 
which Bell had under its original charter, 
and I am quoting: 

...we have the authority, under our 
original charter, to operate a telephone 
company and an electrical or electronic 
equipment manufacturing company. 


Now, that, in essence, is the present posi- 
tion with regard to the powers of Bell. I feel 
constrained at this stage to refer to the 
remarks of the President of the Bell Tele- 
phone Company at page 98 of the same pro- 
ceedings, and I quote: 


We have had the power since 1880 to 
be in the faucet business, in the belt 
strip business, in the battleship business; 
in fact, all the damn things that you 
want to think of and dream of, but we 
have not been. 


Now, I suppose there are various com- 
ments that could be made about that particu- 
lar statement, but I will limit myself to two. 
First of all, it is a very sweeping statement, 
and I submit that it is very wrong. That is 
the basis of the situation in 1880. 


Now we move on to the 1948 amendment. 
In the additional exhibits that we brought 
with us today we have provided, and I would 
direct your attention to, exhibit No. 2, and 
the wording of section 5 of their statute of 
1948. 


The Chairman: Before we go into these 
exhibits perhaps we can have a motion to 
include exhibit No. 2 as an appendix to the 
Minutes of Proceedings and Evidence. 


Mr. Cantelon: I so move. 
Mr. Southam: I second the motion. 
Motion agreed to. 


Mr. Torrance: Thank you, Mr. Chairman. 
In section 5, to which I was referring, it was 
stated: 
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...subject to The Radio Act...the Com- 
pany has and always has had the power 
to operate and furnish wireless telephone 
and radio-telephone systems and to pro- 
vide services and facilities for the trans- 
mission of intelligence, sound, television, 
pictures, writing or signals. 


With a view to determining what was 
meant by that section I would refer you to 
our additional exhibit No. 3 which contains 
Mr. Rinfret’s introductory remarks on this 
section in the House. I do not intend to read 
all of it, but I would like to take a minute 
just to read the highlights as follows: 


_..is intended to clarify the Company’s 
powers... 


—and we see the word “clarify” again— 
_.. under its original act of incorporation 
with regard to the use of the latest 
improvements in the art of telephony, 
including radio and wireless telephone 
and television, in providing the communi- 
cation service which it furnishes. 


Examples were given of furnishing service to 
mobile stations using radio-telephone facili- 
ties to connect its wire lines across the St. 
Lawrence River from Joliette to Sorel, and in 
providing a radio-telephone service between 
Leamington and Pelee Island where ice con- 
ditions damaged submarine cables. It was 
also stated that the radio-telephone was use- 
ful as standby equipment in the event of 
storm. 


It seems to us that, considered along with 
Bell’s obligation to provide a telephone ser- 
vice, which is set out in section 2 of the 1902 
statute, the proper interpretation of section 5 
is that those additional powers were meant to 
be used in connection with the furnishing of 
telephone service. If they needed radio to get 
across the river, then that was fine; or if 
video phone was contemplated—and I gather 
from some of the material I have read that it 
was, even then—this is the sort of thing that 
we think these additional words were meant 
to cover. 


There is another point here. Whatever else 
may be said about Bell they do not miss too 
many tricks. They are coming now with the 
request that the right-of-way power that 
they have to run their lines of telephone 
along streets be changed so that it will 
become a right to run lines of telecommuni- 
cation along streets. I think it is significant 
that in 1948 they did not ask that their 
right-of-way powers be changed. I suggest to 
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you that one reason for that is that they had 
the power to run lines of telephone down 
streets; that these additional powers were for 
use in connection with their telephone busi- 
ness; and that there was therefore no need to 
change their powers with regard to their 
right-of-way. 


I could be wrong—my wife thinks I am 
most of the time!—but the very most that I 
think could be said about the 1948 amend- 
ment is that by virtue of the addition of the 
words ‘‘and to provide services and facilities 
for the transmission of intelligence’, and so 
on, they were contemplating the position 
where, if others came along—the radio 
industry, the television industry, the cable 
television industry, or IBM computers talking 
to each other—the wire network that Bell 
had could be used; that they would not be in 
this business themselves, but that it might be 
economical and efficient to use that for those 
other purposes; that they were there, and it 
made sense to use them. I submit that that is 
the most it could have meant. 


Let us assume that is what it did mean. 
We come to 1967, and we have Bill C-104. I 
really should direct your attention specifical- 
ly to the provisions of clause 7 of this bill 
before you, because there it is said that they 
would like to repeal section 5 that I have 
been discussing, and it is stated: “The pur- 
pose of this clause is to clarify section 5 of 
chapter 81...” This is what they want to 
replace it with. I do not want to bore you by 
reading all of it, but the words that I have 
underlined in clause 7, which is providing 
you with a new section 5, appear in the fifth 
line from the top, and they are: “. .. to 
transmit, emit or receive and .. .’”. Now, that 
is one addition that is significant. Then on 
the seventh line from the bottom we have: 
“.. either on its own behalf or as agent for 
others .. .”. That is on page 5 of Bill C-104. 


I just really cannot accept that as an issue of 
clarification, because with the new section 5 
Bell will have the power itself to “transmit, 
emit or receive” television, and so on, whereas 
_ before they had only the power set out in the 
following words: “to provide services and 
facilities for’’. 

So, as I read this, they want it moved from 
_ the position of providing the wires to the posi- 
tion where, despite their protestations to the 
- contrary about what they intend to do, certainly 
_ they would have the power to get into broad- 
- casting or anything else that is contemplated 
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by those words; and Mr. Zimmerman has 
already pointed out the breadth of the mean- 
ing of the word “telecommunication”. 


Clearly it is for this Committee to recom- 
mend to Parliament what powers Bell should 
have, and I submit to you that whether this 
discussion that I have tried to lead you into 
here is right or wrong, the issue still 
remains: what powers should Bell properly 
have? Maybe they have all the powers they 
say they have; but for the reasons given to 
you, I do not think they have. Even if they 
have them, I submit it is still up to you to 
suggest that if that is the case some of them 
should be taken away. I would like to spend 
one concluding minute here in trying to out- 
line for you what we conceive to be the 
scheme of the legislation which involves The 
Bell Telephone Company. 


I have already said that they were a spe- 
cial act company. That means they have, 
from Parliament, special powers. Nobody 
who had no power to go down public streets 
could possibly operate a telephone business. I 
have also mentioned that they have the obli- 
gation, set forth in 1902, to provide telephone 
service. But I think we should underline here 
the fact that they do not have any obligation 
to provide any other service, and that is why 
Mr. Zimmerman discussed with you what a 
common carrier is. He has to take all comers; 
he is like an innkeeper: if you show up at 
the door and he has a room, he must take 
you in. I think that is Bell’s position with 
regard to the telephone. But I do not think it 
is their position with regard to anything else. 
They want the power to get into other things, 
but they have not asked that they be obliged 
to provide them on an equal basis for every- 
body. In view of that background, regulation 
obviously was needed for the telephone busi- 
ness because once you get poles down streets 
you end up with a monopoly; there is no 
question about that, and I do not think that 
Bell denies that they are a de _ facto 
monopoly. 


Let us face it; in Ontario and Quebec they 
provide all the telephone service fundamen- 
tally. The regulation to which they are sub- 
ject extends beyond rates and covers share 
issues. I will deal more fully with that later. 
The idea of this was to ensure that the 
money they raised would be used for the 
purposes of their business. There is related 
legislation which affects telephone compa- 
nies; for example, the Assessment Act of 
Ontario deals with the assessability of tele- 
phone companies and it is geared to tele- 
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phone companies and not to telecommunica- 
tions companies. So it seems to me that when 
you put all this together you have got a 
whole fabric, a scheme—a whole ball of wax, 
to use a vernacular—and it is dangerous to 
take a piece out of it and give them addi- 
tional powers without making sure that you 
have covered all the other bases. 


I will conclude by saying that I think there 
is a matter of fundamental principle involved 
here and it is very dangerous to extend addi- 
tional powers to a monopoly where there is 
no obligation on it to provide further ser- 
vices, nor indeed any regulation of the fur- 
ther activities if they, in fact, get into them. I 
turn it back to you, sir. 


The Chairman: Excuse me for one moment 
Mr. Torrance. Bill S-6, passed by the Senate 
on May 10 of this year, which consolidated 
the Interpretation Act, defines “‘telecommuni- 
cation” as: 


“telecommunication” means any trans- 

mission, emission or reception of signs, 

signals, writing, images or sounds or 

intelligence of any nature by wire, radio, 

visual or other electromagnetic system; 
which Bell has in their proposed clause, but 
you are trying to say that they also add, 
which is extra, “and to provide services and 
facilities for the transmission...” of these 
things? Is that what you are saying? 


Mr. Torrance: No; I am saying that what is 
extra this time is that they are asking for the 
power themselves to “transmit, emit or 
receive” signs, signals and so on, whereas 
before, in 1948, they were given the power 
only to provide services and facilities. 


The Chairman: That is what I wanted to 
get clear. 


Mr. Torrance: In other words, at the most 
it could be said they were asking for the 
powers to have their lines usable... 


The Chairman: You were saying they were 
a common carrier before. 


Mr. Torrance: Right. Now they are asking 
for the power to do it themselves. 


Mr. Zimmerman: Thank you. Continuing, I 
think the need to limit Bell’s telecommunica- 
tion powers is a very evident one. In the 
explanatory note on clause 7, Bell states: 


The revolution in communication tech- 
niques has demonstrated that the Com- 
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pany can no longer be considered exclu- 
sively as a telephone company. 


We find this a startling proposition since, by 
a special act, Bell is described as and is 
supposed to be confined to the operation of a 
telephone company. In this explanatory note 
and throughout its brief Bell refers to its 
being a telecommunications company. 
However, under clause 7 and under the 
proposed amendment embodied in clause 11, 
Bell is now requesting the authority to 


become a telecommunications company. As in 


the case of wireless telephone service, for 
which Bell received retroactive corporate 
authority by virtue of its 1948 amendment, 
Bell is now requesting retroactive authority 
to legitimize its ventures into the telecom- 
munications business. 


Bell also is claiming that in order to 
remain strong and competitive and thus be 
an asset to the Canadian economy, it is com- 
pelled to meet the demands of Canadians and 
to supply them with the widest possible 
range of telecommunication service. In com- 
menting on this earlier, Mr. Torrance indicat- 
ed that we find this a most startling proposi- 
tion. Why, to remain strong and competitive 
as a telephone company, should Bell have 
to meet the demands of Canadians with 
regard to telecommunication services, and 
not simply be confined to telephone services 
as such? In any event, we question that the 
so-called demands are directed at Bell. There 
are many other companies operating in the 
telecommunications field and if Bell, through 
its own financial advantages, can operate in 
the telecommunications field to the detriment 
of these other businesses that would certainly 
be an asset to Bell’s economy, but it is most 
doubtful that it is going to be an asset to the 
Canadian economy as a whole—certainly not 
to us competitors. 


As already pointed out, Bell has stated in 
the explanatory note to clause 7 that the 
word “telecommunication” has been defined 
by Parliament in various statutes in quite a 
broad way and accordingly the evolution of 
the industry has been recognized. While this 
is true it does not follow for an instant that 
because there has been an expansion in the 
telecommunications industry Bell, which was 
incorporated as a telephone company and as 
such given tremendous advantages, should be 
allowed to engage in all facets of this indus- 
try. What do communications need in the 
fields of “data” of “facsimile” referred to on 
page 15 of Bell’s brief? What is the connec- 
tion there with the telephone business? 
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An interesting comparison which is helpful 
in deciding to what extent Bell should be 
allowed to engage in activities outside the 
telephone business is found south of the bor- 
der, because the Bell-Northern relationship 
in Canada is very similar to—in fact, almost 
identical with—the former relationship 
‘between AT & T and Western Electric. In 
particular, the same conflict of interest with 
the private free enterprise sector of business 
was experienced in the United States as we 
are now experiencing in Canada. 


Many of the problems facing us today 
were solved in the United States by virtue of 
the Consent Decree entered into between the 
United States, as Plaintiff, and Western Elec- 
tric and American Telephone and Telegraph 
‘as Defendants, in 1956, pursuant to a com- 
‘plaint filed under an act to protect trade and 
commerce against unlawful restraints and 
monopolies. We have included a facsimile of 
this Consent Decree in our submission this 
morning, as we think it has direct application 
in the present situation in Canada. 


The conflict between Western Electric’s 
role as a manufacturer to the operating tele- 
phone companies and as a manufacturer and 
supplier outside the regulated field was 
eliminated when Western Electric agreed to 
limit its activities fundamentally to manu- 
facturing equipment for companies of the 
Bell system, and for use in furnishing com- 
mon carrier communications services for gov- 
ernment. Similarly, AT & T agreed to refrain 
from carrying on directly, or indirectly 
through subsidiaries, any business other than 
furnishing common carrier communications 
services. 

- Both companies, that is, the AT & T and 
Western, undertook not to act as distributors 
of equipment manufactured by others. They 
also agreed not to enter into agreements with 
any independent telephone operating compa- 
ny under which that company would be 
required to buy any equipment from them. 
Just as an aside here, it is a very interesting 
practice in Bell marketing to put together 
‘package deals where Bell technology and 
engineering expertise, which is highly desir- 


able to independants, is tied to the use of 


‘their manufactured products. So we have a 
‘restraint imposed by this Consent Decree in 
that regard. They also agreed not to acquire 
any business involving the manufacture, dis- 
tribution or sale of equipment useful in fur- 
Nishing common carrier communications 
. unless, on application to the court, 
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permission was granted upon showing that 
the effect of such acquisition would not be 
substantially to lessen competition nor tend to 
create a monopoly. 


The whole import of these agreements, 
restraints and so on, was to confine the AT & T 
to its monopolistic role as a common carrier 
and to draw a clear line between the reg- 
ulated and the unregulated sectors of the 
communities. Without that, regulation really 
becomes so difficult as to be meaningless. 


Western Electric was further ordered to 
maintain cost accounting methods, and since 
it was not, as Northern is in Canada, a regu- 
lated company as such, by this agreement it 
undertook to maintain and has maintained 
records for the use of the regulatory body. 
These are submitted on a periodic basis 
showing the breakdown in cost, selling 
prices, return on capital investment of the 
product category which they are manufactur- 
ing for AT & T. They break out the Bell 
business and the other business which is 
mainly government, and they show 
byproduct grouping the total selling price, 
the mark ups, the return on investment, the 
entire measure of what this business means 
in their complex. Western has agreed to and 
has followed that practice for a number of 
years. This is the position which we urged on 
the Transport Board at the recent hearings 
when they went into the rate base with Bell. 
However, the Board did not adopt that view. 


Finally, the Defendants, AT & T and 
Western, agreed to grant non-exclusive 
licences on Bell patents to anyone making 
application therefor on a fair and equitable 
basis set out in the Decree. Conditions are 
spelled out to ensure fair and non-discrimina- 
tory licensing arrangements. The concept 
underlying this—and I suggest it is an 
appropriate one—is that the funds which 
underlie the Bell Lab and other research are 
coming from the subscribers: and the rates 
set by the public, and this technology and 
patent pool should be available to the public 
on fair terms and the royalties applied back 
into the earnings of the AT & T to reduce 
the net cost to the telephone subscribers. 
As a businessman reading this Consent 
Decree, I was rather titillated to see that the 
amount of space and conditions set on pat- 
ents was as great as, or greater than, for all 
the other conditions with which the Consent 
Decree dealt. 
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In summary, the result of the Consent De- 
cree was to confine the group activities to the 
manufacture of equipment for, and the 
provision of services in connection with, the 
common carrier communications business; 
and it very effectively prevented the spread 
of the monopoly position from the regulated 
area to the unregulated area, and certainly 
simplified the task of regulation and protect- 
ing the public interest. 


In contrast, Northern manufactures and 
distributes a wide range of electrical pro- 
ducts from coast to coast, and these products 
encompass the full spectrum of electrical 
contractors’ supplies from screwdrivers, etc., 
to wire, conduit, fire alarms, etc. By compari- 
son this distributor business dwarfs that of 
any of the independent electrical distributor 
outlets. In addition, it enjoys the vast pur- 
chasing power of Bell, which makes its impact 
felt in the marketplace. 


The principal products manufactured by 
Northern in support of its electrical supply 
operation are wires and cables. Certainly in 
the past these have formed loss leaders in 
connection with large tenders. This is the 
business which bears directly on us and has 
a very real impact on the interested parties 
that we referred to earlier as presumably 
having information of use to this Committee. 
If Bell were given the right to engage in the 
entire telecommunication field this situation 
would be aggravated and the number of inter- 
ested parties would certainly be expanded. 


Bell has a further practice that would 
spread into the entire telecommunications 
field if these powers are extended. This is the 
one known in the trade as the imposing of 
Bell standards and the exclusion of foreign 
equipment from physical contact with their 
system. Now, in effect, Bell has engineering 
and manufacturing standards, actual 
specifications for their own manufacturing 
and service organizations. Generally speaking, 
these are good industry guidelines. However, 
unquestionably they are biased towards 
Bell’s designs and manufacturing techniques. 
They are not necessarily the last word in 
engineering, in every instance. Nevertheless, 
relying on this code, Bell is now the final 
arbiter in deciding what equipment will be 
used, how it will be installed and by whom. 


The impact of this policy already falls on a 
wide range of service companies and manu- 
facturers dealing, amongst other things, with 
paging systems, sound systems, mobile tele- 
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phone, telegraphs, teletype and, in short, | 


anyone with a direct involvement in service 


or equipment that has to have contact with — 


Bell’s communication network. Now, the 
everyday impact of this probably falls heavi- 
est on the private communications industry 
where any tie between their equipment and 
Bell is, as a general policy, verboten. If, for 
example, Eaton’s had an internal communica- 
tion system and wanted to run it from one 
store to another the great likelihood is that 
they would not be permitted to have a tie 
line over Bell. In other words, Bell is a 
so-called common carrier, but would not 
lease a line to put someone else’s PBIX in one 
place or a loudspeaker in another. The com- 
pany would have to arrange their own tie 
line down the street, or across the property. 
Equally, the impact is felt on new building 
construction in which the _ designers, 
architects and so on are constrained by the 
fact that when they put in communication 
ducts it is for Bell and no one else. Great 
problems are encountered by those who find 
that where Bell is no one else can be. There 
is no appeal from this, and there are obvious 
constraints and disciplines open to Bell, such 
as the withdrawal of service or the removal 
of equipment, which none but the largest and 
most aggressive are going to confront. These 


types of unassailable positions will be greatly — 
expanded if the telecommunications envelope | 


is spread over Bell’s whole operation. 


One last point to consider before granting | 
telecommunication © 
power, as opposed to telephone power, is the | 
following: Bell has, for some years, by its | 
own admission, been engaged in the telecom- | 
munications business and indeed now consid- | 
ers itself a telecommunication company. For | 
example, large sums of money have been | 
spent for a number of years by Bell in main- | 
taining extensive field and laboratory instal- | 
lations in regard to satellite activities. Pre- | 
sumably this investment has found its way | 


Bell Telephone’ entire 


into Bell’s rate base and will therefore be 


reflected in the rates paid by Bell subscri- | 
bers. However, Bell at this stage does not | 
have the corporate power to engage in this 


activity. 


It is submitted that the foregoing indicates + 
that Bell’s power should be carefully limited | 
rather than extended to allow it to engage in 


the entire telecommunications field. 


On the other hand, we feel that Bell should | 
have every possible power to keep in the! 
forefront as a telephone company and to be | 
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in a position to develop and use modern 
technology. We feel that Bell already has 
such power, and if it does not it should be 
given such power. In other words, Bell 
should have telecommunication powers for 
use in the development of its telephone busi- 
ness, but not for use in regard to other 
business. 


For example, in 1948 Bell was given the 
power to operate and furnish wireless tele- 
phone and radio telephone systems, and we 
feel that it is entirely appropriate that Bell 
should have whatever powers it needs to 
develop its telephone system in the best pos- 
sible manner; but, like AT & T, it should be 
confined to the telephone business. 


Would you like to deal with the next 
section, Mr. Torrance? 


Mr. J. G. Torrance (Counsel for Industrial 
Wire and Cable Co.): The next point we 
would like to deal with is the special position 
of Bell’s statutory right-of-way. Earlier I 
attempted to point out the difference between 
telecommunication lines and telephone lines. 
It is our feeling that Bell, by using its tele- 
phone right-of-way for other purposes, is 
presently exceeding its corporate powers. That 
being the case, we take some exception to the 
suggestion that, in the Bill, for the sake of 
consistency, they want to change the word 
“telephone” to “telecommunication”, with 
regard to their right-of-way. We believe that 
it is more for the sake of legality; that they 
do not have the power to use their right-of- 
way for telecommunication purposes; and 
that it should not be so used. 


With regard to their right-of-way, Bell’s 
right to erect poles along public streets was a 
privilege granted by Parliament in 1880. It 
was a special privilege. From the practical 
point of view it is the location of the poles 
and not their intrinsic value which creates 


the monopolistic advantage that Bell has over 


other people. This monopolistic advantage 
arises from the privilege granted by Parlia- 


ment on the theory that the general availa- 
bility of telephone service is in the public 


interest. We took the trouble to obtain a copy 
of the brief which Bell presented before a 
predecessor of this Committee in 1948. If I 


may make just a brief reference to that, at 
‘page 66, dealing with this subject, Bell points 
out that it was in the public interest that 
they were obliged to provide telephone ser- 
vice. Perhaps I may just quote. Having dealt 
with the obligation to give service, which 
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appears in the 1902 Act, which says in effect 
that the Company shall furnish telephones of 
the latest improved design and so on, Bell 
says: 


This enactment which was no doubt 
passed in the public interest, imposes a 
definite duty upon the Company to fur- 
nish telephones and telephone services 
upon demand with all reasonable 
despatch. 


Bell agrees that it was in the public inter- 
est that this power originally was granted. 
Our suggestion is that Parliament should 
not permit this special advantage to be 
abused because, after all, it was given in the 
public interest in the first place, nor should 
Bell be permitted to extend its monopoly. We 
feel that the present Bill could lead to Bell 
having a monopoly to carry much more than 
just telephone messages, which it presently 
has. 


There is one point in our brief with which 
we are not entirely satisfied, and we certain- 
ly want to be careful not to mislead this 
Committee. It has to do with the cost to Bell 
of using the public streets. We can speak 
only about the position in Ontario under the 
Assessment Act and Municipal Act because 
unfortunately we are not familiar with the 
position in the Province of Quebec. However, 
I think it is fair to say that the municipal 
assessment picture in the Province of Ontario 
is sadly out of date. Apart from the taxation 
of land and buildings it is broken down into 
two sections—cities, towns and villages on 
the one hand and townships on the other. In 
the case of cities, towns and villages, tele- 
phone companies are assessed for 60 per cent 
of the amount of the gross receipts from all 
telephone and other equipment belonging to 
the company located within the municipal 
limits of the city, town, village, or police 
village. The assessment base is 60 per cent of 
the gross receipts. 


If the city has a ‘population of 100,000 or 
more the assessment base is 75 per cent of 
the gross receipts. There is a limitation set 
forth within the Assessment Act to the effect 
that despite all of the foregoing the max- 
imum amount of the tax which may be 
imposed is 5 per cent of the gross receipts. 


Perhaps an example would be of assistance 
to you. Let us say, for the sake of easy 
reference, that the gross receipts of the tele- 
phone company in a city with a population of 
over 100,000 is $100 which is a nice, easy 
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figure. The assessment base would be $75 
because it is 75 per cent of the gross receipts. 
However, the maximum that the tax could be 
is $5 because it is limited to 5 per cent of the 
gross receipts. 


Mr. Rock: This is more or less a sales tax? 


Mr. Torrance: This is a municipal assess- 
ment—land and buildings on the one side 
and telephone equipment on the other. This 
is the assessment on telephone equipment. 
Therefore, the tax is limited to $5 in the 
example I gave you. Depending on the mill 
rate, there is an excess in regard to which 
the Company does not pay any tax. If the 
mill rate is 100—and that is almost precisely 
what the commercial mill rate is in the city 
of Toronto now—that would be 10 cents on 
the dollar. In the example I gave you, that 
would lead to a tax of $7.50, because it would 
be 100 mills on the assessment base, which 
was $75. However, because of the maximum 
of 5 per cent of the gross receipts, the max- 
imum tax in that case is $5. Therefore, $2.50, 
which ordinarily would be taxed, is not cov- 
ered. That is the situation in cities with a 
population of 100,000 or more and having a 
75 per cent tax base. 


For cities with populations under 100,000 
the situation is worse, because the tax base is 
60 per cent. The picture with regard to town- 
ships is much bleaker from the point of view 
of the municipal taxpayer because although, 
with regard to cities, towns and villages, it is 
a fixed rate of assessment in the case of town- 
ships it is a fixed assessment of $1.35 a mile 
for one circuit for carrying messages, and it is 
$7.50 for each additional circuit. Now, this 
again is a tax base against which you apply 
the mill rate. You can see that it is very, 
very low. 

I will not do any more arithmetic. It was 
touch and go whether I would get through 
that. As one example, let us take cable TV. 
First of all, there is a question in my mind 
whether it is taxable at all because what the 
assessment act deals with is circuits used for 
carrying messages. Messages have to go two 
ways, but cable TV is unidirectional and goes 
only one way so there is a question whether 
it is taxable or not. One of the township 
assessors to whom I spoke said, “They would 
be crazy if they did not pay tax on the cable 
TV because they have such a marvellous deal 
and they should not try to upset it.” On the 
big cable, which Mr. Zimmerman showed you 
earlier, the price that Bell charges cable TV 
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| 
operators according to our information. is | 
about $2,323.20 per month. When the assess- 
ment base for municipal taxation on a cable | 
of that sort is $135.00, or if it is the second | 
one it is $7.50, against which you apply the | 
mill rate, I think they would indeed be 
unwise to try to upset that. 


The difficulty with this statute, of course, is 
that it is so dreadfully out of date and the 
assessors have great problems because they 
say, “Look, we do not know what is under- 
neath the sheet. Let us face it. There could 
be any number of circuits. We cannot effec- 
tively police it.” It is true they have access to 
their premises but there is a lot of involved © 
electronic and complicated technical data | 
and, frankly, they just cannot cope with it. I | 
think there is a valuable source of revenue 
there which is available to the municipality. 
It seems to me it should be fully exploited 
but under that set-up it is not. I think this: 
should again give rise to some true concern 
with respect to whether the telephone com- 
pany should be allowed, in any event, to use 
this right of way for other than telephone 
purposes, which they are requesting, unless, 
among other things, you make sure that the 
municipal taxpayer gets a proper shake. 


: 

Mr. Beil (Saint John-Albert): Would j 
care to put a broad estimate on what mone- 
| 

| 


tary advantage you would get out of this? 


Mr. Torrance: I can give you the exact 
figures and I should have given them to you 
earlier. I got the figures from the city of 
Toronto on the amount of tax they feel they 
lost because of this assessment. There are 
always two sides to a story. I think in fair- 
ness you have to bear in mind that some of 
these assessments are based, say, on 1940 
values and while the values have gone up 
the assessment base has not and therefore 
the disparity is corrected by increasing the 
mill rate. That is not a complete answer and 
not every municipality uses old assessment 
bases, and so on, but in any event the city of 
Toronto was very upset about it and they 
have given me the figures which they claim | 
they were in effect done out of by virtue of | 

# 


this ceiling. In 1964 it was $455,000, in 1965 
it was $726,618, in 1966 it was $1,103,780 and 
in 1967—frankly, I do not know how they 
got the 1967 figure but it is such a nice big 
figure I am delighted to quote it—it wan 
$1,853,654. This is what a city the size of 
Toronto, which gets a better deal than a city 
with less than 100,000 population, is losing. 


{ 
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In any event, this is according to their 


figures. 


Mr. Schreyer: Mr. Chairman, would it be 
in order to ask for clarification on one point? 
I would like to know, sir, if the revenue 
which Bell receives from the leasing of lines 
for cable TV or unidirectional messages, as 
you put it, is included in its gross receipts for 
purposes of real property taxation? 


Mr. Torrance: I can only repeat what the 
assessors told us and they could not tell. 
They have no reason to believe that it is not 
but they really could not tell because the 
prescribed returns that telephone companies 
file with them are, I think is fair to say, not 
terribly illuminating. They can look at the 
return, and it sets out gross revenue, but in 
fact they could not tell whether cable TV 
income was included, and they think the 
reason for this is why should the company try 
to avoid paying it when it is such a small 
amount anyway. However, there is the ques- 
tion of whether it is a circuit for carrying 
messages, and I think it is also fair to say 
there does not seem to be too much technical 
information readily available to the various 
assessment departments. I do not know the 
extent to which they communicate with each 
other. In other words, I do not think there is 
any directive which sets out, “For your pur- 
poses this should be considered as a circuit 
for carrying messages.” I just do not know 
| that. 


Mr. Chatwood: Mr. Chairman, are we not 
getting outside of the Bill when we are dis- 
cussing municipal taxes? 


The Chairman: No, we are not, Mr. 
Chatwood. 
Mr. Rock: I would like to have some 


Clarification on this, Mr. Chairman. 


_ The Chairman: We will continue with the 
brief. Yes, Mr. Rock? 


Mr. Rock: You touched on the subject mat- 
‘ter of lines but not on the real value of 
‘property and machinery. You skimmed 
across that. Do they also assess in Ontario all 
their buildings and the machinery within the 
buildings? 


_ Mr. Torrance: I did not mean to skim over 
‘it. I believe I said introductorily that apart 
from the assessment picture on land and 
buildings there is also the additional picture 
Which has to do with telephone equipment. 
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As far as I know, with regard to land and 


buildings, Bell is assessed as any home 
owner. 
Mr. Rock: I am glad you clarified that 


because in your written brief you appeared 
to skim over it. You left the impression that 
Beli did not pay any tax whatsoever. 


Mr. Torrance: This is why I wanted to 
make it clear when I started that we were 
not going to mislead the Committee. I think 
my introductory remarks were to the effect 
that we were a bit more innocent, if you 
like—or I suppose Bell could say we were 
guilty— 


The Chairman: Mr. Rock, the only thing 
that is being discussed with respect to assess- 
ment is telephone poles. 


Mr. Rock: I understand that, but the way 
it is written makes it appear as if there were 
no tax whatever on it. We could assume this 
is what you meant at the time and that is 
why I have some questions on it regarding 
the Province of Quebec. 


Mr. Zimmerman: We would still stay with 
the CATV interest, and this is not because 
we have any particular brief for that indus- 
try but in our view the CATV coaxial cable 
is the visible part of the iceberg with respect 
to where this communications evolution is 
leading in its impact on our homes. In our 
view, paid TV entertainment which comes 
into each house over this cable is simply the 
forerunner of many other services. I think 
the CATV operations are generally recog- 
nized, so it is a good analogy to use. In this 
connection it appears that Bell is attempting 
to control coaxial cable uses and to take over 
as much of the field as it can, and it is in 
that area that we have a philosphical concern 
that while they may control telephones, as 
we are sure they do, and quite properly, that 
they will end up controlling CATV and, in 
time, all the other many uses that this elec- 
tronic highway to my house and yours will 
represent. 


Our concern again is one which is reflected 
from the market place and in which any 
independent CATV operator wishing to 
install a system must negotiate with Bell for 
the use of its right-of-way, and there is 
frankly no other economic alternative route. 
There are other routes. We have utility poles, 
or in theory a man might buy his own link, 
but I come back to economic routes, practical 
economic routes. The Bell is unquestionably 
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the logical communication right-of-way. The 
easements they have been given are in the 
right location, the poles are there, the drop 
lines, for telephones, and these other services 
make them by far the most desirable. 


The position of an independent in negotiat- 
ing with the Bell is a most unequal one and 
we have been interested in reading some of 
the contracts which have been entered into 
on an individual basis by some people in 
Ontario who have dealt with the Bell. I think 
it is fair to say, at least in my experience, 
that these are the most one-sided contracts 
and certain aspects of them bear very heavi- 
ly on restraint of trade. I point to the use to 
which a cable may be put. The operator gets 
a cable which it is clearly stated is installed 
by the Bell for his use and he is constrained 
to use it simply for the one-direction trans- 
mission of signals. Here we have a plant that 
is put up entirely at the operator’s cost at 
this point. Bell can advise him in the future 
that they are going to put it to other uses 
and arrange for a financial adjustment, 
depending on how it goes, but. Mibapoors 
instance it is there; it is his, he has paid for 
it but he does not own it. He is the only 
person on it, and with all the tremendous 
capacity of this electronic highway he is con- 
tractually restrained from using it for other 
than just entertainment. If he wants to send 
a message back or have an educational 
exchange between two points or use it as 
part of a link between a man’s computer, or 
for any other use, he is cut off. He has 
broken his contract and it is then terminated 
without any right of appeal. 


There are some other impacts to this situa- 
tion which place the independent negotiator 
in a most uncomfortable seat. The connection 
of other wires, cables, and extensions to it is 
something which is only done by mutual 
consent and therefore if Bell does not give 
consent it is a one-way street. The technical 
evaluations on how it may be installed and 
dealt with are, in the main, in the final 
analysis subject strictly to Bell’s approval as 
to whether it is being done right, at the right 
time, with the right procedure and with the 
right connection. No one but Bell can really 
discipline this contract. 


Another unfair element is that if an 
independent should elect not to go this route 
he faces the very clear and, I am told, well- 
vocalized implication. “If you go that route 
we will over-wire you”, which is a nice way 
of saying, “We will put in a competing sys- 
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tem’. The clear indication is that you had 
better deal with us, and your assurance of 


mm mm 


the market is then assured. The alternative © 


to this is what takes place in the United 
States, where the same common carrier con- 
cept that we are promoting has been in effect 


for some time, and in that area the common | 


carrier role is overseen by a regulatory body 


so that when independent cable TV people . 


make application there is a scale of rates and 
a scale of regulations. The board maintains 
engineering supervision and there is a court 
of appeal in cases of unreasonableness. The | 
contracts in some jurisdictions are individu- 
ally approved by this regulatory body so that 
the public interest, according to the size of 
the community, is thereby given the oppor- 


that he is willing to risk his money and put 


| 
| 
| 
tunity of having the free enterpriser decide | 
| 


in cable TV. The common carrier who has | 
his electronic highways installed has the rate | 


set, he can plan his business, he knows what 


he has to meet, he is assured of excellent 


service, his contract is negotiated and at least | 
in most jurisdictions the regulatory body | 
approves it as being fair. I think—and again 
I am not making a case for the CATV opera- | 
tor—the request to get into the telecommuni- | 
cations field underlies our real concern as to | 
where the market and the impact on the 
public is coming from. I come back to the as | 
yet unrecognized potential of these con 
systems and what they are going to mean to 

your business, to mine, our homes, education- | 
al systems, you name it; our whole social 
structure is going to find that this type of | 
avenue is our information exchange base. 


I was intrigued by an editorial which we. 
have included in our brief. I will not quote it 
entirely but merely refer to an excerpt on 
this point which I think is well phrased. It is 
taken from the Canadian Telephone and, 
Cable Television Journal of March of this, 
year and it reads: | 


Now, the giant Bell is casting its eyes! 
in other directions. They have applied 
for a new charter so that they mays 
expand their operations. Where will i 
end? At this juncture, we say to Bell, 
beware—if your size and power permits 
you to restrict development of other 
enterprises, one day your own operations: 
may be considerably controlled anc’ 
restricted—to allow free enterprise te 

| 


develop on a fair competitive basis—as 
one expects in Canada. 
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Mr. Torrance, would you now discuss the 
acquisition powers? 


Mr. Torrance: The next part of our brief 
that we would like to discuss is that section 
having to do with the power to acquire other 
companies. We spoke quite a bit this morn- 
ing about the telecommunication powers 
which the Bell is requesting. We would now 
like to deal with section 8 of Bill C-104. We 
have had a lot to say about this in the past 
and I will not take too much time with it 
now, but under this section Bell is asking for 
the power to purchase or otherwise acquire 
shares in any other company having objects 
in whole or in part similar to those of this 
company or in any company engaged in 
research and development work in areas of 
inquiry that relate to the objects of this 
company. 


In our view one result of that is that Bell 
could rest easily from now on if they 
received that power in regard to what we 
still believe are improper purchases of shares 
of Northern Electric Company. Another very 
important aspect is that with this power they 


could acquire, either directly through sub- 


Sidiaries, or indirectly through subsidiaries of 
those subsidiary companies, any kind of 
power whatsoever. 


Let me just expand briefly on that. If Bell 
were given the power to acquire a company 
the chances are that that company would be 
an ordinary letters patent company which, 


fundamentally, would have very broad powers, 


could engage in any kind of business and 
could also acquire any kind of subsidiaries. 
Once you get past the first stage, from then 
on that line of subsidiaries can acquire, by 


purchase or otherwise, any kind of subsidi- 
ary that they want. 


Bell stated in their brief that it is impor- 
tant to have a strong research and develop- 


Ment sector fully integrated with operations 


and manufacturing. We can believe that is 
indeed very useful for them, but it does not 


follow that they should have the power to 


“The ownership or 


acquire any other kind of company to accom- 
plish that purpose. 


They claim on page 3 of their brief that 
integration”—you will 


notice there is a difference—ownership or 


integration of manufacturing facilities is an 
essential requirement for the provision of 
good service. We would not really have any 


Objection to this, if Bell and Northern were 
_Testricted as AT & T and Western are, as Mr. 


Zimmerman outlined to you earlier. Then 
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you may have integration, but it does not go 
beyond the proper scope of their business. 


Bell say at pages 50 and 51 of their brief 
that power to acquire other companies is 
needed due to the possible unavailability of 
foreign research. Again, we do not see that 
they need separate companies for this. 


They also deal with the investment powers 
of letters patent companies and they quote 
from section 14 (e) of the Canada Corpora- 
tions Act. Again, I would like to stress the 
difference between a letters patent company 
and a special act company. A letters patent 
company can, fundamentally, do almost any- 
thing. Special act companies are given special 
purposes and are meant to confine them- 
selves to those purposes. The part of the 
Canada Corporations Act which relates to 
special act corporations, as against ordinary 
letters patent corporations, is found in section 
194 which reads: 


No Company shall use any of its 
funds in the purchase of shares in any 
other corporation unless insofar as such 
purchase is specially authorized by a 
Special Act. 


That is the section which has always been 
referrable to special act companies, limiting 
them to buying shares only in those compa- 
nies, for which they are given special author- 
ity in their original charter or as it may be 
amended. 


They say that they would like to have the 
power to invest in other companies in related 
research to ensure the possibility of access to 
the valuable scientific and _ technological 
developments of others. In our opinion that is 
very often available by agreement and 
indeed, in view of the Consent Decree, which 
Mr. Zimmerman has already read, it is clear 
that AT & T must grant licences of its 
patents to others; and Bell acknowledges in 
its own publications, including the Blue Bell, 
that they do have access to the AT & T 
patents by virtue of that. It seems to me, 
therefore, that the fundamental place for 
somebody to go for telephone technology is to 
AT & T, and it is available; plus the fact, of 
course, that they have the service agreement 
with the AT & T under which they pay 
annually an extra $5 million which provides 
them with reasonably good access to AT & T. 


Why should they then obtain the power to 
acquire companies for research? There seem 
to be these other ways of obtaining access to 
research, and if you give them this power 
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then they get, icgether with the company’s 
research activities, whatever else the compa- 
ny is doing. If it happens to be making 
battleships then Bell thereby can get into the 
battleship business and there would be noth- 
ing at that stage to stop them. 


Mr. Howe (Wellington-Huron): I am rather 
intrigued with the reference to section 194 on 
page 23, where you speak about Bell getting 
into Northern Electric. When Beil began to 
buy into Northern Electric did anybody 
object? 


Mr. Torrance: No one objected, so far as 
we are aware. The first objection as to the 
legality of those purchases was raised by 
Industrial Wire. 


Mr. Howe (Wellington-Huron): When was 
this? How long was it after the initial trans- 
actions had taken place? 


Mr. Torrance: That is a long story. 


The Chairman: Perhaps it would be better 
to defer that until we return to the general 
question period. 


Mr. Howe (Wellington-Huron): It intrigued 
me. 


Mr. Torrance: I am going to deal with it a 
little more fully in a minute, and perhaps I 
can anticipate some of your questions. 


Mr. Howe (Wellington-Huron): That is fine. 


Mr. Torrance: In conclusion, I want to 
read from a textbook an excerpt which seems 
to me to have a particular bearing on the 
matters before you. 


Integration across the competitive- 
regulatory boundaries should be prohib- 
ited, both because it may = spread 
monopoly from the regulated area to the 
unregulated one, and because it compli- 
cates the task of regulations. 


As a typical example of the problems that 
have been experienced in the Bell-Northern 
relationship there is the question of whether 
Bell is getting a proper return on its invest- 
ment in Northern Electric. Another popular 
question has been: Is Bell paying Northern too 
much for the products that it buys from 
Northern? Mr. Zimmerman has referred to 
the systems accounting which Western Elec- 
tric is obliged to follow in the United States, 
which is calculated to have Western demon- 
strate its costs, so that you know from those 
whether the price is comparable. If Bell is 
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allowed to get “n” number of other compa-— 
nies you are alternately going to have the 
same problem of making sure that the rela- 
tionship is appropriate. 


This may anticipate some of your remarks, 
because I propose to deal with the 


Northern engages at the moment in many 


activities outside the telephone business. We 
mention a couple of examples. They have 
just brought into production ia wire and cable 


plant in Calgary, and as Appendix B to our 


brief we have copied an advertisement which 
Northern Electric put in Electrical Business 
in March of this year. The caption of the ad 
reads as follows: ‘“Northern’s ‘supermarket’ 
would have made sure you did”. The state- 


ment was: “You thought you had it in stock.” 


There is a woebegone-looking gentleman who 


is “out” of something here. Northern “super- 
market” would have made sure that he had 
this thing. 


We carry 15,000 stock answers to your | 


supply problems of Wires and Cables, 
Wiring Supplies, Illumination and Lamps, 
Power Apparatus and Switchgear, Elec- 
trical Tools and Equipment. It only takes 
one call to Northern Electric Company 
Limited. 


What we fear, of course, is that if you 


enact section 8 you may have supermarkets 
of various kinds creating the same sorts of | 
problems. ' 


In Beli’s Quarterly Review for the summer 
of this year reference was made to a concern 
that has been voiced that Bell might invest 
directly or indirectly in companies whose 
aims and endeavours are quite unrelated to 


the telecommunications industry. It was then / 


stated that this seemed to overlook the fact 
that Bell has had such powers since 1880 and 
has never abused them. 


We think that that is open to question with | 


regard to Northern Electric. 


I would also make reference to the judg- 
ment of the Transport Board at the hearings 
held in 1963, at page 14, because I think this 
matter should be met head on and dealt with. 


The judgment of Commissioner Kirk reads aS © 


follows: J 


Under present day conditions the right 
of use is inherent in all persons and 
companies. ; 
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He was discussing the right to use telephone 
communications. 


While the applicant... 
That was Industrial Wire. 


... poses a condition of absurdity which 
may occur... 


We were saying that if anyone gets the 
power to use communications by means of 
the telephone then there is no limitation on 
Bell because Bell then can get any company. 


While the applicant... 
—TIndustrial Wire— 
... poses a condition of absurdity which 
may occur it is clearly hypothetical. It is 
of significance that the powers of Bell in 
this respect have not been availed of in 
the intervening 83 years of its corporate 
existence other than in respect to 
Northern. 


This, of course, is the whole point. It was not 
hypothetical. It had been done. The reason 
for. our being there was to argue about the 
position of Northern Electric. 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, could we have made available copies of 
those decisions that are pertinent to this 
matter? 


The Chairman: Yes, Mr. Bell. I will ask the 
Clerk to see that copies of the Board of 
Transport Commissioners’ decision in these 
hearings are made available. 


Mr. Torrance: It is our contention that it is 
not correct to say that Northern’s endeavours 
in many respects, have not been quite 
unrelated to the telecommunications industry. 
For example, what connection has the sale of 
white goods—which Northern at one stage 
Was engaged in—with the telecommunica- 
tions industry; or the sale of screwdrivers, 
electric light bulbs, and fire alarm systems? 


Mr. Howe (Wellington-Huron): Could you 
explain what you mean by “white goods’’? 


Mr. Torrance: We mean refrigerators, stoves 
and the like. They are not in that business 
now, but they were; and I have quoted from 
the advertisement some of the things that 
they are in now, which, in our view, are not 
related to the telephone, or, indeed to the 
telecommunications business. 


Mr. Rock: Were these sales to their own 
employees, in most cases? Were they not just 
from their own company store? 
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Mr. Zimmerman: No. The Leonard line of 
goods was made for them. It was a brand 
name which they supported. It was open to 
the public for purchase, Mr. Rock. 


Mr. Torrance: With reference again to 
Bell’s Quarterly Review, there it was stated 
that the Supreme Court of Canada and the 
federal Cabinet maintained the Board’s deci- 
sion that Bell had the power to own shares in 
Northern Electric. 


We want to set the record straight in this 
connection. Industrial Wire applied for leave 
to appeal to the Supreme Court of Canada 
from the decision of the Board of Transport 
Commissioners. Leave to appeal may not be 
granted except on a question of law, and it 
was refused Industrial Wire, presumably on 
the ground that there were also questions of 
fact involved in the issue. 


We then appealed to the Cabinet, and that 
appeal was dismissed without reason. We 
have no idea why that appeal was denied. 
When we appealed to the Cabinet we 
asked— 


Mr. Rock: When did you appeal to the 
Cabinet? 


Mr. Torrance: It was about 1964. I am not 
sure at the moment of the precise date but I 
can get it for you. 


The fundamental request in our appeal to 
the Cabinet was that the Cabinet refer the 
matter to the Supreme Court because we felt 
that an issue of this importance should be 
heard by the Supreme Court, whether or not 
more than strict questions of law were 
involved. We still feel that this is a very 
important matter. If Northern is not to be 
confined, we still think that this particular 
reference should be had to the Supreme 
Court of Canada. In a memorandum which is 
appended to the brief we set out to members 
of Parliament the implications of Bill C-104. 
We would urge that you re-read it in the 
context of our presentation today, so that you 
will have a better feel for the implications. 


In view of some of the representations 
made before your Committee last week, I 
would like at this time to spend just a couple 
of minutes to deal with the power to invest 
in other companies in light of Bell’s sub- 
mission. Bell is given power to_ invest, 
fundamentally, in two types of companies, 
companies possessing as proprietor a line of 
telephonic communications or companies 
possessing any power or right to use com- 
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munications by means of telephone. I would 
like to read to you from Bell’s 1948 brief to 
the predecessor of this Committee, and I will 
paraphrase it a little bit: The Bell Telephone 
Company was incorporated by Act of Parlia- 
ment assented to on April 29, 1880, just four 
years after the telephone was invented. 


At that time, there were a few small 
local telephone companies located in 
some of the larger centres in Canada, 
such as London, Hamilton, Windsor, 
Montreal, Toronto and Quebec. These 
were purely local systems having few 
subscribers and were not connected with 
each other. One of the purposes of the 
incorporation of The Bell Telephone 
Company of Canada was to bring these 
small local organizations together into 
one integrated system permitting of the 
subscribers in one locality being able to 
communicate with those in other 
localities. 

To this end, The Bell Telephone Com- 
pany of Canada was incorporated with 
power to extend its operations through- 
out Canada and to purchase existing 
systems. 

By the end of the year 1881, the Com- 
pany had purchased or acquired “all 
other existing telephone interests in 
Canada’’. 

Now that I think gives a pretty clear indica- 
tion of what the power was meant for in the 
first place. 

I would like to read the comments of Mr. 
de Grandpre at page 78 of the proceedings 
before you on October 19: 

I believe that to-day, it could be said 
that every individual or every company 


has the right to use the _ telephone. 
Therefore, strictly speaking, we could 
invest in any kind of company. But, 


since 1880, we have never gone outside 
of telephone operations or of our North- 
ern operation. What we ask for, in fact, 
is the authority to diversify our 
investments. 


And then reading further down: 


Therefore, instead of being limited to 
shares, we ask for the authority, under 
Section 8, to invest, not only in shares, 
but also in stocks, bonds, debentures, all 
kinds of securities, always in companies 
operating in related fields: 
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Now as far as I am aware, there is no re- 
striction on Bell now buying bonds of other 
companies, for example, so I submit that is 
not the reason that they are asking for 
section 8. 

I also refer you to the explanatory note 
that appears opposite section 8 on page 5 OF 
the Bill itself, which says: 


The proposed amendment is designed: 


To broaden the Company’s power to 
invest in other companies having objects 
in whole or in part similar to those of 
the Company and calculated to advance 
the objects of the Company; and 


To enable the Company to invest in 
organizations carrying on research and 
development work related to the Compa- 
ny’s objects. 


I think it is very wide authority, and I think 
it involves more than just clarification. I 
think it is, again, a new ball game, as Mr. 
Zimmerman stated. 


Now really, when you reduce that limita- 
tion in the way that Mr. de Grandpre sug- 
gested, I think it leads to an absurd result 
because there would be no limitations at all 
on their investment in other companies and 
this runs counter to the general philosophy of 
what special act companies should do. Now 
we made this very argument, that that would 
lead to an absurd result, before the Board of 
Transport Commissioners. Again, from the 
same judgment as I quoted from earlier, I 
would like to read the following: 


Counsel for Bell claims that if the 
result were as above stated it is within 
the permissive powers of the Statute but 
that it is within the competence of Par- 
liament to remedy any _ undesirable 
results by legislation. 


Now I submit to you, gentlemen, that this is 
where we are. This is where we all came in. 
If that restriction is as meaningless as it has 
been contended—which for one minute I do 
not accept but even if it could be argued that 
it is—Bell’s own suggestion before the board, 
when we raised this argument, was that if it 
is too broad Parliament can fix them. So we 
would respectfully exhort you to do just that 
if there is any question that there is no 
limitation the type of other companies which 
Bell can obtain. 


The other aspect of their power to invest 
in other companies centres around the words 
“possessing as proprietor any line of tele- 
phonic or telegraphic communication”. I 
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would like to read you what Bell’s line is as 
found by the Board of Transport Commis- 
sioners. I am reading from page 8 of the 
same judgment—and they quote from Mr. 
Scrivener’s evidence as to the line: 


The location of this telephone line has 
been changed from time to time, of 
course, as have the facilities. For some 
years now, however, it has been located 
between our company’s plant at Belmont 
Street in Montreal and the _ principal 
manufacturing premises of Northern 
Electric Company Limited on Shearer 
Street, in Montreal. Our records show 
that there are two wires in a cable 
between these points which have been 
tagged as the property of Northern Elec- 
tric Company Limited. This line is con- 
nected to a private branch exchange in 
the Shearer Street premises of Northern 
Electric Company Limited and a private 
branch exchange in the Belmont Street 
premises of Bell Telephone. It is only 
used for messages emanating from 
Shearer Street and destined for Belmont 
Street. It is not used for connection with 
lines of telephone other than those locat- 
ed at the two addresses I have just men- 
tioned, Shearer Street and Belmont 
Street. 


Upon cross examination Mr. Scrivener 
stated that the two wires now in use 
were replacements of those originally 
established; that such replacement 
included their carriage in a cable instead 
of overhead; that the location of the ter- 
minals had been changed from time to 
time; that the cable is owned by Bell; 
that the ownership of Northern of the 
two wires is preserved by an identifiable 
tag as are all wires in the cable so iden- 
tified; that the switchboards to which the 
Northern line is connected are the proper- 
ty of Bell; that Bell’s charge to North- 
ern for such line is solely for its mainte- 
nance; and that the distance covered by 
the Northern line is approximately 19,- 
000 feet. 


Now Darwin would have been delighted 
because here is the missing link, gentlemen. 
Here is a multiconductor cable; this is what 
they are talking about. Here are the typical 
two wires which have been tagged for iden- 
tification. This runs under the road in the 
cable which Bell has and this is what holds 
Northern Electric and Bell Telephone togeth- 
er. We submit to you that that does not 
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constitute a line of telephonic communication 
within the meaning of the statute but the 
Board did not agree. 


There is another problem. When Bell has 
been given the power to acquire companies 
possessing a line of telephonic communica- 
tion, Northern itself is prohibited from being 
in the telephone business. I would like to 
refer you to Exhibit 5 because I think this is 
most interesting. Exhibit 5 is a copy of the 
Northern charter—it is at the very back of 
our additional exhibits—and because it was a 
little hard to read the part we have circled in 
red we have it typed out on the last page. 
You will see from this, I believe, that Bell 
was well aware that what they were obliged 
to get was a company with a telephone line 
or they would not have the authority to buy 
it. And you will see that what they applied 
for in their application was a company with 
various powers, including the power to pur- 
chase any telephone, telegraph and so on, 
plants, works, lines or apparatus, and then 
they put in a proviso because they were 
aware of the problem in the Companies Act. 
The proviso that was put in said: 


... provided that such lines of telephone 
and telegraph are operated only on lands 
owned or controlled by the company. 


Now as the Secretary of State is not empow- 
ered under the Corporations Act to incorpo- 
rate an ordinary letters patent company in 
the telephone business, this request of Bell 
for that particular power was stricken out, 
but somebody was alert in the Secretary of 
State’s office, as it then was, and put in the 
proviso which is responsive to the prohibition 
in the Corporations Act. The proviso says: 


Provided that this section shall not be 
deemed to authorize or empower the 
Company... 


That is Northern Electric. 
...to carry on the business of a tele- 
graph or telephone company, or to con- 
struct and work telegraph and telephone 
lines. 


So that was the situation, and this was the 
argument that we put before the Board. I 
would like to read to you from page 15 of the 
judgment: 


Northern is admittedly not doing busi- 
ness as a telephone company but the 
facts which have been developed indi- 
cate clearly that Northern owns a line as 
proprietor; that it does not operate it; 
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and that it makes no offering of service 
to the public. 


In my opinion the line owned by 
Northern is a line envisaged by section 4 
of the Special Act... 


So you have the rather curious position that 
Bell can only take over telephone companies; 
that Northern is prohibited from engaging in 
the telephone business but, nevertheless, Bell 
was empowered to purchase Northern shares. 
This is another example of how we see this 
whole scheme of legislation. Special act com- 
panies in the telephone business were meant 
to be confined to the telephone business. By 
virtue of the operations of Northern they do 
not confine themselves to the telephone busi- 
ness and unless, in our submission, Northern 
is restricted in the way Western Electric has 
been restricted in the United States. Bell 
should not be allowed to continue its holding 
of Northern shares, and certainly no further 
power should be given to Bell to allow it to 
buy other types of companies than telephone 
companies. Otherwise the regulations cannot 
work. 


Mr. Rock: What year was that judgment? 
Mr. Torrance: It was in 1964. 


Mr. Rock: And when did Bell purchase 
Northern? 


Mr. Torrance: It is dated January 13, 1964. 
Bell purchased shares of Northern by 
degrees. Western Electric originally had, and 
I am speaking from memory, 46 per cent and 
Bell had 54 per cent; then Bell’s holdings 
with Northern increased until a few years 
ago when they got the final remaining 10 per 
cent of shares that Western had. 


Mr. Rock: What year did Bell first start 
buying the shares of Northern? 


Mr. Torrance: They incorporated Northern 
in 1914. I would like now to deal quickly 
with the power to raise additional funds. I do 
not want to read all of what we have in the 
brief. I think it is common ground that what 
Bell is asking for is sufficient money to in 
effect double its size over the next decade, 
and we would like to ask certain questions in 
this regard. 


Bell states that there is a demand for new 
developments—and we appreciate that there 
is a demand for new developments such as 
special circuits for the transmission of 
data—but we question that the demand is 
directed exclusively at Bell. We also think 
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that it is questionable whether Bell, with its_ 


monopoly position and huge resources, should 
be allowed to engage in such business in any 
event. 


Now we do not have any valid comment 
with regard to the amount of money they are 
asking authority to raise but we are very keen 
that steps be taken to ensure that this money 
is only spent for its proper purpose. And this 
leads to the question of control of Bell in 
general and, in particular, regulatory control 


and I would like to pass this back to Mr, 


Zimmerman at this stage. 


Mr. Zimmerman: In looking at who con- 
trols Bell, the largest company in the coun- 
try, I think it is fair to say that it is certainly 
not under the control of its shareholders. 
They are probably the largest and most wide- 
ly held stock in the country and while share- 
holders’ meetings are large in general com- 
parison there is no meaningful group amongst 
them who can control this company. 


We would assume, however, that perhaps 


the directors would control Bell; there are 17 
and it is a most illustrious board, but as you 
look at the outside directors, at least, they 
are identified as company directors, execu- 
tives, lawyers. A more particular examina- 
tion showed well-known figures in the finan- 
cial field; a trust company, a steel company, a 
chemical company, breweries, a large educa- 
tional institution, a paper—its lawyers. Now, 
these men are all very expert and well 
informed in their respective fields but it 
strikes me that other than the in directors— 
the inside ones—no electrical engineering, no 
electrical manufacturing participant, no com- 
munications representatives are here. 


My personal assumption is that this com- 
pany is very definitely under the control of a 
technical bureaucracy within its own manage- 
ment group and I think the concern all of us 
share, as I find in industry they share, is the 
meaningful relationship between AT & T and 


the Bell. After all, this represents far and 


away the largest block of shares—2.2 per 
cent—an investment of approximately $35 
million. This relationship exists in. day-by- 
day operations and, even more significant, in 
the service contract, the technical ties, the 
engineering arrangements between 
respective systems. That there is a meaning- 
ful relationship, of course, is borne out every 
day. 


I see AT & T were quite prepared to 
comment on this Bill and Bell’s position on it, 


ia 
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reporting in the Wall Street Journal very 
much in terms of identical phrasing with 
what we have seen in Bell of Canada’s publi- 
cation. I think these are the questions: who is 
in control of this company? Who is making 
its day-by-day decisions? Who says, we are 
going to buy a telecommunication company 
or get into battleships and so on? Where do 
these decisions lie? Who makes them? Who 
can question them? Who arbitrates? Who 
withdraws service and who gives service? 


As Mr. Torrance has pointed out, this com- 
pany has one obligation—to provide tele- 
phone service, and I think many of us in 
commercial fields have forgotten it even had 
that obligation because we listen with both 
ears when they say they are going to pull 
our phones if we do not do something. In all 
the other areas of telecommunication they 
have no obligation to the public other than 
what the management and, I suggest, the “in 
management’, decides is appropriate. So I 
think these facts must be borne in mind 
when assessing the validity of Bell’s claim to 
be a truly Canadian company controlled by 
residents of Canada. Well, I think all of that 
is literally true but it is a pretty small group 
of the residents of Canada and it should also 
be born in mind that Bell’s competitors are 
Canadian in every sense of the word and the 
Canadian public, if they broaden beyond the 
telephone field, will have no voice in the 
impact that this giant will have on their 
affairs. 


Well, we look in terms of monopoly—gov- 
ernment approved de facto monopoly—to 
something to replace competition. In the com- 
petitive side of the business we have the 
combines branch, a very active discipline, 
besides our competitors. However, we must 
look in the case of Bell strictly to the regula- 
tory body and I think it is fair to say that 
the Board of Transport Commissioners’ per- 
formance to date has left much to be desired 
in this regard. Frankly, I was much intrigued 
to hear Bell witnesses insist that the Board 
have proved difficult. In fact, on one occasion 
they said that the Board had actually said, 
“no” to them. I do not think they could recall 
the date but in reading the record I found 
that the Board had not said “no” but the 
Cabinet had reversed the Board and said 
“no”, and that apparently upset the Chair- 
man of the day and he resigned. My view is 
that this Board had been woefully under- 
‘Staffed and woefully under-financed. It has 
‘Made various studies from time to time and 
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in this regard I think has some of the built- 
in limitations this Committee was faced with 
when it started the study that you are out to 
correct and that is to get expertise, independ- 
ent of witnesses, to help you to assess what 
you hear and put a relative weighting on it. 


Mr. Rock: Mr. Pickersgill is going to fix all 
that. 


Mr. Zimmerman: The effectiveness of the 
tests that have been put by this Board on the 
selling prices from Northern to the Bell have 
been questioned by competent accounting 
witnesses appearing for the municipalities, 
for us and, I believe, for others. The cliché 
has developed that if Northern sells to Bell at 
prices as low or lower than they sell to 
anyone else, all is well. Without developing 
the economic basis for this, such a rather 
superficial approach was long since aban- 
doned in the FCC approach to the AT & T in 
the United States. I think even concerning 
that statement, evidence which we put in 
front of the rate hearing a year ago was 
never investigated in that they have a fur- 
ther condition or wish to insert one that in 
Canada this is the case, because we cited 
situations where Northern was selling in the 
export market telephone sets, cable and so 
on, at prices substantially below the price 
that we held was the price to Bell and this 
was never refuted, never further discussed. 
It just disappeared. 


In the inter-pricing relationship the 
approval and acquiescence of the Board has, 
from a business point of view, very little 
weight to it in my opinion. We have dealt 
with this Board since 1961 or 1962 and I 
have failed, and our people have failed, to 
identify a single engineer, a utility expert, an 
electronic technician—in short, any expertise 
to weigh the evidence that is presented to 
them. It comes in beautifully documented by 
the Bell team and men who are very compe- 
tent I am sure in their respective fields 
—which I believe are almost invariably law; 
there is one man who has been on rates I 
understand in the railway, but no one from 
the electrical, electronic communications 
field—hear, listen and rubber stamp and I 
think this is essentially what we have had 
so-called “in the public interest” to date. 


Now, Industrial Wire were urging the 
Board to follow this procedure outline, at 
least a philosophical outline adopted in the 
United States during the recent hearings, and 
we were really just flabbergasted to read 
when the judgment came down that on the 


138 


evidence we had submitted they had held 
subsequent meetings with only Bell present, 
presumably, and made the decision: 


We have been persuaded that further 
evidence should be presented by Bell, so 
as to furnish the Board with an addi- 
tional check upon the reasonableness of 
the general level of prices paid by Bell 
to Northern. We therefore requested Bell 
to provide us with a break-down of 
Northern’s return and capital devoted to 
Bell business and on capital devoted to 
non-Bell business. Such a break-down 
was furnished to us and we have exam- 
ined the methods and procedures used in 
its preparation. 


Now, this breakdown and its review was 
never brought out into the open for cross- 
examination or a contribution by any of the 
other interested parties. It was accepted, pre- 
sumably, at face value and the rate hearing 
was decided on that basis. Surely we feel 
that this is a most unsatisfactory way for a 
regulatory board to operate whose role is to 
provide that discipline which competition 
does in the non-monopoly element and pro- 
tect the public interest. We find its proce- 
dures, its staff, its whole mode of operation 
totally inadequate to the task confronting it. 


The Chairman: I am glad to know that I 
am not the only one who feels that way. 


Mr. Zimmerman: We found, of course, the 
judgment of the Board with respect to the 
legality of the ownership of Northern’s 
shares rather surprising, to say the least, and 
Mr. Torrance has already dealt with that. We 
feel that rather than limiting the regulatory 
jurisdiction over Bell the effectiveness of the 
existing jurisdiction should be greatly 
increased. The new Board should have a 
greatly expanded budget, expert staff and be 
adequately equipped philosophically and in 
these other areas to confine Bell within the 
bounds prescribed by its special Act, in no 
way to harm, but to support its role as a 
common carrier. 


In addition the new regulatory authority 
should have an opportunity to review Bell’s 
position periodically, not on Bell’s initiation 
alone and, accordingly, its jurisdiction with 
regard to the approval of share issues should 
not be removed. 


Mr. Torrance: Mr. Chairman and members, 
I should like to take a few minutes to outline 
what the United States Federal Communica- 
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tions Commission deals with. First of all its 
jurisdiction includes the general field of com- 
munications and their 1966 annual report to 
Congress dealt with such topics as satellite 
communication; microwave; CATV systems; 
broadcast, including educational broadcast; 
TV; FM and AM; safety and special radio 
and common carrier, including telephone and 
telegraph. 


Now, the transport board here is not at 
present engaged in that broad a communica- 
tions field but it deals or will be dealing with 
matters completely unrelated to communica- 
tions, notably transport by railway, air 
water, motor vehicle and commodity pipeline. 
This is what is outlined in the new Act. That 
is a very broad jurisdiction and it seems to 
us to give the Board a very difficult problem. 
The new National Transportation Act, which 
established the Canadian Transport Commis- 
sion, was in essence an act to define and 
implement a national transportation policy 
for Canada and it contemplates that the 
Commission, in performing its duties, will 
establish certain committees which are rail- 
way, air, water, motor vehicle and commodi- 
ty pipeline. There is nothing on telecommuni- 
cations as such at all and we understand that 
it will be dealt with by the railway commit- 
tee which, perhaps, is not to give this subject 
the degree of expertise and consideration 
which, in view of the implications of tele- 
communications, it deserves. 


Concerning staff, the FCC’s total staff is 
1,500. It has four special bureaus which are 
the Broadcast Bureau, the Safety and Special 
Radio Services Bureau, the Field Engineering 
Bureau and, the one in which we are inter- 
ested, the Common Carrier Bureau which is 
concerned with the regulation of all domestic 
and international common carriers as well as 
the Communications Satellite Corporation. 
The average level of employment in that 
bureau was about 160 and they had experts 
of various kinds, even attorneys. There were 
engineers, economists, public utility experts, 
and so on. 


As for its budget, that one bureau had @ 
budget in 1967 of $2 million so what it boils 
down to, it seems to us, is that unless the 
Canadian Transport Commission is given 
broader jurisdiction, more staff and a higher 
budget all directly brought to bear on a func- 
tion like that performed by the FCC Common 
Carrier Bureau, the Commission will not be | 
any match for Bell. We are not suggesting 
that the Canadian Transport Commission 
should have the same numbers or as high @ 
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budget as the FCC, but certainly it has to 
have infinitely more than it has now. We set 
out on page 34 certain areas in respect of 
which we think the activities of Bell should 
be examined. It is trite to say just in con- 
eluding this one aspect that the bigger the 
company and the more it has to regulate, the 


\ 


| asked for now. 


| 


grant is the following: 


_ tougher the job. 


Now a word about regulatory control with 
respect to share issues. Bell has dealt with 
this aspect of its act in various ways. One 
quote is that this is a request for the elimina- 
tion of a now obsolete and unneeded step in 
the regulatory process. It has been described 
in another way as being a change in mechan- 
ics. The explanation is that originally Bell 
was authorized to earn so much per share. 
But in 1966 the Transport Board adopted a 
new method of earnings regulation based on 
rate of return on total capital and therefore 
as a result this particular facet of regulatory 
control was no longer necessary. 


We take great exception to this conclusion. 
We think that the jurisdiction of the Board 
covers ensuring that the money Bell raises is 
to be used for the purposes, objects and 
undertakings of the Company. That includes 
seeing that the money already raised has 
been used for those purposes and that the 
additional stock to be issued will also pro- 
duce funds for that purpose. If I might again 


_make reference to Bell’s 1948 brief at page 66 
it points to their obligation to give service. 


They say: 

This enactment, which was no doubt 
passed in the public interest, imposes a 
definite duty upon the Company to fur- 
nish telephones and telephone service... 
It is because of this duty and of the 
Company’s desire to discharge its obliga- 
tions under it that it has petitioned for 
the enactment of Bill No. 8. 


They say what they ask Parliament to 


First, the power to create, with the 
approval of the shareholders, new 
authorized capital 


That is one of the things you are being 


Second, the right, having the required 
authorized capital, to go to The Board of 
Transport Commissioners for Canada 
from time to time and try to satisfy it of 
the property of making an issue of a 
specified amount of such authorized 
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capital and of the price, terms and con- 
ditions upon which it is to be issued; 


And a further reference which is relevant 
and interesting in the same brief is at page 
72 where it states: 


The granting of the authority to 
increase the Company’s capital as prayed 
for does not leave it to the Company to 
issue and dispose of the new capital as it 
sees fit. Reference has already been 
made to subsection 2 of section 1 of the 
Bill, which re-enacts the provision that 
was contained in Chapter 93 of the Stat- 
utes of 1929 and deprives the Company 
of the power to make any issue, sale or 
other disposition of its capital stock 
without first obtaining the approval of 
The Board of Transport Commissioners 
for Canada of the amount, price, terms 
and conditions of such issue, sale or 
other disposition of such capital stock. 


It is respectfully submitted that this 
subjection 2 fully and amply protects 
any and all public interests that might 
be involved. 


At the conclusion of the next following 
paragraph it is stated: 


By this Bill, the Company is asking 
the authority to permit it to go out from 
time to time after satisfying The Board 
of Transport Commissioners for Canada 
of the propriety of doing so to raise the 
necessary capital to enable it to dis- 
charge its duty to the public. 


Its duty to the public is to provide tele- 
phones. If it needs money for that and it has 
to have the money for that there is no ques- 
tion about it. It has, in its own words, to 
satisfy the Transport Board that it is not 
spending money to discharge its obligation to 
provide telephone services to build battle- 
ships, that term having been used. 


So we think, in view of some of Bell’s past 
activities, that it is of paramount importance 
that this particular head of jurisdiction of 
the Transport Board not be removed. Quite 
the contrary; if there is any question as to 
the powers the Board should have, they 
should be given more power. If they need 
more money, and we think they do, they 
should have it. They need expert staff. 
Mr. Zimmerman, I will turn it over to you to 
wrap up. 


Mr. Zimmerman: We are concerned here 
with parliamentary control since that is the 
final and absolute court to which specialized 
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companies such as Bell have to come for 
their regulation. We have already dealt with 
many of the objects and the threats we see. 
Our views are based on the conviction that 
Parliament should never grant a company 
such as Bell, which has already very special 
statutes, the corporate power to engage in a 
very wide range of activities together with 
the financial means to do so and then to abdi- 
cate jurisdiction over the company for as 
long a period as ten years. I think that that 
is exactly the situation you are in, recognizing 
that the present regulatory body is so ineffec- 
tive that in my view, it truly almost means 
abdication if you implement this Bill and 
then leave it to that body to approve. 


Actually I think we are saying that 
approval of this Bill as it has been requested 
is tantamount to supporting unregulated 
monopoly. 


I think the social impact of the telecom- 
munications industry is recognized by all of 
us close to the industry. Bell certainly recog- 
nize it. Their publications emphasize this. An 
excerpt appearing in Bell’s brief at page 22 
states: 


Telephone service, which is rapidly 
broadening into complete telecommuni- 
cations service, is now, and will increas- 
ingly become, woven into the fabric of 
our Canadian society. 


I have no argument with that. The recog- 
nition of that and seeing that this totality of 
services with telephone is the only one that 
they are obligated to provide and that in the 
rest they will be the dominant and 
unregulated free entrepreneur is what makes 
our concern as great as it is. 


It is crystal-clear that Bell believes tele- 
communications will play an increasingly 
fundamental role in every aspect of Canadi- 
an life just as we have indicated in our brief. 
I think this underscores the need for Parlia- 
ment to keep in close touch with develop- 
ments in this dynamic field. Frankly the field 
of technology is the one which is moving by 
several multipliers faster than any other. 


In our view Bell should be obliged to 
return to Parliament periodically for further 
mandate and for review by a knowledgeable 
committee on a more or less regular basis. I 
think it is implicit in the role of Parliament 
that it protect the public interest in a real 
sense. Under that public interest we have the 
entrepreneurial sector of our economy. We 
have the individual multiplicity of choices 
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that should be available to the man in the 
street—all of this consistent with reasonable 
economics of scale. I think it is in this area 
that we find the Bell to have the really valid 
and recognizable argument that a common 
carrier, in the real sense of the word, is 
entitled to and should have everything neces- 
sary to make his electron highways the most 
modern and efficient. We support that posture. 
It is when it breaks out of the highway and 
the inputs and outputs to this electronic 
highway become other than telephone that our 
concern becomes very real. Bell made certain 
comments on its benefits to Canada. I think 
we all recognize these. It may be a little 
presumptuous in assuming that the wages it 
pays have a greater impact on our economy 
than the wages I pay and vice versa. Howev- 
er, I will not dwell on it. 


I am very much concerned with the 
monopoly aspect. While we have touched on 
the cable TV operators—I would remind you 
again that our reason for using this example 
was that it was a forerunner to the many 
services that their present link to our homes 
will entail—I have no brief for CATV as 
such. It is just the first service to be present- 
ed to us in this way. 


There are other areas in which the 
monopolistic and unfair practices have a 
bearing on our electrical and communications 
industry. Comments have been made in 
editorials which we have attached. We will 
not dwell on them other than to say that for 
those who are presumably in a position to 
know, Bell’s tactics appear to them to have a 
policy of depressing rural telephone rates of 
independent companies to the point where 
they have difficulty in making a fair return. 
Presumably this leads to take-overs at prices 
more favourable to Bell. 


It also seems to be the case at the present 
time, as has been going on in the Maritimes, 
for instance, that wherever Bell acquires a 
new telephone subsidiary which, prior to 
acquisition, purchased from equipment sup- 
pliers, electrical distributors and various other 
service companies, after The Bell takes over, 
it becomes extremely difficult for these 
independent businessmen to get any further 
business. 


It is my interpretation that this was the 
fear which prompted the Government of 
Nova Scotia to take the action it did in 
limiting Bell’s voting power on the shares of 
the Maritime Telegraph and Telephone Com- 
pany. They stated, at least by inference, that 
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_jocal suppliers in that area were concerned 


and that they needed protection. 

A further instance, I think, arises in the 
letter which we have appended to our 
brief—supplementary to our brief. This letter 
just came to hand in the last day or so. I 
think it is self-explanatory. It is in an area 


| that is important to many of us in business. 


It is quite explicit in that in certain areas, 
lines for off-premises equipment connecting 
between adjacent or remote buildings are 
denied by The Bell. They fear Bell’s interjec- 
into the background music business 
where they are now dependent on lease lines 
and may find that they can no longer lease 
these lines. They are concerned that The Bell 
Telephone was not the introducer of the tele- 
type system but entered that field later rath- 
er than sooner and are concerned that this 
might be indicative of their actions if granted 
powers to engage widely in the whole field of 
telecommunications. 


The Chairman: Excuse me, Mr. Zimmer- 
man, for a moment. Perhaps this is a good 
time to have this letter from TR Services 
Limited of October 30, 1967, as well the brief 
of the Industrial Wire and Cable Company 
printed as appendices to our Minutes of Pro- 
ceedings and Evidence. 


Mr. Nowlan: I so move. 
Mr. Schreyer: I second the motion. 
- Motion agreed to. 


Mr. Rock: Do you mean the additional 
exhibit or also the main brief? 


The Chairman: Also the main brief 


_ because it has been skipped. 


Mr. Rock: But do they agree that this is 
actually their official brief? 


The Chairman: That is what they say here, 


' Mr. Rock. Mr. Zimmerman, please continue. 


Mr. Zimmerman: In summing up our con- 
cern with the monopolistic unfair trade prac- 
tices section of Bell, we also refer again to 


_ our own experiences in confronting North- 


ern’s competition—their practice of selling 
products competitive with ours at prices 


, which we believe are less than Northern’s 


cost. 


These examples underlie our grave concern 
in Bell’s asking for power to engage in the 
telecommunications business and to take over 
any kind of company, to raise huge sums of 
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money and to have one of the basic heads of 
jurisdiction of the Transport Board 
eliminated—all this to be superimposed on 
the basic Bell-Northern structure which is 
that of a government-created monopoly with 
a guaranteed fair return on total investment. 
On that basis Bell could completely dominate 
any sector of the business it chose. 


It is submitted that your Committee should 
seek and obtain representations from the 
Restrictive Trade Practices Commission. I 
understand from being here this morning 
that is already under way. We would also 
like to have you consider in a general way 
the connection given to Bell that it should 
deal with its patents and its patent rights. I 
spoke on this earlier in the Consent Decree in 
the United States. I think we should recog- 
nize that lBell’s research activities are 
financed fundamentally from the payments 
of the telephone subscribers, which rates are 
government-set. The result of the research, 
however, is preserved solely for Bell despite 
the fact that it was in essence the public at 
large which financed it. And to the extent of 
course that it is allowed to engage outside the 
common carrier role, this research then is a 
direct benefit to that unregulated sector. If it 
is going to be confined within the common 
carrier role then its patents should be li- 
censed to bring in income and it could make 
a contribution toward the telephones rates. 


We have no objection to the section dealing 
with Bell’s name change. We think it might 
be appropriate since it has already used the 
name so widely. 


In conclusion, we would make the follow- 
ing recommendations: 


Bell should be in a position to provide 
common carrier telephone services of all 
kinds, and we underline telephone. In this 
regard it should be able to make use of any 
telecommunication developments it sees fit. 

Bell should not be permitted to engage in 
telecommunications in other respects. The 
telephone input and output should be the 
deciding discipline with which its role as a 
common carrier is decided. It should then 
have to accept, and the Board should see that 
this is done in a fair and equitable way, the 
inputs and outputs of other telecommunica- 
tion services that would be coming from the 
private sector. 

To the extent that it is efficient to use 
Bell’s rights-of-way for other telecommunica- 
tions purposes, this should be allowed but on 
the condition that appropriate financial 
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arrangements are made and that Bell does 
not control the input or output of the ‘“elec- 
tronic highways” except in respect of its own 
business, the telephone business. 


Bell should confine itself to the telephone 
business and should not be allowed to 
acquire any other kind of company. Northern 
should be prohibited from engaging in any 
activities other than those strictly related to 
the telephone business. We are reasonably 
disinterested in the Northern share issue if 
such a regulation were involved. 


The way should be paved for Bell to raise 
funds that it requires from time to time but 
only for the purposes of the telephone busi- 
ness which must be carried on strictly within 
its corporate powers, and of course under the 
approval of the regulatory authority. 


Parliament should ensure that Bell is 
obliged to appear before it regularly at inter- 
vals of much less than 10 years. 


Governmental regulation of Bell’s activities 
should be strengthened to ensure that Bell 
carries on its telephone business within the 
scope of its powers and in the public interest 
while at the same time allowing it all reason- 
able latitude to develop along the lines set 
forth in the first paragraph. 


The Transport Board should be granted 
sufficient power, staff and financing to enable 
it to provide truly effective regulation. 


We feel that failure to implement the 
foregoing recommendations will lead to Bell’s 
becoming the chosen instrument in every 
aspect of telecommunications in Canada. This 
would be inevitable in view of Bell’s existing 
communications networks’ established on 
public property, its guaranteed profit on its 
invested capital, its tremendous purchasing 
power and the benefits of its subsidized 
research. Bell so armed could set its own 
prices and effectively prevent competition 
from the private sector and this in turn 
would forestall the extension of telecom- 
munication services. 


Bell would be virtually unassailable and 
uncontrollable. This would be an ironical 
result when you consider that Bell was 
formed in the first place through the realiza- 
tion that a common carrier telephone service 
was desirable in the public interest. Thank 
you. 


The Chairman: Thank you, Mr. Zimmer- 
man, Mr. Torrance and Mr. Smith. It was our 
intention this morning to hear the brief and 
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then commence questioning. However, having 
discussed this further with representatives of 
each of the parties represented here I do 
think, in light of the very extensive brief and 
the very extensive addition to that brief, and 
bearing in mind the study that will be 
required by members of this Committee, that 
rather than commence questioning, which 
may continue for another day, we should set 
down another date for questioning. This will 
allow sufficient time for members to read the 
printed Minutes of Proceedings and Evidence. 
Is that agreeable? 


Mr. Schreyer: Mr. Chairman, I suggest that 
before studying the submissions it would be 
a great help if members were allowed at 
least one question in order to focus with 
greater precision on that particular aspect of 
the submission that they consider most 
important. 


The Chairman: Mr. Schreyer, the difficulty 
we have is that it is 12:50 o’clock and we are 
going to adjourn at 1:00 o’clock and I do not 
think it would be fair to allow one or two 
members to ask questions and not the others. 


Mr. Bell (Saint John-Albert): All you are 
doing is postponing the questioning to anoth- 
er day. 


The Chairman: To another day because we 
could not finish the questioning. 


Mr. Bell (Saint John-Albert): I hope the 
witnesses agree. 


The Chairman: I have discussed this with 
the witnesses and, they have agreed. The 
intention was to hear the Canadian Federa- 
tion of Mayors and Municipalities and the 
Ontario Federation of Mayors and 
Municipalities on November 7 and Northern 
Electric on November 9. However, in the 
light of circumstances it was felt that we 
should postpone Northern’s appearance until — 
the questioning of Industrial Wire and Cable 
Company was completed. The witnesses have 
agreed to return here for questioning on 
Thursday, November 16. Then the Northern 
witnesses could appear on November 21, and 
we would leave November 28 for the com- 
bines branch of the Department of the Regis- 
trar General. I will check with the members 
of the Steering Committee to see if we can 
have a meeting this afternoon after Orders of 
the Day, or even tomorrow, to discuss other 
matters. Does that meet with your approval? — 
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Mr. Nowlan: Could the Clerk send a note Mr. Emard: Mr. Chairman, I would like to 
around after the Steering Committee meeting have a French translation of the Minutes of 
showing the suggested Committee meetings? Proceedings and Evidence. 
The Chairman: Yes, I will see that that is s ; 

done. We do have the Department of Trans- _ The Chairman: That is why we are delay- 
port to come yet, and we have not finalized img these proceedings until November 16. At 
their date. The Department of Industry also that time we will have the minutes in both 
is being contacted. Is that agreed? French and English available, Mr. Emard. 


Some hon. Members: Agreed. It is agreed we adjourn. 
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APPENDIX A-1 


AIRTEL LTD 
Toronto, Ontario 


Head Office: 11 Greensboro Dr. 
Toronto (Rexdale) Ontario 
Telephone: 249-8455 


September 13, 1967 


Standing Committee on Transportation 
and Communications, 
c/o House of Commons, 
Ottawa, Ontario 
Att: Mr. Joseph Macaluso 
Chairman 


Gentlemen: 


This letter has reference to the application 
by the Bell Telephone Company of Canada 
for extension of their existing rights in the 
field of Communications. 


It is our understanding, from the Bell Tele- 
phone Company, that their submission to the 
Committee is to clarify their right to pur- 
chase Companies in allied communications 
fields. We are not opposing this application as 


such. Our reason for this letter is to advise 
the Standing Committee that there are other 
Companies in the same business as Bell Tele- 
phone Company. Whether these Competitors 
happen to be small independantly owned 
Telephone Companies, or Radio Communica- 
tions Companies like Airtel Ltd., we feel that 
whatever decision is made, the same rights 
be given to competing companies. 


Airtel Ltd. is developing under licence and 
approval of the Federal Department of Trans- 
port, a competing network of Radio Com- 
munication towers across Ontario and Que- 


bee. We are only interested in protecting our | 


rights as a Canadian Company from any 
possible domination by the giant Bell Tele- 
phone Company of Canada, as a result of 
powers granted to them by decisions of the 
Standing Committee on Transportation and 
Communications. 
Thank you. Iam 
Yours respectfully 


A. W. PERSER 
President 


APPENDIX A-2 


DOMINION ELECTRIC 
PROTECTION COMPANY 


Toronto, Ontario 
May 29th, 1967. 


Honourable Robert H. Winters, 
Minister of Trade & Commerce, 
Ottawa 4, Ontario. 


Dear Mr. Winters: 


Bill C-239, now pending before Parliament 
requests among other things a broadening of 
the Bell Telephone Company of Canada’s 
powers to invest in other companies. The Bill 
goes on to describe the reasons for needing 
an extension of corporate power and dis- 
cusses the current aspects of telecommunica- 
tion services which it says Bell must be able 
to supply. 

Dominion Electric Protection Company has 
operated in Canada under Parliamentary 


Charter since 1924. We render an electric 
protection service to thousands of subscribers 
throughout the eastern and central part of 
the country and maintain offices in major 
Canadian cities. We are dependent upon wire 
facilities supplied by the Bell Telephone 
Company and other private or publicly-owned 
telephone companies to carry alarm and 
supervisory signals between our central sta- 
tions and our customers’ premises. We have 
always been prepared to pay published 


tariffs for these facilities. However, beyond — 


that, our business is totally unrelated to the 
telephone business and deals in services for 
the protection of property and human life. 


Bill C-239 appears to release the Bell Tele- — 
phone Company of Canada from the original | 


intent of its Charter and in broadening its 


corporate powers allows it to go into competi- — 


tion with others in a variety of fields. In so 
doing Bell could bring its large financial 
capacity into play with 
effectiveness. 


considerable ~ 


! 


} 


| 
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We are strong supporters of free enterprise 
and realize the privileges and benefits of 
good competition. We do not support Govern- 
ment approval of a situation where special 
concessions are made to one or more without 
a thorough understanding of what these 
concessions may mean. 


Transport and Communications 


145 


We recommend that careful consideration 
be given to the implication of Bill C-239. 


Sincerely yours, 
R. Y. AtLee, 
President. 


APPENDIX A-3 


MASCO ELECTRIC COMPANY 
LIMITED 


Hamilton, Ontario. 
March 1, 1967. 


_Mr. Joseph A. Macaluso, 
‘House of Commons, 


Ottawa, Ontario. 


| Dear Sir: 


| 


| 


| 


i 


As you are no doubt well aware, there is 
‘before the House at this time a Private Mem- 
bers Bill relating to an application by the 
Bell Telephone Company of Canada _ to 


increase its authorized capital. 


I have no particular quarrel with this Bill 


as it relates to the Bell Telephone as such. 
However, as you know, the Northern Electric 


Company is a wholly owned subsidiary of 
the Bell. The Northern Electric Company 
competes, in the fullest sense of the word, 
with me and the Company I represent, in the 
Electrical Distribution field. 


Again, as you are probably aware, the In- 
dustrial Wire & Cable Co. Ltd. have, for 
several years, voiced their objection to the 
Bell Telephone—Northern Electric relation- 
ship, and once again they have registered 
their objection to the Bill before Parliament 
in its present form. As my representative in 
Ottawa, I wish to go on record that I support 
the stand being taken by Industrial Wire, 
and I would ask that you give their views 
your thoughtful and serious consideration, 
since on refiection; you will unquestionably 
recognize that there are inquities opposite the 
Bell—Northern relationship in its present 
form as it relates to the area of business 
which is so important to me and my fellow 
employees. Thanking you in advance for 
your consideration in this matter, I remain, 


Sincerely yours, 


V.S. Mullin, 
Manager. 


APPENDIX A-4 


ECONOMIC COUNCIL OF CANADA 


Ottawa, Ontario 


October 27, 1967 


Mr. i Vivir; 
Clerk of the Standing Committee 
On Transport and Communications, 


House of Commons, 


Committees and Private Legislation Branch, 


Ottawa, Ontario. 


j 
) 


| 


‘Dear Mr. Virr: 


Thank you for your letter of October 24, 
1967 drawing my attention to Bill C-104, An 
Act respecting The Bell Telephone Company 


of Canada which is under review by the 
standing Committee on. Transport and 
Communications. 


As the Committee members may be aware, 
the Government in July 1966 asked the Eco- 
nomic Council of Canada to undertake a 
broad comprehensive inquiry into the eco- 
nomic aspects of competition policies and 
some related matters in the Canadian econo- 
my. Specifically, the reference asked the 
Council to study and advise “in the light of 
the Government’s long-term economic 
objectives: 


(a) the interest of the consumer par- 
ticularly as they relate to the functions 
of the Department of the Reperar 
General; 
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(b) combines, mergers, monopolies and 
restraint of trade; 

(c) patents, trademarks, copyrights 
and registered industrial design.” 


The Council presently has under way a 
comprehensive programme of study and 
research into the matters raised by this ref- 
erence. In the course of this research we 
expect to be considering, among other things, 
the relationship between competitive and 
regulated industries in Canada, a topic which 
in a sense embraces the particular subject 
before the Standing Committee. As this body 
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of analysis becomes available to the Council 
over the course of the next year and a half, 
the Council will be preparing a report, or 
possibly a series of reports, to the Govern- 
ment reference. But, as Chairman of the 
Council (if I were called before the Commit- 
tee) I would not be in a position at this time 
to anticipate the conclusions of the analysis 
or of the Council itself. 


Yours sincerely, 
Arthur J. R. Smith, 
Chairman. 


APPENDIX A-5 


11-12 George VI, Chapter 81 (1948) 


The Section of this Statute dealing with wireless and radio-telephone is 


Section 5, which reads as follows: 


Wireless 
and radio- 
telephone 
services. 


5. It is hereby declared that subject to the provisions of 
The Radio Act, 1938, chapter fifty of the statutes of 1938, and 
of any other statute of Canada relating to radio and radio broad- 


casting and to the regulations made thereunder, the Company 
has and always has had the power to operate and furnish wire- 
less telephone and radio-telephone systems and to provide serv- 
ices and facilities for the transmission of intelligence, sound, 
television, pictures, writing or signals. 


APPENDIX A-6 


An Act Respecting 
THE BELL TELEPHONE COMPANY 

OF CANADA 
BILL C-104 

Brief Submitted By 

INDUSTRIAL WIRE & CABLE 
CO. LIMITED 
Part One 
INTRODUCTION 
Bell’s Requests 


Bell’s stated objects‘ in requesting the 
enactment of Bill C-104 are: 


—to obtain to increase 


capital; 


authority 


1Page 5 of Bell’s brief. (All references are to 
Bell’s brief dated February, 1967) 


—to have the regulatory jurisdiction to 
which it is subject “changed slightly”; 
and 


—to have its charter “modernized” in 
several respects. 


This is highly euphemistic! A more precise | 
statement of Bell’s requests is that it be 
granted: 


1. Power to engage in the telecom- 
munications business; 


2. Power to acquire any kind of 
company; 


3. Power to raise 2.3 billion dollars | 
during the next decade; and 


— 
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4. Power to issue shares without the 
approval of the Transport Board.’ 


Importance of Bill C-104 


This Bill is of tremendous importance to 
Canada and Canadians! 


With the right to raise a further 2.3 billion 
dollars during the next decade, Bell could 
approximately double its present size. With 
the right to acquire any kind of company 


and to issue further shares without seeking 


the approval of the Transport Board, it could 
develop not only in the telecommunications 
field but in other fields as well and in virtu- 
ally any manner it chose. The result of all 
this could be that the public would be left 
with a single choice of telecommunications 
services and equipment, would have to pay 
Bell’s rates, and would be subject to Bell’s 
discretion in connection with the availability 
of new services, as to timing, type and tech- 
nical specifications. 


Bell would be the chosen instrument in the 
entire telecommunications field! 


As we point out later in this brief, we 


_ believe that it is essential that Bell’s business 


be confined to providing common carrier com- 
munications services, and that the Transport 
Board’s jurisdiction, staff and budget be 
expanded to see that this is done. 


Interested Parties 


In view of the possibility that Bell could 
become the “chosen instrument” in the entire 


_ telecommunications field, the interested par- 


ties insofar .as Bill “C-104~ is concerned, 


include not only those parties who are inter- 


ested in Bell’s activities as such (i.e., sub- 
Scribers, shareholders and competitors of Bell 
and Northern Electric) but also all users of 
telecommunications as such and all suppliers 
of telecommunications materials and services. 
It goes without saying that if Bell is granted 
and makes use of the power to acquire other 
companies engaged, directly or indirectly, in 
other fields, the list of interested parties 
would expand accordingly. 


To expand briefly on the foregoing, we 
point out that interested parties would 
include: 


Gi) users of telecommunications:— 
the general public; 


* References in this brief to the ‘“‘Transport Board” 


_ are to the former Board of Transport Commissioners 
for Canada, or to the Canadian Transport Com- 


mission which has replaced it, as the case may be. 
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publishers; 

broadcasters; 

computer services; 

commercial institutions including banks; 


governments and government depart- 
ments; and 

Gi) suppliers of telecommunications 
materials and services, including: 
manufacturers; 
distributors; 


service companies; 
CATV interests. 


In view of the importance of this suggested 
legislation, it is imperative that all interested 
parties be heard. However, in view of the 
Bell-Northern complex’s tremendously pow- 
erful position and the constraints already 
exercised upon interested parties generally, it 
is to be expected that many or even most 
interested parties will not come forward of 
their own accord to make presentations to 
your Committee. That being the case, it is 
urged that at least a representative group of 
interested parties be invited to make 
representations. 


This should unquestionably be the case, it is 
submitted, with regard to the governmental 
departments involved, such as the Combines 
Department, the Department of Industry, the 
Department of Transport, the Transport 
Board, the Board of Broadcast Governors and 
other interested departments and governmental 
bodies. Further, the views of the Economic 
Council of Canada should be sought. 


In addition, there are numerous provincial 
authorities which should be represented—for 
example: municipal corporations (whose 
streets are involved for right-of-way pur- 
poses and who, as later pointed out, are miss- 
ing out on a legitimate and meaningful 
source of revenue) and provincial depart- 
ments of education, since telecommunications 
(educational TV) will be playing an increas- 
ingly important role in education. 


Your Committee, of course, will afford the 


best possible representation which the gener- 
al public can hope to obtain. 


The Position of Industrial Wire & Cable Co. 
Limited as an Interested Party 

Industrial Wire & Cable Co. Limited, since 
it is a shareholder and subscriber of Bell and 
since it is a competitor of Bell’s wholly- 
owned subsidiary, Northern Electric, is for 
those reasons alone an interested party in 
respect of Bell-Northern matters. Its interest 
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is even more direct than usual in regard to 
Bill C-104 in view of the implications of the 
suggestion that Bell be empowered to engage 
in the “telecommunications’” business as con- 
trasted with the “telephone” business, since 
Industrial Wire is engaged in the electrical 
manufacturing business. 


First, a word about ourselves. Industrial 
Wire is a publicly owned Canadian corpora- 
tion and more than 99 per cent of its approx- 
imately 1,200 shareholders are Canadian 
residents. This is a higher percentage of Cana- 
dian shareholders than Bell has.? Industrial 
Wire operates five plants and eight sales 
offices and warehouses across Canada. Its 
products relate to the transmission and dis- 
tribution of electrical energy and its princi- 
pal customers are the power utilities (for 
example, Ontario Hydro and Quebec Hydro) 
and electrical contractors. Industrial Wire 
and its subsidiary companies employ approx- 
imately 600 people and have annual sales in 
excess of $20,000,000. The Company has 
shown dynamic growth over the past five 
years. 


Our initial involvement with Bell was as a 
sizeable supplier of wire and cable products 
to Northern Electric. This was a mutually 
beneficial relationship for some years until 
Northern Electric embarked on an aggressive 
selling campaign which involved drastically 
lowered prices in their dealings from coast to 
coast in Canada. Northern’s pricing on wire 
and cable products reached such a low level 
that we were convinced that it was selling 
below cost. Consequently our original con- 
frontation was as part of a battle for eco- 
nomic survival since Northern by virtue of 
its size and its relationship with Bell was 
(and is) in a position to maintain depressed 
prices for such a long period of time as could 
bankrupt even the largest wire companies in 
Canada. 


This unfair advantage of Northern led us 
to investigate the basic relationship between 
Bell and Northern and we came to the con- 
clusion, which we still maintain, that it was 
beyond Bell’s legal power to acquire shares 
in Northern Electric. More is said about this 
point later in this brief. 


It is abundantly clear that Bell wishes to 
expand its activities in other areas of tele- 
communications than telephone, and_ to 
exploit every manufacturing and_ service 
advantage which it can. Indeed, by its own 


3’ Exhibit No. 4 to Bell’s brief. 
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admission, Bell “can no longer be considered 
a telephone company in any narrow sense 
but should be regarded as a communications 
company” although it is only now that Bell is 
coming to Parliament to request the legal 
power to conduct such activities. These 
activities will impinge even further on the 
position of manufacturers of electrical prod- 
ucts, in which group we number ourselves, 
with the result that we must continue in our 
efforts to present the case of interested parties 
in general, and our Company in particular. 


Problem Facing The Standing Committee 


As pointed out above, Bill C-104 has tre- 
mendous implications for Canada and 
Canadians. It also involves matters of consid- 
erable technical complexity. 


That being the case, it is respectfully sub- 
mitted that the problem facing your Commit- 
tee is a formidable one involving as it does 
an attempt to fully comprehend complex 
matters, the necessity to hear from as many 


interested parties as possible and the burden | 


of decision in dealing with Bill C-104 in such 
a way as to foster Bell’s growth and allow it 
to keep in the forefront technologically, while 
at the same time ensuring that Bell’s activi- 
ties are reasonably restricted in the public 
interest. This in turn involves a consideration 
of Bell’s status as a Special Act Company 
enjoying special privileges, and the manner 
in which these should be regulated. 


Part Two 
DETAILED ANALYSIS OF BILL C-104 


1. Power to Engage in the Telecommunica- 
tions Business 


Bell’s Requests 


Bell is requesting all-embracing powers in 
regard to telecommunication. In the explana- 
tory note to section 7 of Bill C-104 it is stated 
as follows: 


“The Company, being unable to fore- 
cast all possible technological changes, 
proposes an amendment which would 
permit the Company to use and adapt 
any improvement or invention for com- 
municating with others and any other 
means for communicating that may, in 
the opinion of the Board of the Directors 


of the Company, be deemed to be in the 


interest of the Company.” 


4Page 48 of Bell’s brief. See also the Toronto 
telephone directory where Bell advertises ‘895 
communications solutions to business problems”. 
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In Bell’s “Shareholders’ Quarterly Review” 
(Summer 1967) the following appears under 


the heading ‘“Telecommunications is our 
Business.”’ 
“The word “telecommunication” has 


today largely replaced the word “tele- 
phone” as the broadly inclusive term for 
our industry, and is the one used in 
current legislation on the subject. Despite 
this, we find ourselves under suspicion 
for asking that our Act of Incorpora- 
tion be re-phrased to make this substi- 
tution and to assure the operating scope 
and flexibility needed to meet the com- 
munications requirements that modern 
customers look to this Company to fill.” 


At this stage one point must be made. 
Bell’s industry is the telephone industry. Bell 
is requesting corporate authority to engage in 
the telecommunications industry. The word 
“telecommunication” is the word used in cur- 
rent legislation on the subject of telecom- 
munications and not the subject of telephone. 
Naturally Bell is under suspicion, to use its 
term, for asking that its Act be “re-phrased” 
to make the substitution of telecommunica- 
tion for telephone because the nature of the 
request is such that, if granted, Bell would be 
authorized to engage in a business infinitely 
broader in scope than the telephone business. 
The request could be compared with that of 
a bus company asking that “mode of trans- 
port” be substituted for “bus” so that it 
thereby could operate trains, steamships, air- 
planes, spaceships and so on. 


A related request, but one of particular 
Significance, is to be found in section 11 
where Bell is requesting that it may con- 
struct, erect and maintain its line or lines of 
telecommunication (instead of telephone, 
which word presently appears in the relevant 
section of Bell’s charter) along the sides of 
and across or under public highways, streets, 
bridges and such other places. 


Definition of Telecommunication 


In order to fully comprehend the signifi- 
cance of the requested charter amendments, 
one must consider the meaning of “telecom- 
munication’. In the explanatory notes to sec- 
tion 7 Bell adopts the definition of “telecom- 
munication” which appears in the Canadian 
Overseas Telecommunication Corporation 
Act, which is 


“Any transmission, emission or recep- 
tion of signs, signals, writing, images or 
sounds or intelligence of any nature by 
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wire, radio, visual or other electro-mag- 
netic system.” 


Dictionary definitions state in effect that 
“telecommunication” means communication 
at a distance as by cable, telegraph, tele- 
phone or radio. Obviously this includes wired 
conductor systems as well as wireless ones. 
Again it is clear that “telephone” is included 
but also included are telegraph, radio, televi- 
sion, teleprinter, telephoto, satellite uses and 
so on. 


It is submitted therefore, that what Bell is 
really asking is that it be allowed to engage 
in a field far greater in scope than the tele- 
phone business, in fact one so fundamentally 
different that it seems highly inappropriate 
to describe the requested amendment as a 
“re-phrasing” of its charter. 


In order to better comprehend the implica- 
tions of the request one should consider the 
present and future roles of telecommunication. 


Present and Future Roles of 
Telecommunication 


There is submitted with this brief a copy 
of an article by Mr. E. B. Weiss entitled “The 
Communications Revolution and How it Will 
Affect Business and All Marketing.” The 
article provides an insight into the technolog- 
ical advances in this field which are of such 
magnitude that the mind boggles. It is not 
possible to condense the article in a meaning- 
ful way in this brief and the reading of the 
article is commended. However, the basic 
points set out in it are as follows: 


The fundamental contribution of the new 
communications revolution is to put knowl- 
edge to work more promptly than ever 
before, more effectively than ever before and 
over more of the world than ever before. 


Through communication satellites and 
other remarkable communications break- 
throughs, it will be possible to communicate 
with anyone at any time by voice, sight or 
written-message—instantaneously. Moreover, 
all communications will be instantly recorded 
— instantaneously retrievable—and instan- 
taneously reproducible. This is no far-off 
dream—satellites are already communicating 
with a great part of the world. 


However, what science knows about com- 
munications today is merely threshold 
knowledge. For example, the laser is a device 
that produces an intense, highly directional 
light beam. A Bell System report states:— 
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“ ‘Coherent’ laser light has the poten- 
tial of carrying a tremendous volume of 
communications. Bell System scientists 
are, right now, contemplating laser 
‘pipes’ with a capacity millions of times 
greater than today’s most advanced com- 
munications systems, connecting major 
population centres and enabling any 
individual to have his private ‘line’ for 
sound—and—sight communication across 
any distance, just as he now has his 
private telephone line.” 


Another new communication science is 
called “holography” which photographs 
objects by laser light. 


Electronic communication will transform 
the traditional world of publishing—it will 
also make inevitable a slow-down in the rate 
of growth in the use of the mails and an 
eventual down turn. 


In a decade or sooner, large satellites will 
be put in orbit with enough power to broad- 
cast T.V. and radio programmes direct to 
individual homes. Former Federal Communi- 
cations Commission Chairman E. Wm. Henry 
has warned the broadcast industry that the 
day may come when direct-broadcast satel- 
lites will eliminate “overnight” the need for 
local radio and television stations. 


The computer will undoubtedly have the 
most far-reaching social consequence of any 
contemporary technical development. The 
potential for good in the computer and the 
danger inherent in its misuse, exceed our 
ability to imagine. 


Through microwave channels and the ap- 
pearance of communications satellites there is 
no longer any technical need for distinction 
among the various forms of communication. 
All of them can pass through the same relays 
in the form of identical electronic pulses. This 
means that not only television and telephone, 
but books, magazines and newspapers will be 
converted into identical bits of energy for 
transmission over any distance. At the receiv- 
ing end these electronic signals will be con- 
verted back into their original form or into 
any desired form; visual display, recorded 
sounds, processed pages, and so on. In other 
words, we will have one major channel of 
news, information and entertainment that will 
combine all or most of the separate electronic 
instruments and printed means of communi- 
cations today. 


The effects of electronic communications 
on the publishing industry are already being 
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seen in the mergers of publishing houses 
with electronics corporations (Random House 
with R.C.A., General Electric with Time, Syl- 
vania with Readers Digest, Science Research 
Associates with I.B.M.) 


Bennett Cerf, Chairman of Random House, 
remarked that the R.C.A. affiliation reflects 
“our conviction that publishing and electron- 
ics are natural partners for the incredible 
expansion immediately ahead for every 
phase of information.” 


I.B.M. apparently is interested not in the 
book business but in the education field, the 
information field. The article suggests that 
there may have to be new federal regulations 
in the public interest. 


(William Davis, the Minister of Education | 
for Ontario, stated recently that electronics | 
will play an ever-increasing role in the edu- | 
cational system and that fewer and fewer 
teachers will be required.) 


In short, communication technology is now — 
imposing unity upon all communication tech- 
niques. There is no longer any. distinction | 
among the various forms of communications, 
All of them can now pass through the same 
relays in the form of identical electronic 
pulses. 


Bell intends to be in the forefront of this 
development and to stand athwart the input 
and output of all transmitted data. This raises 
many questions, monopoly, privacy, even nda- 
tional security. 


Need to Limit Bells 
Powers 


Telecommunication 


In the explanatory note to Section 7, Bell 
states that the revolution in communication 
techniques has demonstrated that the Compa- 
ny can no longer be considered exclusively as 
a telephone company. This is a_ startling 
proposition since by its Special Act, Bell is 
described as and is supposed to be confined 
to the operations of, a telephone company! In 
this explanatory note and throughout its 
brief Bell®. makes reference to it being @ 
telecommunications company. However, 
under section 7 and under the proposed 
amendment embodied in section 11, Bell is 
requesting the authority to become a tele- 
communications company. As was the case in 
regard to wireless telephone services, for 
which Bell received retroactively corporate 
authority by virtue of its 1948 amendment, 
Bell now is requesting retroactive authority 


5 See for example, pages 3, 6, 15, 20, 22, 48 and 51. 
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to legitimize its ventures into the telecom- 
‘munications business. 


Bell also claims that in order to remain 
strong and competitive and thus be an asset 
to the Canadian economy, it is compelled to 


meet the demands of Canadians and to sup- 


ply them with the widest possible range of 
telecommunication service. This is another 
startling proposition! Why should Bell, to 


remain strong and competitive as a telephone 


company, be compelled to meet the demands 


of Canadians with regard to telecommunica- 


tion services which are not telephone services 
as such? In any event, are the so-called 
demands directed at Bell? There are many 
other companies in businesses operating in 
the telecommunications field and if Bell, 
through its own financial advantages, can 


- operate in the telecommunications field to the 


detriment of these other businesses, that 


would certainly be an asset to Bell’s economy 


= Re TT NS 


= 


the telecommunications 


but it is highly doubtful that it would be an 
asset to the Canadian economy as a whole— 
certainly it would not help Bell’s competitors. 


As already pointed out, Bell also stated in 
the explanatory note to section 7 that the 
word “ielecommunication” has been defined 
by Parliament in various statutes in quite a 
broad way and accordingly the evolution of 
the industry has been recognized. While this 
is true it does not follow for an instant that 
because there has been an expansion in the 


telecommunications industry that Bell, which 


Was incorporated as a telephone company 
and as such given tremendous advantages, 
should be allowed to engage in all facets of 
industry. What do 
communications needs in the field of “data” 
or “facsimile” referred to on page 15 of Bell’s 
brief, have to do with the telephone 
business? 


An interesting comparison which is helpful 
in deciding to what extent Bell should be 
allowed to engage in activities outside the 
telephone business may be found south of the 
border, because the Bell-Northern relation- 
ship in Canada is very similar in many 
respects to the former AT & T—Western 
Electric relationship in the United States. In 
particular, the same conflict of interest with 
the private sector of the business community 
Was experienced in the United States as is 
being experienced in Canada at the present 
time. 


Many of the problems facing us today 
Were solved in the United States by virtue of 
the Consent Decree entered into between the 
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United States of America, as Plaintiff, and 
Western Electric Company, Incorporated, and 
American Telephone and Telegraph Compa- 
ny, as Defendants, in 1956, pursuant to a 
complaint filed under “An act to protect 
trade and commerce against unlawful 
restraints and monopolies’, commonly known 
as the Sherman Act. 


The conflict between Western Electric’s 
role as a manufacturer to the operating tele- 
phone companies and as a manufacturer and 
supplier outside the regulated field was 
eliminated by Western Electric agreeing to 
limit its activities fundamentally to manufac- 
turing equipment for companies of the Bell 
System for use in furnishing common carrier 
communications services, and for government. 
Similarly, AT & T agreed to refrain from 
carrying on directly, or indirectly through 
subsidiaries, any business other than the fur- 
nishing of common carrier communications 
services. 


Both companies undertook not to act as 
distributors of equipment manufactured by 
others. They also agreed not to enter into 
agreements with any independent telephone 
operating company under which (with minor 
exceptions) that company would be required 
to buy any equipment from them, or with 
any purchaser to limit, fix or control prices to 
be charged by such purchaser on the resale 
of equipment. They further agreed not to 
acquire any business involving the manufac- 
ture, distribution or sale of equipment useful 
in furnishing common carrier communica- 
tions services, unless on application to the 
Court permission was “granted upon a show- 
ing that the effect of such acquisition will not 
be substantially to lessen competition or to 
tend to create a monopoly.” 


Western Electric was ordered to maintain 
cost accounting methods® that would afford a 
valid basis for determining the cost to West- 
ern of equipment sold to AT & T and the 
Bell Operating Companies. (This was the 
position urged upon the Transport Board by 
Industrial Wire at the time of Bell’s rate base 
hearing.) Lastly, the Defendants were direct- 
ed to grant non-exclusive licenses of the Bell 
System patents to anyone making application 
therefor on the basis set out in the Decree. 


6This is a very comprehensive system which 
segregates Western’s Bell and non-Bell customers, 
and provides detailed breakdowns under the gen- 
eral product classifications ‘“‘Apparatus and Equip- 
ment’, “Cable and Wire’’, and ‘“Suppliers’’. 
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Various conditions are spelled out to ensure 
fair and non-discriminatory licensing 
arrangements. 


Stated simply, the result of the foregoing 
was to confine the group activities to the 
manufacture of equipment for, and the 
provision of services in connection with, the 
common carrier communications business. 
This prevented the spread of the monopoly 
position from the regulated area to the 
unregulated area and simplified the task of 
regulation in the public interest. 


By contrast, Northern manufactures and 
distributes a wide range of electrical prod- 
ucts from coast to coast, and these products 
encompass the full spectrum of electrical 
contractor supplies from screw-drivers, light- 
ing fixtures and pliers to wire and cable, 
conduit, fire alarms and so on. This business 
dwarfs by comparison that of any of the 
independent electrical distributor chains. In 
addition, the vast purchasing power of Bell 
makes its impact felt in the market place in 
support of this activity. The principal prod- 
ucts manufactured for Northern’s electrical 
supply operations are wires and cables and 
these often form loss leaders in connection 
with large tenders. This bears directly on our 
Company and many of the other interested 
parties earlier referred to. If Bell is given the 
right to engage in the entire telecommunica- 
tions field, this situation would be aggravated 
and a wider range of interested parties 
would be affected. 


A further practice of Bell which could 
spread into the entire telecommunications 
field if Bell’s powers are extended has to do 
with Bell’s practice of imposing ‘Bell stand- 
ards” and excluding “foreign” equipment 
from physical contact with its system. There 
is no doubt that Bell’s standards are excellent 
specifications for their own manufacturing 
and service organization and reasonable, gen- 
erally speaking, as industry guidelines. 
However, they are unquestionably biased 
towards Bell designs and manufacturing 
techniques and are not necessarily the last 
word in engineering excellence in every 
instance. Nevertheless, relying on this code, 
Bell is the final arbiter in deciding what 
equipment will be used, how it will be 
installed and indeed by whom. The impact of 
this policy already falls on a wide range of 
service companies and manufacturers dealing 
with paging systems, sound systems, mobile 
telephone, telegraphs, teletype and in short, 
anyone with a direct involvement in service 
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or equipment with Bells’ communication net- 
work. More would be affected if Bell’s activi- 
ties spread further outside the telephone 
field. 


One last point to consider before granting 
Bell telecommunication powers as opposed 
to telephone powers is the following: 


Bell for some years has by its own admis- 
sion been engaged in the telecommunications 
business and indeed considers itself a tele- 
communications company. For example, large 
sums of money have been spent for a num- 
ber of years by Bell in maintaining extensive 
field and laboratory installations in regard to 
satellite activities. Presumably this invest- 
ment has found its way into Bell’s rate base 
and will therefore be reflected in the rates 
paid by Bell subscribers. However, Bell at 
this stage does not have the corporate power 
to engage in this activity. It is submitted that 
the foregoing indicates that Bell’s powers 
should be carefully limited rather than 
extended to allow it to engage in the entire 
telecommunications field. 


On the other hand, Bell should have every 
possible power to keep in the forefront as a 
telephone company and in a position to devel- 
op and use modern technology. We feel that 
Bell already has such power but if not, it 
should be granted them. 


In other words, Bell should have telecom- 
munication powers for use in the develop- 
ment of its telephone business but not for use 
in regard to other businesses. For example, in 
1948 Bell was given the power to operate and 
furnish wireless telephone and _ radio-tele- 
phone systems and we feel that it is entirely 
appropriate that Bell should have whatever 
powers it needs to develop its telephone sys- 
tem in the best possible manner but, like AT 
& T it should be confined to the telephone 
business. 


Special Considerations 
Statutory Right-of-Way 

In section 11 of Bill C-104 Bell requests 
authority to construct, erect and maintain its 
line or lines of telecommunication along the 
sides of and across or under any public high- 
ways, streets, bridges, water courses or other 
such places. The present section in Bell’s 
charter relates to its right to construct its 
telephone lines in such places and we have 
already pointed out the fantastic difference 
between what is comprehended by the word 
“telecommunication” as compared with the 
word “‘telephone’’. 


Respecting Bell’s 
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To the extent that Bell is presently using 
its statutory right-of-way for the construc- 
tion and maintenance of lines other than 
telephone lines it is exceeding its corporate 


powers. The explanatory note to section 11 


refers to section 7 as indicating the need to 


refer to Bell as a telecommunication compa- 
ny and states that for the sake of consistency 
the proposed substitution (i.e., telecommuni- 


cation lines for telephone lines) appears 
necessary. It seems to us that the substitution 


is required more for the sake of legality than 
consistency because Bell in undertaking tele- 


communication activities and in using its 


statutory right-of-way for other than tele- 


phone purposes is exceeding its present pow- 
ers. These abuses should be halted. 


Bell’s right to erect poles along public 


| streets and other public places is a privilege 


granted by Parliament. It is the location of 
| 


creates from the practical point of view the 


the poles and not their intrinsic value which 


monopolistic advantage of Bell over others. 
This monopolistic advantage arises from the 


privilege granted by Parliament on the theo- 
ry that the general availability of telephone 


“service is in the public interest. It is impera- 


tive, therefore, that Parliament not permit 


this advantage to be abused nor Bell to 


extend its monopoly. However, this amend- 


'ment could lead to Bell having a monopoly to 
_carry not only telephone messages but all 


other types of electronic pulses over its 


| wires—and at no cost to Bell. 


It is respectfully submitted that the views 


| of municipalities and others who would be 


affected by this amendment should be 
obtained. It is common ground that home- 


Owners bear an excessive burden in regard to 

/municipal taxes. A valuable source of reve- 
i. is available to the municipalities in con- 
‘Nection with the licensing of “electronic high- 
“Ways” and this source should be fully 
exploited in the interests of all municipal 
\taxpayers. Certainly, Bell should not be 
allowed to use its statutory right-of-way 
'_Sranted for telephone purposes for other than 
‘telephone purposes’ without making an 
appropriate payment therefor. 


So much for the financial aspects of this 
“Matter. However, we feel that for the reasons 
Stated below, Bell should not be allowed to 
use its telephone right-of-way for any other 
, Purposes even if it paid for this privilege. 

_ It appears that Bell is attempting to control 
€0axial cable uses and to take over as much 
of the field for itself as it can. For example, 
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anyone wishing to provide cable TV service 
to a community must negotiate with Bell for 
the use of its poles as there is no economic 
alternative. (This is not always the case in 
the United States where operators sometimes 
obtain exclusive franchises from city govern- 
ments in return for a percentage of their 
gross revenue. Note here too that the appro- 
priate recipient, ie, the municipality, 
receives the payment.) These negotiations 
with Bell are entirely one-sided in view of 
the unequal bargaining position and lead to 
the cable TV operators being forced to make 
unfortunate agreements. What choice have 
they however, when they have no competi- 
tive alternative nor any recourse to any 
regulatory body. For further information in 
this regard, please see Appendix C to this 
brief. 


The cable TV business is in jeopardy 
because of the expansion of Bell, presently 
we submit without authority, into the tele- 
communications field and the manner in 
which Bell restricts the use of its poles by 
others. Other examples are bound to present 
themselves if Bell’s activities are further 
extended. That being the case, it seems 
extremely important, as previously urged to 
restrict Bell’s use of telecommunications to 
its telephone business and to ensure by effec- 
tive regulation that these restrictions are 
complied with. 


2. Power to Acquire Other Companies 


Industrial Wire’s fundamental objection to 
Bill C-104 originally centred around section 8 
dealing with Bell’s power to invest in other 
companies. Now we feel at least as concerned 
about their request for power to engage in 
telecommunications. In any event, we sin- 
cerely believe that under no circumstances 
should Bell’s charter be amended to include 
any such section as section 8. 


Under this section Bell would acquire the 
corporate power to purchase or otherwise 
acquire shares “in any other company having 
objects in whole or in part similar to those of 
this Company or in any company engaged in 
research or development work in areas of 
inquiry that relate to the objects of this Com- 
pany”. With this power, Bell could hence- 
forth rest easy in regard to its highly ques- 
tionable purchases of shares of Northern 
Electric and, equally important, would have 
the power to acquire either directly through 
subsidiaries or indirectly through subsidiaries 
of such subsidiaries, companies with the 
power to engage in any business whatsoever. 
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For example, with such powers Bell could 
enter into the automobile business, could 
acquire distilleries and could in fact engage 
in any kind of business. 


In the explanatory note to this section, Bell 
states that “the most effective way to preserve 
the enviable position enjoyed by the Canadian 
telecommunication industry is to develop a 
strong research and development sector fully 
integrated with operations and manufactur- 
ing.” Bell itself probably has the power to 
develop a strong research and development 
department anyway and if not should be given 
it. This is not to say, however, that Bell 
should be entitled to acquire any other type 
of company to accomplish this, since any such 
other company would not be restricted to 
activities within the telephone business. 


The ownership or integration of manufac- 
turing facilities may be an essential require- 
ment for the provision of good service, as 
claimed by Bell on page 3 of its brief, and 
they quote as an example AT & T. We would 
have no objection at all to this if Bell and 
Northern were restricted in the manner AT 
& T and Western Electric are, as already 
discussed. 


Bell discusses proposed section 8 at pages 
50 and 51 of its brief. The reference to the 
need to have the power to acquire other 
companies due to the possible unavailability 
of foreign research is a red herring. Bell does 
not need a separate company for research. 


Reference is then made by Bell to section 
14(e) of the Canada Corporations Act (page 
51) which sets forth the investment powers of 
an ordinary letters patent company, as the 
source for the wording of proposed section 8. 
No reference was made to section 194 of the 
Canada Corporations Act which sets forth 
the investment powers of a Special Act com- 
pany as follows: 


“194. No company shall use any of its 
funds in the purchase of shares in any 
other corporation unless in so far as such 
purchase is specially authorized by the 
special Act. 1943, c. 33, s. 190”. 


Bell is a Special Act company. 


Before leaving the question of Bell’s power 
to invest in other companies, we wish to 
refer to their Quarterly Review where it is 
stated that Bell seeks the power to invest in 
other companies engaged in related research 
to ensure the possibility of access to the 
valuable scientific and technological develop- 
ments of others. Arrangements may usually 
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be made with others to obtain by agreement 
access to scientific and technological develop- 
ments. Failing agreement, the only way to 
obtain such access is by taking over the 
company. When this is done, it follows that 
everything that the company is engaged in is 
also taken over and much of this could be 
quite unrelated to the telephone business, 
Should Bell be given any such power? In this 
regard, may we quote from Kaysen & Turner 
—Antitrust Policy (1959) at page 124— 


“Integration across the competitive- 
regulatory boundary should be prohibited, 
both because it may spread monopoly 
from the regulated area to the unregu- 
lated one, and because it complicates the 
task of regulation.” 


Proposed Section 8 and Northern Electric 


Bell is a Special Act company and has 
been granted by statute special rights. By the 
same token, it is subject to statutory restric- 
tions (including those in section 194 limiting 
its investment powers already referred to) 
meant to ensure that it will confine itself to 
the purposes of its Special Act. The fact 
that to date Bell’s ownership of Northern’s 
shares has not been brought to an end serves 
to show that it sometimes takes a great deal 
of time to correct an excess of authority. 


We have already pointed out that if sec- 
tion 8 is enacted, Bell could acquire shares in 
any kind of company whatsoever. This Sec- 
tion would also make it difficult to rectify the 
existing situation regarding Bell’s holding of 
Northern shares except by further legislation. 


Northern already engages in many activi- 
ties outside the telephone business and 
outside the area where Bell operates. For ex- 
ample, Northern is just now bringing into pro- 
duction a new wire and cable plant in 
Calgary, Alta. To give a further insight into 
the type of business Northern already engages 
in, please refer to Appendix B to this brief 
which shows, in Northern’s own words, the 
“supermarket” aspect of its activities in fields 
unrelated to the telephone business. What 
other supermarkets might come into exist- 
ence if section 8 passes? 


In Bell’s Quarterly Review reference was 
made to the concern that had been voiced 
that Bell might invest directly or indirectly 
in companies whose aims and endeavours are 
quite unrelated to the telecommunications 
industry. It was then stated “this seems t0 
overlook the fact that Bell has had such 
powers since 1880 and has never abused 
them.” More precisely, our concern was that 
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Bell might acquire companies unrelated to 
the telephone industry. Be that as it may, it 
is surely not even correct to say that North- 
_ern’s endeavours in many respects have not 
been quite unrelated to the telecommunica- 
tions industry. What connection, for example, 
does the sale of white goods have with the 
telecommunication industry or the sale of 
screw drivers, electric light bulbs and fire 
alarm systems? 


As far as Bell’s holding of Northern Elec- 
tric shares is concerned, Bell’s Quarterly Re- 
view states that both the Supreme Court of 
Canada and the Federal Cabinet maintained 
the Board’s decision that Bell had power to 
own Northern Electric shares. However, the 
_ precise situation is as follows: 


_ Industrial Wire wished to appeal the 

Board’s decision to the Supreme Court of 
Canada but leave to appeal had to be first 
obtained from that Court. An appeal lies on a 
question of law and a single judge of the 
Supreme Court of Canada refused leave to 
appeal, presumably on the ground that more 
than a strict question of law was involved. 
| we subsequently appealed to the Cabinet 
who, without reasons, dismissed our appeal. 
| Our fundamental request in our appeal to the 
Cabinet was that the Cabinet refer the mat- 
ter to the Supreme Court of Canada since we 
felt that an issue of this importance should 
be heard by the Supreme Court, whether or 
not more than strict questions of law were 
involved. 


| We still feel that this is of vital importance 
'and depending on whether or not your Com- 
mittee sees fit to recommend that Bell’s 
‘Tequests be granted, such an appeal should 
still be heard. The issues are set out in a 
letter which Industrial Wire recently wrote 

to all Members of Parliament enclosing a 
memorandum dealing with the implication of 
Bill C-239 (the former number of Bill C-104). 
A copy of that memorandum is attached as 
‘Appendix A to this brief and we urge all 
Committee members to re-read it in the con- 
text of this brief, particularly in regard to 
the finding by the Board that Northern’s 19,- 

000 feet of wire constituted a line of tele- 

phonic communication with the result that 
Northern was the type of company in which 
| ae could invest! 


8. Power to Raise Additional Funds 

| By virtue of section 2 of Bill C-104, Bell 
is requesting that the capital stock of the 
‘Company be increased from time to time 


‘by such amounts as the shareholders may 


Transport and Communications 


155 


deem necessary for the purposes, objects 
and undertaking of the Company, and the 
increase in authorized capital requested is 
from one billion dollars to one billion, seven 
hundred and fifty million dollars. This is not 
to say that Bell is asking for the right “mere- 
ly” to raise $750,000,000—on the contrary, 
Since its shares are issued for more than 
their par value, Bell with an increase in 
authorized capital of $750,000,000 should be 
able to raise a further $1,300,000 000. At the 
same time, since Bell traditionally raises fur- 
ther funds by way of bond issues, and since 
the ratio is 40 per cent by way of bonds to 60 
per cent by way of equity, the bond financ- 
ing would result in a further $1,000,000,000 
being raised by Bell. Bell is really asking for 
authority to pave the way for it to raise 
directly (exclusive of what it generates itself) 
over the next decade $2,300,000,000 and this 
is made clear by Exhibit No. 1 to Bell’s brief. 
The total assets after depreciation of Bell and 
its subsidiaries as at September 30, 1966, 
built up over the period since 1880, were 
approximately 2.6 billion dollars. In total, 
Bell plans to spend 4.75 billion dollars on 
construction over the next~ 10 years—ambi- 
tious plans indeed! 


Bell shareholders, subscribers and others 
are certainly entitled to the assurance that 
the funds raised will be used, in the words of 
proposed section 2, “for the purposes, objects 
and undertaking of the Company.” In fact, 
the shareholders are in a very poor position 
to see that this is done. As more capital is 
issued, the percentage interest of existing 
shareholders is lessened. Bell, it is submitted, 
has exceeded its objects in the past and it 
seems reasonable to ensure that better safe- 
guards to confine Bell within its objects 
should be provided before allowing the 
increase in capital. 


The explanatory note to section 2 states 
that the Canadian public continues to 
demand better and broader services. Query 
whether or not the actual situation is not 
that Bell devises new products and services 
and then promotes their use by the public, 
e.g., the Princess Telephone. 


There is demand for new developments 
such as special circuits for the transmission 
of data but is this demand exclusively direct- 
ed at Bell? Indeed should it be if there is any 
question as to the legal power of Bell to 
engage in such activities. 


Further, should Bell with its monopoly 
position and huge resources be allowed to 
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engage in such business in any event—what 
about the little guy? We think not. 


We do not presume to know how much 
money it is proper to authorize Bell to raise. 
We sincerely believe, however, that all 
moneys raised should be spent only in pur- 
suit of the Company’s legal powers. This 
leads to a consideration of the question of 
control generally and, in particular, 
regulation. 


4. Power to Issue Shares Without the Ap- 
proval of the Transport Board—Regula- 
tion Generally—the Overall Question of 
Control 


Corporate Control 


Among investors, Bell Telephone stock has 
long been considered a widows’ and orphans’ 
stock. This image is one that Bell’s manage- 
ment does much to foster. However, it does 
not follow that these same widows and 
orphans have much say in the operation and 
management of the Company. 


Bell is managed by a Board of 17 directors 
who are described in the Company’s own 
words by such terms as “Company Director”, 
“Executive”, “Utility Executive’, “Manufac- 
turer” and “Lawyer”. In other words, Bell’s 
Board represents big business. These are the 
people who are requesting the enactment of 
Bill C-104 which would allow Bell to engage 
in any type of business whatsoever. 


It is also interesting to note that American 
Telephone and Telegraph Company owns 
about 2.2 per cent of the issued stock of the 
Company or about 700,000 shares and this 
represents an investment of about $35,000,000 
at present market prices. This is a very large 
block of shares considering how widely held 
Bell stock is. In addition, American Tele- 
phone and Telegraph has a service contract 
with Bell under which in essence it receives 
each year 1% of the total local service and 
toll service revenues of Bell and its sub- 
sidiary operating telephone companies. This 
amounted to more than $5,000,000 in 1964 
and is considerably higher now. It is obvious, 
therefore, that there is a close and meaning- 
ful relationship between this American com- 
pany and Bell of Canada. 


The foregoing facts should be borne in 
mind when assessing the validity of Bell’s 
claim to be a truly Canadian Company con- 
trolled by residents of Canada. Be that as it 
may, it should also be borne in mind that 
many of Bell’s competitors are Canadian in 
every sense of the word. 
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Regulatory Control 


It seems fair to say that the control over 
Bell exercised by the Board of Transport 
Commissioners for Canada over the past has 
left much to be desired, both from the point 
of view of procedure and the point of view 
of substance. 


For example, the Board for years accepted 
as evidence that the Bell-Northern relation- 
ship was beneficial, an analysis of the prices 
of certain products sold by Northern to Bell 
as compared with the prices at which North- 
ern sold these products to outsiders. This, of 
course, does not prove that Northern was not 
making an unreasonable profit out of its 
transactions with Bell and in the United 
States by virtue of the Consent Decree 
referred to earlier statistics are required in 
similar circumstances to indicate the profits 
made on such sales. 


Industrial Wire urged the Board to follow 
a similar procedure at the time of Bell’s 
recent rate base hearing but the Board did 
not accept nor reject Industrial Wire’s sub- 
mission at the time. Subsequently, however, 
the Board in its judgment stated that “We 
have been persuaded that further evidence — 
should be presented by Bell, so as to furnish 
the Board with an additional check upon the 
reasonableness of the general level of prices 
paid by Bell to Northern. We _ therefore 
requested Bell to provide us with a break- 
down of Northern’s return on capital devoted 
to Bell business and on capital devoted to 
non-Bell business. Such a break-down was 
furnished to us and we have examined the 
methods and procedures used in its prepara- 
tion.” This break-down was reviewed by the 
Board but it was not furnished to the other 
interested parties who appeared at the hear- 
ing nor were any Bell or Northern witnesses 
called for cross-examination. Surely this is 
an unsatisfactory way to proceed! 


Much more astounding to us, however, was 
the judgment of the Board with respect to 
the legality. of Bell’s ownership of Northern’s 
shares and the situation is explained in full 
in Appendix A to this brief. We will bring to 
show your Committee at the time we present 
our brief a section of multi-conductor cable 
so that you may obtain a clearer conception 
of the absurdity of the proposition that mere 
ownership by Northern of two wires in a 
multi-conductor cable is sufficient to consti- 
tute Northern a company possessing as pro- 
prietor, a line of telephonic communication. 
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In fairness to the Board, it should be 
pointed out that it would appear to be badly 
under-staffed and under-financed, certainly 
as compared with its American counterparts, 
and in such a position is no match for Bell 
| 
| 


_ with its hordes of experts and specialists and 
its unlimited resources to prepare for any 
hearing before the Board. 


Rather than limit the regulatory jurisdic- 
tion over Bell the effectiveness of the existing 
_ jurisdiction should be greatly increased by 
_ providing the new Transport Board with an 
adequate budget and expert staff so that it 
may confine Bell within the bounds pre- 
scribed by its Special Act without harming 
its operations. In addition, the new regulato- 
ry authority should have an opportunity to 
review Bell’s’ position periodically and 
accordingly its jurisdiction with regard to the 
approval of share issues should not be 
removed. 


We do not consider ourselves devout and 
uncritical followers of our friendly neigh- 
bours to the south. By the same token, we 
appreciate that much can be learned from 
them and it might be helpful to the Commit- 
tee to consider the following facts in connec- 
tion with the United States Federal Com- 
| munications Commission (“FCC’’). 


Jurisdiction: The FCC deals with the 
; general field of communications. Their 1966 
Annual Report to Congress dealt, among 
other things, with the following: 


\ 

Satellite Communication; Microwave; 
| CATV Systems; Broadcast, including 
| 


Educational Broadcast, TV, FM and AM; 
safety and Special Radio; and Common 
Telephone and 


Carrier, including 


Telegraph. 


| Although the Transport Board is not pres- 
_ently engaged in as broad a communications 
field as the FCC it deals or will be dealing 
with matters unrelated to the communica- 
tions field, notably transport by railways, air, 
' water, motor vehicle and commodity pipeline. 
|This is a very broad jurisdiction and presents 
the Board with a difficult task to perform. 

' It should be emphasized at this stage that 
\if Bell is granted the powers’ requested, the 
‘Transport Board will (or at least should) find 
\ itself involved in much broader telecommuni- 
‘cations areas than at present. This may give 
rise to conflicts with other regulatory 
authorities such as the Board of Broadcast 
Governors and this. Se should be. given 
careful study. 
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It should also be pointed out that the Na- 
tional Transportation Act under which the 
new Canadian Transport Commission is 
established is in essence an Act “to define 
and implement a national transportation poli- 
cy for Canada.” It contemplates that the 
Commission, to perform its duties, will estab- 
lish the following transport committees—rail- 
way, air, water, motor vehicle and commodity 
pipeline. 


Nothing about telecommunications! 


If this means that the Commission will not 
have a special committee of experts dealing 
with Bell and other telephone companies, we 
shudder to contemplate the result! 


Staff: The FCC’s staff totals approximately 
1,500. The FCC maintains four _ special 
bureaus in addition to its many other divi- 
Sions, namely: the Broadcast Bureau, the 
Safety and Special Radio Services Bureau, 
the Field Engineering Bureau and, the one in 
which we are interested, the Common Carrier 
Bureau which is concerned with the regula- 
tion of all domestic and international com- 
mon carriers as well as the Communications 
Satellite Corporation. Average employment in 
the Common Carrier Bureau in 1967 was 
approximately 160 made up as follows: 


Accountants (38) 

Attorneys (31) 

Engineers (25) 

Economists (7) 

Public Utility experts (9) 
Non-professionals support (50). 


The Transport Commission must have 
something of this nature to do the job. 


Budget: The annual budget for the FCC’s 
Common Carrier Bureau in 1967 was slightly 
over $2,000,000. This budget is specifically 
employed in the regulation of common carri- 
ers like Bell. 


General: Unless the Transport Commission 
is given broader jurisdiction, more staff and 
a higher budget all directly brought to bear 
in a function like that performed by the 
FCC’s Common Carrier Bureau, the Commis- 
sion will be no.match for Bell in attempting 
to carry out its regulatory function. At Bell’s 
last rate base hearing, for example, 7 or 8 
barristers were in attendance in the court 
room representing Bell. There is no way of 
knowing how many others worked on the 
preparation of the material. The point is that 
Bell can employ an almost limitless supply of 
talent in regard to matters involving its regu- 
lation, with the result that the tribunal must 
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be equally as well staffed and financed to 
effectively fulfil its function. 

While it is true that the communications 
network in the United States is larger than 
here, it is in no way more complex than ours. 
Nevertheless, we are not suggesting that the 
Transport Commission should have the same 
numbers or as high a budget as the FCC. It 
is submitted, however, that for it to do an 
effective job of regulation, it must have ade- 
quate staff to not only protect the public 
interest in all hearings before it, but also to 
enquire into the activities of Bell and its 
subsidiaries (and other telephone companies 
under its control) on a periodic basis 1m con- 
nection with at least the following: 

Sales and income; inter-company pricing; 
reserves; invested capital; return on invest- 
ment; rate structure; financing; manufactur- 
ing efficiency; equipment standards and pur- 
chasing policies; employee benefits; research 
and development activities; patent licensing; 
use of public rights of way; restraint of trade 
practices; public interest and _ service 
complaints. 


Regulatory Control in regard to Share Issues 

Bell in its Quarterly Review states that the 
elimination of the power of the Transport 
Board to approve share issues is a request 
for the “elimination of a now obsolete and 
unneeded step in the regulatory process.” Bell 
explains this by stating that originally it was 
authorized to earn so many dollars per share 
and that accordingly the issue price and the 
number of shares issued were factors of 
direct concern to the regulatory authority 
since the more shares issued, the more that 
the Company would be entitled to earn. Bell 
then pointed out that in 1966 the Board 
adopted a new method of earnings regulation 
based on the rate of return on total capital 
and accordingly this particular element of 
regulatory control is no longer necessary. We 
could not disagree more. 

It is submitted that the jurisdiction of the 
Board is not so circumscribed and if it could 
ever be argued that this was the case, then 
the Board’s jurisdiction should be immediate- 
ly amplified. It seems to us that when Bell is 
given power to raise capital for the purposes, 
objects and undertaking of the Company, but 
when Bell is not empowered to issue any 
stock without first obtaining the approval of 
the Board, one of the Board’s prime concerns 
is or should be to ensure that the money 
already raised has been used for the pur- 
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poses of the Company and that the additional 
stock to be issued will produce funds which 
will also be used for such purposes.’ In view 
of Bell’s past conduct in exceeding its pow- 
ers, it is of paramount importance that this 
particular head of jurisdiction of the Board 
not be removed. On the contrary, it should be 
amplified if there is any question as to its 
breadth. 


Parliamentary Control 

Since Bell is a Special Act company, 
changes in its charter must be authorized by 
Parliament and this is why Bell has had Bill 
C-104 introduced. 

We have already dealt with the objects of 
the Bill—both those as stated by Bell itself 
and those as seen and understood by 
ourselves. 

We have already stated our views as to the 
granting of the additional powers sought by 
Bell. However, even if some or all of these 
powers are granted it is submitted that 
Parliament should never grant a company 
such as Bell, which already has by statute 
special advantages, the corporate power to 
engage in a very wide range of activities 
and the financial means to do so, and then 
abdicate jurisdiction over the Company for 
such a long period as ten years. 


In this regard, we wish to make one fur- 
ther reference to Bell’s brief at page 22 
where it is stated as follows: 


“Telephone service, which is rapidly 
broadening into complete telecommuni- 
cations service, is now, and will increas- 
ingly become, woven into the fabric of 
our Canadian society. The sheer size of 
the country, the growth in population, 
the gravitation towards urban life, the 
increased standard of living, the greater 
development and sophistication of busi- 
ness—all of these point to more and 
more telecommunication needs.” 


This makes it crystal clear that Bell 
believes telecommunications will play an 
increasingly fundamental role in every aspect 
of Canadian life, just as we have indicated in 
this brief. This underscores the need for Par- 
liament to keep in close touch with develop- 
ments in this dynamic field and steps should 
be taken to ensure that Bell will be obliged 
to return to Parliament periodically for a 


7 As a matter of fact, Bell has followed the 
practice, when applying to the Board for approval 
of a share issue, of pointing out the intended uses 
of the funds to be raised. 
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further mandate. In its Quarterly Review 
Bell acknowledges the authority of Parlia- 
ment and this authority should be exercised 
on a periodic basis. 


5. Other Aspects of Bill C-104 
Benefit to Canada 


Bell alleges that the revenues received by it 
for its services, plus the investment of capital 
required by it, flow back into the Canadian 
economy in many ways providing important 
support and stimulus. Bell’s activities, on the 
other hand, do not provide much support and 

stimulus to the competitors of Bell or North- 

ern. This by itself is not objectionable except 

to the extent that Bell, a monopoly with 
guaranteed income, is enabled to compete 
with others outside the telephone business 
| who do not enjoy the benefits enjoyed by 
| Bell. 


- Bell points out that the total employment 
provided by the Bell-Northern complex and 
the resultant flow of wages becomes an 
important segment of the economy. Granted, 
but no more so than an equal flow of wages 
paid by their competitors. 


Monopoly Aspects 


We have already discussed the activities of 
Bell regarding the arrangements it makes 
with cable T. V. operators for the use of its 
poles. These arrangements are described as 
'an “excellent example of unfair and restric- 
_tive practices” in the editorial attached to 
_ this brief as Appendix C. That editorial goes 
on to deal with Bell’s tactics in keeping the 
rural telephone rates of independent tele- 
| phone companies “depressed” to the point 
where the independents have difficulty in 
making a fair return.’ 


| It also seems to be the case at the present 
‘time that whenever Bell acquires a new tele- 
phone subsidiary which prior to acquisition 
| Mirchased equipment from suppliers other 
than Northern, it is difficult for those supp- 
liers from that time on to get any further 
‘business. It was the fear of just that sort of 
\ thing which prompted the Government of 
‘Nova Scotia, at the time of Bell’s proposed 
jtakeover of Maritime Telegraph and Tele- 
phone Company, to limit Bell’s voting power 
of the Company despite the fact that it 


' §We are not totally astonished that Bell no 
longer advertises in the Journal in question. Our 
‘sales to Northern have not increased since our 
confrontation of them either. Little wonder that 
vocal interested parties are hard to come by! 
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obtained a majority of the shares. 
suppliers had to be protected. 


As mentioned in the introduction to our 
brief, our initial confrontation of the Bell- 
Northern empire arose through Northern’s 
practice of selling products competitive with 
ours at prices which we were satisfied were 
less than Northern’s cost. 


The foregoing are examples of present 
problems experienced by competitors of Bell 
and Northern. Now Bell is asking for power 
to engage in the telecommunications business, 
to take over any kind of company, to raise 
huge sums of money and to have one of the 
basic heads of jurisdiction of the Transport 
Board eliminated. All of this would be super- 
imposed on the basic Bell-Northern structure 
which is that of a  government-created 
monopoly with a guaranteed fair return on 
total investment. On that basis Bell could 
completely dominate any sector of business 
it chose. 


Local 


This is truly a frightening prospect. 


It is submitted that your Committee should 
seek and obtain representations from the 
Restrictive Trade Practices Commission prior 
to finalizing your recommendation on Bill 
C-104. 


It is also submitted that in this general 
connection thought be given to the way in 
which Bell should be obliged to deal with its 
patents and patent rights. Bell’s research 
activities are financed in the same manner as 
its other activities, i.e., fundamentally from 
the subscriber. The result of its research, 
however, is preserved solely for Bell despite 
the fact that it was in essence the public at 
large which financed the research. By con- 
trast, AT&T in the United States is obliged 
to grant licenses in respect of its patents to 
anyone applying therefor. The fees arising 
from this licensing go, as they should, to 
reduce the rates which the subscribers would 
otherwise have to pay. 


Corporate Name 


The Company requests that it may from 
time to time as it sees fit use and may be 
legally designated by any one of the follow- 
ing names: 


“The Bell 
Canada”; 


“La Compagnie de Telephone Bell 
du Canada”; or 
“Bell Canada’’. 


This seems like a perfectly straight-for- 
ward request which Parliament should grant. 


Telephone Company of 
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Otherwise it is conceivable that Bell’s present 
use of the name “Bell Canada” might be 
somewhat embarrassing to Bell. 


Part Three 


CONCLUSIONS AND 
RECOMMENDATIONS 


1. (a) Bell should be in a position to pro- 
vide common carrier telephone services of all 
kinds. In this regard it should be able to 
make use of any telecommunication develop- 
ments it sees fit. 

(b) Bell should not be permitted to engage 
in telecommunications in other respects. 

(c) To the extent that it is efficient to use 
Bell’s rights of way for other telecommunica- 
tions purposes, this should be allowed but on 
the condition ‘that appropriate financial 
arrangements are made, and that Bell does 
not control the input or output of the ‘“elec- 
tronic highways” except in respect of its own 
business. 

2. (a) Bell should confine itself to the tele- 
phone business and should not be allowed to 
acquire any other kind of company. 

(b) Northern should be prohibited from 
engaging in any activities other than those 
strictly related to the telephone business. 

(If this is done, it would not be neces- 
sary to havea reference to the Supreme 
Court of Canada to determine whether 
or not, once and for all, Bell’s holding of 
Northern’s ‘shares is within its powers. Gi 
this is not“done; such a hearing should 
be held immediately). 

3. The way should be paved for Bell to 
raise whatever funds it reasonably requires 
from time to time, but only for the purposes 
of its telephone business which must be car- 
ried on strictly within its corporate powers. 


4. Parliament should ensure that Bell is 
obliged to appear before it regularly at inter- 
vals of far less than 10 years. 

5. (a) Governmental regulation of Bell’s 
activities should be strengthened to ensure 
that Bell carries on its telephone business 
within the scope of its. powers and in the 
public interest, while at the same time allow- 
ing it all reasonable latitude to develop along 
the lines set forth in paragraph l(a) above. 

(b) The Transport Board should be granted 
sufficient power, staff and financing to enable 
it to provide truly effective regulation. 

It is submitted that failure to implement 
the foregoing recommendations will lead to 
Bell being the’ chosen instrument in every 
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aspect of telecommunications in Canada. This 
would be inevitable in view of Bell’s existing 
communications networks established on 
public property (by virtue of its statutory 
right-of-way), its guaranteed profit on invest- 
ed capital, its tremendous purchasing power 
and the benefits of its subsidized research 
program. Bell so armed could set its own 
prices and effectively prevent competition 
from the private sector of the business com- 
munity, and this in turn would forestall the 
extension of telecommunication services. 

Bell would be virtually unassailable and 
uncontrollable in the public interest. This 
would be an ironical result indeed when Bell 
was formed in the first place through the 
realization that a common carrier telephone 
service was desirable in the public interest. 


Industrial Wire & Cable 
Co. Limited 


Toronto, Ontario, October 1967. 


APPENDIX A 


INDUSTRIAL WIRE & CABLE 
CO. LIMITED 


Toronto i8, Ontario 


Implications of Bill C-104 
Respecting 
The Bell Telephone Company of Canada 


‘In Bill C-239 now pending before Parlia- 
ment, The Bell Telephone Company of Cana- 
da is requesting sweeping changes to its 
charter, which is made up of a series of 
Special Acts of Parliament outlined in the 
preamble of the Bill. 


If the Bill is passed in its present form, 
Bell, a monopoly, will be able to engage 
through subsidiaries in any business whatev- 
er in direct competition with other busi- 
nesses, large or small. These Bell subsidiaries 
will not be subject to regulation, and will 
have the advantage of Bell’s tremendous 
financial resources which are largely 
obtained from the public through telephone 
rates. This could result in the stifling of fair 
competition in those businesses in which Bell 
chooses to operate. 


The provisions of Section 8 would allow 
Bell to acquire shares and other securities in 
any other Company having objects in whole 
or in part similar to those of Bell, or in any 
Company engaged in research and develop- 
ment work in areas of inquiry that relate to 
the objects of Bell. While the explanatory 
notes do set forth some justification for devel- 
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oping a strong research and development 
sector, it is not made clear why a separate 
company is needed for this purpose. Indeed, 
at one time Bell carried on such work within 
its own Company. It is significant, moreover, 
that the explanatory remarks make no 
attempt to justify the acquisition by Bell of 
shares of any other Company having objects 
in whole or in part similar to those of Bell. 
The absence of any explanatory note, of 
course, does not mean that there is no expla- 
nation for this request for such sweeping 
changes; please consider the following: 


Bell owns all of the outstanding shares of 
Northern Electric Company, Limited a vast 
concern presently engaged in many activities 
wholly unrelated to the telephone business. 
Bell acquired these shares despite the fact 
that, as pointed out in the explanatory notes 
to Bill C-239, Bell may purchase shares in 
other companies only when such companies 
possess as proprietor a line of telegraphic or 
telephonic communication, or when such 
companies have the power or right to use 
communication by means of the telephone. 
Northern’s charter specifically states that 
Northern is not authorized or empowered to 
carry on the business of a telephone compa- 
ny or to construct and work telephone lines. 
Industrial Wire & Cable Co. Limited, sub- 
jected to the unfair competition of Bell 
through Northern, raised this issue in an 
application to the Board of Transport Com- 
missioners for Canada. The Board ruled that 
two wires (a conductor pair) owned by 
Northern, 19,000 feet in length, which are 
located in a multi-conductor cable belonging 
to Bell, which cost when purchased from 
Bell itself $1,000 (or approximately 0.000005 
per cent of the total assets of Northern at the 
end of its 1965 fiscal year) and which without 
the necessary transmitting and receiving 
equipment (this being owned by Bell) were 
incapable of carrying a telephone message, 
constituted a line of telephonic communica- 


_ tion! Curiously, the Board found that while 
_ these wires represented a line of telephonic 


communication and that Northern possessed 
them as proprietor, Northern did not operate 
them, with the result that Bell was entitled 
to purchase Northern’s shares! 

Industrial Wire applied for leave to appeal 
to the Supreme Court of Canada from this 
judgment of the Transport Board. Leave may 
be granted by a single judge of the Court but 
only where a question of law or jurisdiction 
is involved. Leave was refused, without rea- 
sons, presumably on the ground that ques- 
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tions of fact were also involved which pre- 
cluded the judge from granting leave to 
appeal to the Court. Industrial Wire then 
petitioned the Cabinet to refer the matter to 
the Supreme Court of Canada or, in the 
alternative, to rescind the decision of the 
Board and order Bell to acquire the under- 
taking and assets of Northern. This petition 
was denied, also without reasons. 

Bell has admitted that it is now violating 
the provisions of its charter with regard to 
the maintenance of its wires at specified 
heights and seeks to have this condoned and 
legalized by Parliament. Some few years ago 
Bell was also violating its charter with 
regard to wireless communication and was 
able in its 1948 statute to have it provided 
that, “the Company has and always has had 
the power to operate and furnish wireless 
telephone and radio-telephone systems...” 
Bell is now seeking Parliament’s sanction of 
its ownership of Northern’s shares and one 
can hardly blame Bell for wishing to 
strengthen the weak hold it has on Northern 
since it is obviously a lot to expect of two 
thin copper wires to bear such a heavy bur- 
den indefinitely. It is submitted that the 
foregoing explains in large measure Bell’s 
request for the powers set forth in Section 8. 


In addition, and potentially of equal 
importance, Bell seeks to obtain the right to 
acquire other companies and these companies 
in turn could incorporate or acquire any type 
of subsidiary whatseover, with the result that 
Bell through these subsidiaries could engage 
in every conceivable type of business. In fact, 
Northern already has subsidiaries which are 
engaged in businesses unrelated to the tele- 
phone business. Subsidiaries of this type are 
not subject to regulation and if they were 
unprofitable, the result could be that the tele- 
phone subscriber would be subsidizing these 
unprofitable operations. Whether or not they 
were profitable, why should Bell be permit- 
ted to compete with others in fields unrelated 
to the telephone business in which Bell 
enjoys a monopoly position. . . ine 

In view of the foregoing;:.it is sincerely 
believed that. Bell should be confined strictly 
to the objects and purposes ‘set forth in its 
Special Act and that its Special Act should 
not be expanded in this regard, with the 
result that Section 8 of Bill C-239 should not 
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be enacted. Furthermore, it is sincerely 
believed that the extremely important ques- 
tion of the legality of Bell’s ownership of 
Northern’s shares should be tested before the 
Supreme Court of Canada. 
Industrial Wire & Cable 
Co. Limited 


D. Zimmerman 
President 


APPENDIX B 


Northern’s “supermarket” would have 
made sure you did! We carry 15,000 stock 
answers to your supply problems of Wires & 
Cables, Wiring Supplies, Illumination and 
Lamps, Power Apparatus and Switchgear, 
Electrical Tools and Equipment. 


It takes only one call to... 


NORTHERN ELECTRIC 
Company Limited 


Electrical Business, March 27, 1967 
APPENDIX C 


(Editorial appearing in March, 1967 issue of Cana- 
dian Telephone and Cable Television Journal) 


EDITORIALLY SPEAKING ... 


Keeping Free Enterprise Truly Free 


Even in a country where free enterprise is 
upheld as the ultimate in good economics, it 
is a constant fight to keep business enterprise 
freely competitive—to give full encourage- 
ment to new endeavours, to give industries 
and individuals with progressive ideas, with- 
out entangling them with government con- 
trols, or, worse still, the actions of protected 
corporations which enjoy special government 
concessions, and operate by what might be 
considered “divine right’. 

An excellent example of unfair and re- 
strictive practices by “‘private corporation” is 
the Bell of Canada’s “lease-back” arrange- 
ment with cable television systems operating 
where Bell systems operate. These cable 
television systems are geared to invest in 
communities to bring good television services. 
They are an excellent example of our free 
enterprise system in operation. They do not 
ask for special privileges or area franchises. 
They are willing to and do operate in a 
highly competitive market. They represent 
an important part of electronics communica- 
tions development. 


Bell, however, offers a rigid type of lease- 
back arrangement, with cable television sys- 
tems wishing to bring this valuable service to 


Transport and Communications 


October 31, 1967 


communities. The cable television system has 
to pay Bell the cost of laying both trunk and 
distribution cable in full, in advance of or by 
completion, at so much per foot—a substan- 
tial investment for the cable TV system. Bell 
then proceeds to “rent” back the cable plant 
to the cable TV system at so much a foot. 
The CATV system never really owns any- 
thing on this basis, although they pay hand- 
somely for it, and this puts Bell in the 
enviable position of being a sort of leasehold 
landiord who could eventually own every- 
thing, lot, stock and barrel. This despite the 
fact they are given special government terri- 
torial protection to operate telephone service 
only. 


Now, the Bell has made application to the 
Government of Canada to have their charter 
changed—the terms of which would broaden 
their scope of operation and permit them to 
go into a variety of electronics transmission 
pursuits—and will end—who knows where. 
It is almost like turning over the government 
mint to them and saying to them, “go ahead 
and print what you want, ‘“we’ll supply the 
guards to protect your operation’. 


Frankly, we consider this approach of Bell 
a gross misuse of the privilege they have 
been given to bring telephone service to cities 
and towns. We agree the Bell gives reasona- 
bly good service in most of the communities 
it serves—but no better than 95 per cent of 
the telephone systems across the country. 


Bell is the only telephone company in 
Canada which has a Dominion Government 
charter. All other telephone companies are 
under their own provincial control. This in 
itself is eminently unfair to these other tele- 
phone companies, since, should Bell invade 
an independent’s territory, the Bell suddenly 
becomes above and beyond the law, operat- 
ing according to its own “divine right”. 
Throughout the years, it has only been 
through constant struggle that independents 
have been able to get adequate toll compen- 
sation, or an equitable operating arrangement 
with Bell. Bell’s city and metropolitan opera- 
tions which are highly profitable subsidize 
their rural operations, and supplies them 
with funds to “take over” independent sys- 
tems from time to time. Their own low rural 
rates manage to keep the rural rates of 
independents “depressed”? to the point these 
independents have difficulty making any type 
of return on plant investment—or even mak- 
ing a go of things. 
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Now, the giant Bell is casting its eyes in 
other directions. They have applied for a 
new charter so that they may expand their 
operations. Where will it end? At this junc- 
ture, we say to Bell, beware—if your size 
and power permits you to restrict develop- 
ment of other enterprises, one day your own 
operations may be considerably controlled 
and restricted—to allow free enterprise to 
develop on a fair competitive basis—as one 
expects in Canada. 
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We are not in favour of the government 
passing this new charter applied for by Bell. 
We say, in fairness to all other telephone 
companies, let Bell relinquish the charter 
they now have, and place themselves under 
the control of each of the two Provinces 
(Ontario and Quebec) in which they operate 
on exactly the same basis as all other 


Canadian telephone systems. 


APPENDIX A-7 


TR SERVICES LIMITED 


‘Loronto: 7 Canada 
October 30, 1967. 


Mr. G. D. Zimmerman 

President 

Industrial Wire and Cable Co. Ltd. 
Index Road 

Toronto 18, Ontario 


Dear Mr. Zimmerman, 


Further to your telephone conversation 
with Mr. H. S. Rogers, we have been in touch 
with several companies who have promised to 
Submit additional argument regarding the 
Bell Telephone Company’s expansion into 
experimental and manufacturing practice, 
through its subsidiary Northern Electric 
Company, that is not associated with common 
carrier services. 


The Telephone Company has, over the 
years, provided separate and divorced auto- 
matic intercom system, paging systems, push- 
button intercom systems and loudspeaking 
“press to talk” systems. In some cases, such 


as the “Magnaphone” system, the equipment 


has been designed and built by the Northern 
Electric Company and subsequently supplied 


_ to and instalied by the Telephone Company. 


These systems when installed are on a 
month to month basis at a very nominal 
monthly rate, without the benefit of a guar- 
anteed period of time or even a formal rent- 
al agreement. Installation charges, to say the 


_ least, are minimal, irrespective of the number 


of pieces of equipment or extensive cable 


_ requirements and resultant high labour costs. 


When one considers the engineering costs, 


- tooling costs, material costs, labour costs, 


together with factory overhead costs, 
administrative costs, sales costs, warehousing, 
interest and other related costs, we can only 
assume these costs must be recovered. 


Without the benefit of a reasonable 
amortization of the above costs, and in view 
of the very low monthly rental figures with 
no appreciable installation charges for labour 
and cabling, who pays for these very un- 
economical installations? Some installations 
have been terminated in less than six months 
from the date of original installation. We are 
familiar with some of these. How many more 
are there? Are the regular telephone sub- 
scribers of common carrier equipment expect- 
ed to continue paying for this type of installa- 
tion? 


Of more recent date, the Telephone Com- 
pany has entered into the educational mar- 
ket. Educational TV is yet another area 
where engineering, tooling, material, labour, 
overheads and other related costs, must be 
borne. Who, again, must bear these cost fac- 


tors? The subscriber to common carrier 
equipment? 
Since our company was established in 


Canada we have experienced, or, considera- 
bly more important, business and industry 
both large and small, have at one time or 
another experienced the very negative atti- 
tude adopted by the Telephone Company 
toward the private communication equipment 
companies. 


For instance, conduits in new building con- 
struction are being “jammed” by the Tele- 
phone Company so that there is not sufficient 


164 


room for even a single pair of cable to be 
inserted, supposedly to look after every pos- 
sible requirement that may be needed by the 
owner or tenant. 


The conduits in new buildings as planned 
by architects and engineers are to provide 
the owner and tenant with adequate Hydro 
power requirements and adequate facilities 
for the Telephone Company service, together 
with teletype service, paging equipment, wir- 
ing, intercom and buzzer systems, etc., should 
they be required. 

These conduits are bought and paid for, 
and are the sole property of the building 
owner. 

However, should the owner or tenant sug- 


gest the installation of intercom wire, paging 
wire, teletype wire or any other use in the 


low voltage equipment area, other than 
equipment provided by the Telephone 
Company, 


G) the conduits have been “jammed” 
to capacity; 


(ii) the subscriber is advised, “If any 
other cable is installed in their conduit, 
all Telephone Company cable will be 
removed and installed on surface areas. 


This attitude was adopted at the Vickers 
Sperry Company of Canada and with BP 
Company office building. In addition, a visit 
to almost any office building will further 
substantiate these comments. 


Is this jamming of conduit in this manner 
a form of restricting trade practice? Where 
conduits are jammed to capacity, who pays 
for the extra spare cable and labour? What 
right has the Telephone Company to dictate 
the use of conduit in a building which is not 
owned by them? 


Through the years, tie lines or off-premises 
equipment connection lines to adjacent or 
remote buildings, have been requested by 
ourselves and our subscribers from the Tele- 
phone Company in order to look after expan- 
sion needs. These tie lines were flatly refused 
by the Telephone Company to the following 
business concerns: North York Hydro Com- 
mission (they constructed their own); Sparl- 
ing Tank Limited; Unique Crests and Ath- 
letic Supplies; Anderson Pontiac Buick Lim- 
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mited; J. C. Allen Limited. Because of this 
negative attitude and refusal they were 
forced, in some instances at considerable 
expense, to construct their own cable 
requirements with the co-operation of the 
CN. and C.P. Telegraph Companies. They 
have been forced to provide their own facili- 
ties in order to obtain the type of communi- 
cations needed to efficiently operate their 
business. 


However, many companies were not and 
are not prepared to make this type of capital 
expenditure. Why should they? The Tele- 
phone Company, but for their negative atti- 
tude, could supply and have available tie 
lines, which would be supplied if Telephone 
Company equipment were fitted. Some of 
these companies are: The Ports of Call, Mar- 
vie Press Limited, Art and Design Studio 
Ltd., Dominion Bridge, Honeywell Controls 
Limited, Ford Motor Company of Canada 
Limited, Canada Iron Foundries Limited, 
Contractors Machinery Limited, Automotive 
Hardware Limited, Dow Corning Silicones 
Limited, Rumble Motors Limited and Con- 
necticut Chemicals Limited. These companies 
have been forced to accept less than their 
communications requirements because of the 
adamant refusals of the Telephone Company 
to supply tie lines, even though these compa- 
nies feel it would be in their best interests. Is 
this yet another form of restrictive trade 
practice? 


“Background” music as we have come to 
know it is presently played by industry and 
commerce alike. Thousands of dollars have 
been invested in central studio equipment in 
the past years. One of our competitors, to a 
much larger extent, has a _ considerable 
investment. Each year this side of our busi- 
ness continues to grow. Should the Telephone 
Company decide to enter this lucrative field 
of endeavour, as indeed they have entered 
other unrelated fields, what is to prevent 
them from “cutting off” tie line facilities 
from our studios to subscriber premises? 


May we remind you that a few years ago 


the Telephone Company did not provide tele- 
type services to their subscribers. Today it is 


_Preaches economical rates; 
_Professes they are providing a public service, 
_ and practises restrictive trade. 
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a major competitor of the two prime sup- 


piers of this service, and is unrelated to their 


common carrier charter. 


In summary, we can only feel that the 
Telephone Company preaches Customer Serv- 
ice, but in actual fact does not practise it. 
but are they? 


The Telephone Company has a Govern- 
ment granted charter to provide telephone 
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service aS a public carrier. They have 
encroached continually and ever-increasingly 
into the private communication market. 

We will ask again, who is to pay for the 
ever-increasing Bell Research into unrelated 
fields of endeavour? 


Yours very truly, 
T. R. Services Limited 


V. 4H. Talbott 
Manager, Industrial Sales 
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HOUSE OF COMMONS 


Second Session—Twenty-seventh Parliament 


1967 


STANDING COMMITTEE 


ON 


TRANSPORT AND COMMUNICATIONS 


Chairman: Mr. JOSEPH MACALUSO 


MINUTES OF PROCEEDINGS AND EVIDENCE 


ge ~ Wey 


Noon ARY 
TUESDAY, NOVEMBER 7, 1967” 


Respecting 
Bill C-104, An Act respecting The Bell Telephone Company of Canada 


WITNESSES: 


Representing the Canadian Federation of Mayors and M unicipalities: Mr. 


Lovell C. Carroll, Q.C., Counsel; Mr. Henry A. Lawless, Executive 
Director. 


Representing the Association of Ontario Mayors and Reeves: Mr. a is 
Palmer Kent, Q.C., Counsel; Mayor Lester Cooke, Barrie; Mayor 
William Dennison, Toronto; Reeve Roger Prevost, North Plantagenet; 
Mayor Garnet Newkirk, Chatham, Ontario. 

ROGER DUHAMEL, F.R:S.C. 


QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1967 


Mr. Allmand, 
Mr. Andras, 


Mr. Bell (Saint John- 


Albert), 
Mr. Byrne, 
Mr. Cantelon, 
Mr. Chatwood, 
Mr. Deachman, 


STANDING COMMITTEE 


ON 


TRANSPORT AND COMMUNICATIONS 
Chairman: Mr. Joseph Macaluso 


Vice-Chairman: Mr. H. Pit. Lessard 


and 


Mr. Emard, 


Mr. Horner (Acadia), 
Mr. Howe (Wellington- 


Mr. 


Mr 
Mr 
Mr 


Huron), 

Jamieson, 

. Leboe, 

. McWilliam, 

. Nowlan, 
(Quorum 13) 


Mr. Orlikow, 
Mr. Pascoe, 

Mrs. Rideout, 
Mr. Rock, 

Mr. Saltsman, 
Mr. Sherman, 
Mr. Southam, 
Mr. Stafford—24. 


R. V. Virr, 
Clerk of the Committee. 


| ORDER OF REFERENCE 


FRIDAY, November 3, 1967. 
Ordered,—That the name of Mr. Saltsman be substituted for that of Mr. 
Schreyer on the Standing Committee on Transport and Communications. 
Attest. 
ALISTAIR FRASER, 
| The Clerk of the House of Commons. 
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MINUTES OF PROCEEDINGS 


TUESDAY, November 7, 1967 
(8) 


The Standing Committee on Transport and Communications met this day 
at 9.45 o’clock a.m., the Chairman, Mr. Macaluso, presiding. 


Members present: Mrs. Rideout and Messrs. Allmand, Andras, Bell (Saint 
John-Albert), Byrne, Cantelon, Chatwood, Deachman, Lessard, Macaluso, Orli- 
kow, Pascoe, Rock, Saltsman, Sherman, Southam, Stafford (17). 


Also present: Mr. Groos, M.P. 


In attendance: Representing the Canadian Federation of Mayors and Munic- 
ipalities: Mr. Lovell C. Carroll, Q.C., Counsel; Mr, Henry A. Lawless, Exec- 
utive Director; 


Representing the Association of Ontario Mayors and Reeves: Mr. J. 
Palmer Kent, Q.C., Counsel; Mayor Lester Cooke, Barrie; Mayor William Den- 
nison, Toronto; Reeve Roger Prevost, North Plantagenet; Mayor Garnet 
Newkirk, Chatham, Ontario. 


The Committee resumed consideration of Bill C-104. 
On motion of Mr. Cantelon, seconded by Mr. Byrne, 


Resolved,—That Mr. Lessard be re-appointed Vice-Chairman of the Com- 
mittee. 


Mr. Lovell Carroll presented an oral summary of the brief on behalf of 
the Canadian Federation of Mayors and Municipalities. Thereafter he and 
Mr. Lawless responded to questions of the Members. 


On behalf of the Association of Ontario Mayors and Reeves, Mr. Kent read 
their brief. The other representatives made additional statements and were 
questioned thereon. 


On motion of Mr. Bell (Saint John-Albert), seconded by Mr. Chatwood, 


Resolved,—That the brief of the Canadian Federation of Mayors and 
Municipalities be printed as an appendix to this day’s Minutes of Proceedings 
and Evidence (See Appendix A-8). 


At 12.05 o’clock p.m., the meeting adjourned to the call of the Chair. 


Fe Meo VIEts 
Clerk of the Committee. 
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| Tuesday, November 7, 1967. 


e (9:50 a.m.) 
The Chairman: Mrs. Rideout and gent- 
Jemen, before we resume consideration of 


Bill C-104 would someone move a motion to 
re-elect Mr. Lessard Vice-Chairman of this 
Committee. Re-election of the Vice-Chairman 

is a procedural requirement from time to 

time. 
Mr. Cantelon; Mr. Chairman, it has always 
been my great pleasure to nominate Mr. Les- 

-sard, and I do so again. 


_ The Chairman: I knew that, Mr. Cantelon, 


and I was waiting for your motion. 


_ Mr. Byrne: I second the motion. 
Motion agreed to. 


| The Chairman: We have for consideration 
this morning a brief submitted by the 
Canadian Federation of Mayors’ and 
Municipalities on what is now Bill C-104, 
‘formerly Bill C-239. We have with us Mr. 
Lovell C. Carroll, Q.C., Counsel, and Mr. 
Henry Lawless, Executive Director. 


_ Before hearing the brief I should point out 
,to members of the Committee that the ques- 
tion of expert witnesses is now being looked 
Into. We have received a letter from one 
consulting firm offering their services and 
this will be taken up with the Steering 
Committee. 


Mr. Carroll, we will now hear your 
| presentation. 

| Mr. Lovell C. Carroll (Counsel for the 
Canadian Federation oof Mayers and 


Municipalities): Mr. Chairman, ladies and 
gentlemen, this is called a brief by the 
Canadian Federation of Mayors and 
Municipalities. and it is as stated, a very brief 
| brief. 

| When Bell sought by its Bill presently 
_before your Committee to enlarge its powers 
| we were concerned that such enlargement 
| would be done without prejudice to the 
rights of the municipalities I represent. 


_ Section 378 of the Railway Act gives sub- 
‘Stantial powers to The Bell Telephone Com- 


EVIDENCE 


(Recorded by Electronic Apparatus) 


pany of Canada and also to the municipali- 
ties. It refers only to telegraph and telephone 
lines. It does not refer to the word “telecom- 
munication”. On the other hand The Bell 
Telephone Company of Canada has sought 
through Bill C-239, which is now Bill C-104, 
to extend its powers to not only telephone 
and telegraph wires but to telecommunica- 
tions and all our amendment seeks to do is to 
have the appropriate clause 11 of Bill C-104 
amended by replacing the word “incurred” at 
the end thereof by the following: 
“incurred; and Section 378 (except sub- 
section 1) of the Railway Act shall apply 
to the Company insofar as line or lines 
of telecommunication are concerned.” 


That will mean that after that amendment 
has gone through... 


An hon. Member: If it goes through. 


Mr. Carroll: If it goes through—you will 
excuse counsel for being optimistic but I am 
because Bell Telephone has agreed to this 
amendment. 


The Chairman: But that does not neces- 
sarily mean the amendment will go through, 
does it Mr. Carroll? 


Mr. Carroll: No. However, if, as and when 
this amendment goes through it will mean 
that all the powers of The Bell and the 
powers and rights of the municipalities under 
section 378 of the Railway Act will extend 
not only to telegraph and telephone lines but 
also lines of telecommunication. That is all I 
have to say on that point. 

Now subsequent to my mandate with 
regard to this point I was asked to write an 
opinion which I gave to the Canadian Feder- 
ation of Mayors and Municipalities and I 
received no mandate to bring before the 
board any of the points contained in my 
letter until this morning. I now have a man- 
date from the Canadian Federation of 
Mayors and Municipalities to make a further 
point and that is with regard to clause 4 of 
the bill before this Committee relating to the 
repeal of section 2 of chapter 39 of the Stat- 


167 


168 


utes of 1957, the purpose of this repeal being 
to allow Bell to issue its capital stock without 
any approval of the Board of Transport 
Commissioners for Canada as is presently 
required. 

Now I have this to bring before the Com- 
mittee on this point. The Board up to May 
1966 allowed a permissive level of earnings 
in terms of dollars per share. In May, 1966 
the Board changed the basis of regulation 
and stated that rates generating a rate of 
return of from 6.2 per cent to 6.6 per cent on 
total invested capital were just and reasona- 
ble. When the basis was so many dollars per 
share, that is $2.43 per share from 1958 to 
1966, the issue price of each share was of 
vital concern to the telephone subscribers. 
Now that the level of earnings is related to 
total invested capital, the issue price becomes 
more irrelevant. If shares are issued too low 
in price compared to past issues, the average 
invested capital is lower and, as permissible 
returns are based on total invested capital, 
the earnings per share may be lower but 
rates paid by subscribers will not be affected 
as they are predicated on the permissible 
returns on total invested capital. However, it 
may be that if Bell issues many shares to the 
public or its own employees at prices lower 
than they could have issued them having 
regard to all the circumstances and this 
resulted in lower earnings per share although 
Bell earned the same permissible return on 
total invested capital, the decline in earnings 
per share might result in such decline in 
market prices as would, in turn, result in a 
still lower price of issue and this, in the long 
run, might make financing more costly than 
it otherwise would have been and lead Bell 
to demand a higher rate of return which 
would require higher telephone rates. It 
would also appear that the terms of issue of 
any preferred shares should also be subject 
to approval by this Board. There is no 
dominion securities act to regulate the issue 
of securities by Bell. I am therefore of the 
opinion that clause 4 of Bill C-104 should be 
contested and I now repeat that contestation. 


The Chairman: Mr. Carroll, when you say 
“contested” do you mean that in your view it 
should not be granted. 


Mr. Carroll: Yes. The power to issue shares 
without the control of the Board of Transport 
Commissioners should not be granted. I 
might add that I have been counsel for the 
municipalities since 1950 in these cases and 
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this is my considered opinion arising from 
my experience over those years. 


The Chairman: Thank you, Mr. Carroll, 
The witnesses are open for questions. 


Mr. Bell (Saint John-Albert): On a matter 
of clarification, we also have, although it has 
not officially come before us, the brief from 
the Association of Ontario Mayors and 
Reeves. 


The Chairman: They will follow right after 
the Canadian Federation of Mayors and 
Municipalities. 


Mr. Bell (Saint John-Albert): The reason 
for my question is just for clarification. As 
the second objection you gave seems to be. 
almost identical in words to what they have 
in their brief, has there been contact or com- | 
munication between you? 


Mr. Carroll: I think what happened is that. 
after I gave my opinion to the Canadian 
Federation of Mayors and Municipalities that 
opinion was probably passed on to the other 
federation, as the result of which they pre- 


pared their brief. I think that is what 
happened. 
Mr. Bell (Saint John-Albert): In other 


words, you do not feel that the directors and 


shareholders themselves would necessarily 
act in the proper way? 
Mr. Carroll: I am not concerned with 


whether they do or not because it is difficult 
to set any board completely in charge of such 
a thing. All I am concerned with is that it 
may be that if these shares are fixed in fact 
lower than the market would otherwise indi- 
cate, there will be such a dilution of capital 
and although they will still earn on their 
invested capital the rate of return fixed by 
the Board, the earnings per share might 
decline and that would, in turn, in so far as 
the ordinary innocent investor is concerned, 
indicate a less attractive price and result in a 
decline in the market which, in turn, would 
lead to Bell having difficulties in financing. 


Another thing I might mention is that 
under the law as it presently exists, before 
this Bill was brought before you, there was a 
provision in acts applying to the Bell Tele- 
phone Company that once the share price 
was fixed by the Board, then it became val- 
idly issued and you could not contest the 
consideration for which it was issued. They 
will no longer have that protection, and I am 
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very surprised that they have asked for this 
right. 


e (10:00 a.m.) 


Mr. Bell (Saint John-Albert): You are still 
at the whims of the market though, and you 
are just saying that the judgment of the 
Board of Transport should also be involved 
in decisions of this kind, in addition to what 
the directors and shareholders think. 

Then I will ask one question, Mr. Chair- 
man. The first point made by Mr. Carroll was 
his suggestion that the word “telecommunica- 
tions” be added in this amendment. You are 
not in any way giving approval to this 
extra privilege that they want under tele- 
communications... 


Mr. Carroll: No, no. 


Mr. Bell (Saint John-Albert): ...it is just 
that you feel that this amendment should be 
made if it is made in the other case. 


Mr. Carroll: Yes; I have no mandate on the 


- other point. 


The Chairman: Mr. Groos. 


Mr. Groos: I was just thinking that it 
might be helpful—it would be to me at any 
rate—if you would run over that again. I 
think I understand it all right. 


An hon. Member: Yes, that is a good idea. 


Mr. Groos: Your statement suggesting that 
this should be repealed was based on the fact 
that there would be a cumulative effect on 
the depressing value of the shares if they 
were issued at below par rates based on the 


fact that the return is now based on the total 


investment. 


Mr. Carroll: Well, frankly speaking, up to 
1966 the Board fixed Bell’s earnings at so 
much a share; it was. $2.43 a share. Thus, if 
they issued more shares than would other- 
wise be necessary, there would be a dilution 
of capital and the shareholders would have 
to pay for it. So it was therefore very logical 
to have the Board’s permission as necessary 
in such cases; they would determine whether 
the shares were, as a matter of fact, issued at 
proper value in relation to the market price, 
the state of the market, and so on. 


Since 1966 the Board has changed that 


_method of establishing earnings, and it has 
fixed it from 6.2 per cent to 6.6 per cent 


return on the total invested capital. It would 
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therefore appear that it was immaterial 
whether there was a dilution of shares 
because if there were a dilution of shares 
Bell would still only be entitled to earn a 
maximum of 6.6 per cent on its invested 
capital; it would not matter how many shares 
were issued. But it might result in this situa- 
tion: the dilution of shares, while it would 
not change the return on the total invested 
capital, might result in the issue of more 
shares than otherwise would be necessary. It 
would appear to the public then that the 
earnings per share were declining because 
there would be more shares to dilute the 
equity. If the public saw that the value of 
Bell shares went down on the market, it 
would assume that Bell’s earnings were not 
adequate and would therefore be prepared to 
pay a less price in the market. 

Now, if that were the case, then Bell might 
face difficulties in financing. As you know, 
they have, up to now for many years, issued 
rights to purchase stock to the present share- 
holders. The shareholders might consider that 
while Bell’s earnings in invested capital 
remain constant, their earnings per share 
went down because of dilution of capital, and 
that they might pay a less price for their 
shares. It would therefore affect the market 
price, and it would therefore affect the 
return of Bell—the income which Bell 
received from the sale of its rights. 


Mr. Groos: You seem to have had some 
consensus with Bell with regard to the first 
amendment that you propose. 


Mr. Carroll: The first amendment, yes. 


Mr. Groos: Have you discussed with Bell 
the suggestion that you are putting forth? 


Mr. Carroll: No, I have contacted Bell for 
that, but I received only this mandate with 
regard to the second point just before I was 
called before the Committee. 


The Chairman: Well, Mr. Carroll, concern- 
ing what Mr. Groos has said, I would point 
out to you that it is an oddity that a brief 
directed to this Committee has been forward- 
ed to Bell—and I do not particularly mean 
Bell, but the opposite party presenting a 
brief. It is the usual practice of this Commit- 
tee, and perhaps we should put this on 
record, that cnce briefs are sent to this Com- 
mittee they are held confidential and not 
made public. In this particular case, it is not 
that it is so important, but it is a matter of 
procedure and practice. We make it a prac- 
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tice not to make public any briefs that are 
sent to this Committee until such time as the 
witness has presented them to the Commit- 
tee. I hope in future this will be the case 
with all briefs; otherwise it will break down 
our system of confidentiality of briefs until 
they are presented by the witnesses them- 
selves. We did feel that was an unusual prac- 
tice in this case. 


Are there any other questions? 


Mr. Cantelon: I have a supplementary 
question with respect to this line of question- 
ing. I am just wondering why Bell would 
follow a policy that, in effect, would cause it 
difficulty in financing? 


Mr. Carroll: Well, in many years of con- 
testing Bell’s demands, I have often won- 
dered myself why certain things were done. 
One of the main reasons why Bell is request- 
ing this, I imagine, is because of the time 
factor. It takes time to prepare a brief to the 
Board to get their permission to sell stock 
—they may miss the market, and so on—and 
they feel that now the basis of providing for 
Bell’s earnings is 6.6 per cent of invested 
capital, it is immaterial how many shares are 
issued. All I point out to the Committee is 
despite the fact that is true, it might cause a 
diminution in the earnings per share which 
would affect the public’s consideration of the 
stock and affect the price. 


Mr. Cantelon: I understand that very well, 
but you say the end result of this policy 
would be that it might make it very difficult 
for them to finance. Well, why would a board 
of directors and the Company management 
pursue a policy that might get them into that 
difficulty? I cannot see where there would be 
any particular advantage to Bell in causing a 
decrease in effect in the value of their shares. 


Mr. Carroll: No, there certainly would be 
no idea that it would be done deliberately or 
anything like that, but markets are such— 
and they are getting more volatile all the 
time—that my feeling is that it would have 
this effect. 


Mr. Southam: Mr. Chairman, could I add a 
supplementary question here to Mr. 
Cantelon’s? 


The Chairman: Well, we have had three 
supplementaries, Mr. Southam, but I will let 
you have one, although we do not make it 
our practice to allow too many supplementar- 
ies on one question. 
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Mr. Southam: Well, it follows through with © 
what Mr. Cantelon said. If we recall, Bell 


Telephone were asking in their presentation 
to us for the right to sell preferred shares. 
Now, looking at this compared with common 


stock and what Mr. Carroll has pointed out, 
the diminutions, would there not be an inter-— 


locking factor there that with the diminution 


of common shares in value. The Bell could 


come back then, if they were granted this 
right for preferred shares, to ask for an 


increase in their rates to the public? Is there ~ 


any connection in this? 


Mr. Carroll: The Bell is always free to 
come before the Board and ask for an 
increase in rates and justify their application. 
I do not know whether they would do so 
merely because they have the right to issue 


preferred shares. I would think, on the other 


hand, that their right to issue preferred 
shares would result in their not asking for an 
increase, because to the extent that preferred 
shares were issued that would replace com- 
mon stock that would otherwise be issued, 
and there would be less earnings required to 
service the returns on the preferred shares 
than on the common stock. 


Mr. Southam: As a Committee, we have to 
think of the interests of Bell as well as the 
general public, and this is what I was getting 
at. 


The Chairman: Mr. Stafford. 


Mr. Stafford: I do not quite understand 
your point. Is it not correct that the money 
obtained from the sale of the shares, whether 
they are common or preferred, would be 
invested in the Company? 


Mr. Carroll: Yes. 


Mr. Stafford: And if it is invested in the 
Company there would be more invested capi- 
tal, and since there is a fixed return their 
profit would be bigger too; I do not quite see 
your point. f 


Mr. Carroll: Well, I feel that anything 
which disturbes the minds of the investors as 
a whole in the value of a company stock on 
the market, particularly a decline in earnings 
per share, although... | 


Mz. Stafford: I do not quite see that point, 


though. How could it be a decline in earnings 


per share provided Bell used the money they 
obtained from the sale of these shares to 
invest in the Company? I do not see your 


point at all. I see it indirectly, but if they 
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invest this money back in the Company and 
they get their 6.6 per cent return, then natu- 
rally there is a bigger total profit even 
though it is divided up into more shares. 


Mr. Carroll: Yes, but then they get a 6.6 
per cent return on a greater number of 
shares than would otherwise be issued. 


Mr. Stafford: But they are getting it on a 
greater number of dollars because there is 
more invested capital. I take it that Bell 
Telephone is putting this money into the 
Company, and since they are using all the 
money they obtain on the sale of the shares, 
there would be a bigger profit divided into 
more shares. Is it not the same thing as 
taking a smaller profit into a smaller number 
of shares? What difference does it make? I 
cannot see your point at all. 


® (10:10 am.) 


Mr. Carroll: If you have the same amount 
of dollars coming in— 


_ Mr, Stafford: But you would not. You are 
using an enalogy that just would not work, 
because you get more money. Bell Telephone 
is certainly going to make use of their full 
advantage here and take the percentage they 
are allowed of their total invested capital. 
They are certainly not going to take it as it 
existed before the last sale of stock. 


Mr. Carroll: Perhaps you had better get 
advice from your accountants on the math- 
ematics of this. I am persuaded that my 
intention is correct and that where you have 
a mass of money coming in, which is a 
return of some 6.6 per cent on total invested 
capital, it makes a big difference whether or 
not you divide that into so many shares. If 
you divide it into a greater number of shares 
then there is going to be a return of earnings 
to share less than there would otherwise be. I 
cannot do more to persuade you of that than 
I have already stated. 


| 
| 
| 


| Mr, Stafford: Yes; but if Bell Telephone 
sells more shares they actually have more 
. to invest; and you will agree that the 


6.6 per cent on the additional... 
| 


| Mr. Carroll: They are selling it at a lower 
price. 

_ Mr. Stafford: ...amount, added to what 
they had before, will give you a greater 
profit and that you are actually dividing that 


up in the number of shares? 
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The Chairman: The point concerning 
clause 4 that really needs clarification to me 
in your presentation, Mr. Carroll, is that you 
do not wish to see the Board of Transport 
Commissioners, or the new Canadian Trans- 
port Commission, released from the regula- 
tion about the selling of stock. Is that really 
the nub of it? 


Mr. Carroll: Yes; that is it. 


Mr. Reck; Mr. Carroll, this question has 
very little to do with your brief, but I would 
like to know whether there have been any 
complaints from municipalities regarding, 
say, the real estate tax or the valuation of 
The Bell Telephone Company’s apparatus, 
lines and buildings? 


Mr. Carroll: I know nothing about that. 
Perhaps Mr. Lawless can tell you. He is the 
Executive Director of the Canadian Federa- 
tion of Mayors and Municipalities. 


Mr. Rock: Yes; I know him very well. 


Mr. Henry Alan Lawless (Executive Direc- 
tor of the Canadian Federation of Mayors 
and Municipalities): Mr. Chairman, if I cor- 
rectly understand the question—please cor- 
rect me if I am wrong—this matter may have 
relation to a particular situation that exists 
in the Province of Ontario as a result of the 
existence of section 13 of the Assessment Act 
of Ontario. That provides for a limitation on 
the extent of municipal taxation of Bell 
property, which is set, if I recall, at 5 per 
cent of 75 per cent of the Company’s gross 
receipts. We, as a Federation, know that this 
situation exists in Ontario. We also know 
that it exists as the result of tax rental 
agreements between the Province of Ontario 
and the Government of Canada, made, I 
believe, in 1947. We know the situation is of 
great concern to municipalities in Ontario. It 
exists only in the Province of Ontario. 


This is really all I can say on the matter. 
We know it does actually contain... 


Mr. Rock: Is not the sales tax that is 
imposed on calls in Quebec equal to the 
assessment of the receipts in Ontario? 


Mr. Lawless: My answer to that would 
have to be that I really do not know. I would 
have to look at it much more closely. 


Mr. Rock: Do you feel that, say, the 
municipalities in the Province of Quebec are 
satisfied that The Bell Telephone are paying 
their fair share of assessment in taxes and 
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valuation on their apparatus and telephone 
lines? 


Mr. Lawless: I certainly could not answer 
either yes or no to that. 


Mr. Rock: I wish to come back to Mr. 
Carroll and this subject of the shares that we 
were discussing previously. Do you not feel 
that when The Bell Telephone Company, 
with the new powers, sell more shares this 
will be for the purpose of expansion, and, 
because they are expanding, they are going 
to make more money; and, therefore, the 
return on the shares will be possibly the 
same and perhaps even more than in the 
past? Do you not feel that the shares will 
drop because more of them are issued, but it 
is because of the need for the expansion of 
the Company with the growth of the country 
that they do need this finance and there will, 
therefore, be no foreseeable reduction in the 
value of, or the return on, the shares? There 
never has been before. They have always 
expanded. 


Mr. Carroll: Well, no; if you examine the 
history of Bell you will see that there has 
been quite a change. It has varied from time 
to time. They have gone down from previous 
earnings. It is very idle, I think, to hypothe- 
cate any decision on the view that Bell will 
expand completely in an upward line, or that 
the country will. We have to deal here with 
the considerations or arguments you should 
normally apply to a situation as it exists. 


I feel that if they were permitted to issue 
shares at any price they desired, without the 
control of the Board, there might be a situa- 
tion where, theoretically, they would, due to 
the fact of a decline in business and reces- 
sion, have to issue twice as many shares as 
would otherwise be the case in an expanding 
Situation. That would result in extra money 
coming in. They would still have their same 
earnings and invested capital, but if you take 
that invested capital and dilute it by twice as 
many shares you are obviously going to have 
less earnings per share. I cannot see any 
other way out of that mechanical dilemma. 


I have great hope in the future of Bell and 
it will undoubtedly grow with the country, 
but I cannot at the present time prophesy 
what effect that will have on the issue of 
shares. 


The Chairman: Mr. Orlikow, I missed you 
previously. 
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Mr. Orlikow: Mr. Chairman, the question | 
which I want to ask is not directly dealt with | 
in this submission. Mr. Carroll, the discussion — 
we have had may be very relevant to the 
submissions made by your organization to. 
the Board of Transport Commissioners on the 
last occasion that Bell asked for an increase 
in rates. 


Mr. Carroll: It was not for an increase in 
rates; they asked for a change in the method 
by which earnings would be calculated, from 
so much per share to so much return on total 
investment transacted. 


Mr. Orlikow: In your submission, as I 
remember, you made the point that Bell, over 
the three or four years since their earlier) 
request for an increase, which they were 
granted, had made substantially more than 
the Board had granted them and that they 
were really asking for a retroactive increase | 
which they had already taken. Could you 
briefly summarize that? I think it is impor- 
tant in terms of what we do in the future. 


Mr. Carroll: In the 1958 judgment, if my 
memory is correct, they were allowed $2.43 | 
per share. Subsequent to that, without any) 
demand for a rate increase or for a change in 
the permissible earnings, they as a matter of 
fact earned more. That is what caused the) 
Board, after a while, to call a full hearing on. 
the method by which Bell shares should be 
calculated. 

I appeared for the Canadian Federation of 
Mayors and Municipalities on that occasion. 
Bell were seeking a seven per cent return on 
overall invested capital, but we considered 
that they should be satisfied with a great 
deal less. We did not, however, contest the 
past increase in earnings which they had 
actually experienced above what they were 
allowed by the Board, because taking the 
earnings per share over a period of 10 years 
and averaging them out there were some 
years in which they had earned less than 
allowed by the Board, and we figured that, as 
a whole, it would be better not to contest the 
past. 


Our conversation was, therefore, with 
regard to the future; and the Board held 
subsequently, in 1966, that the earnings 
should be between 6.2 and 6.6 per cent per 
share on total invested capital. That would 
mean, when you take into consideration that 
40 per cent of their capital is in the form of 
bonds requiring a return of only 4.2 to 5 per 
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‘cent at the time, that over all their issues the 
‘return in equity would, of course, be greater, 
but not to the extent which they requested. 


Mr. Orlikow: You say that they had been 
authorized to earn a return of $2.43 per 
share. How much had they been making? 


© (10:20 a.m.) 


Mr. Carroll: I have not got the figures 
before me. However, Mr. de Grandpré, Vice 
President—Law, of Bell, is present. My mem- 
ory does not serve me well but it was some- 
thing like $2.85 or $2.80 per share, an amount 
substantially above what they were permit- 
ted to earn but, as I say, when you take 
‘Bell’s lesser earnings in the previous 10 years 
it averages out to about $2.43 per share, and 
for that reason we did not contest what had 
happened in the past. 


Mr. Orlikow: Have you people looked at 
‘the earnings since the board approved the 
latest rate structure? 


Mr. Carroll: Yes. I noticed the other day 
that in the latest quarter they earned 82 
cents per share which, if you multiply that 
| by 4 cents—which may not be correct 
‘because they have seasonal variations in 
‘traffic—would produce earnings of four times 
[ee or $3.28 per share. I do not know 
whether that is within the 6.6 per cent on the 
total invested capital which is set by the 
Board because we have no way of calculat- 
‘ing that. That is done on the basis of an 
averaging out per month of the total capital, 
‘taking into account the bond and rat® issues. 
‘I would think it was perhaps a little bit more 
than the 6.6 per cent. In situations such as 
‘these I do not think it is advisable for either 
‘the Board or the municipality to object when 
‘there is a slight variation above and beyond 
these invested interests. 


f 
? 


_ Mr. Orlikow: But if the earnings over a 
period of a year or two or three are more 
than the allowable rate set by the Board, 
| Obviously there should be a reduction in rate 
| charged to the consumer, should there not? 


| Mr. Carroll: Yes, that is right. That is why 
HI suggested to the Board at the last hearing 
‘that there should be a public utility ombuds- 
‘man appointed whose job it would be 
, throughout Canada—it could even be set up 
province-wide or Canada-wide—to keep up a 
‘continuing survey on what is going on so 
‘that in this way they could represent the 
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public. At times the public is not represented 
adequately at any of these hearings. Howev- 
er, we are getting a little far afield. 


The Chairman: Not really. 


Mr. Salisman: If I interpret you correctly, 
you believe the Board of Transport Commis- 
sioners should have a look at the issuing of 
shares. In the light of the history of the 
Board of Transport Commissioners, do we 
have any reason to be confident that their 
judgment will be any better than Bell’s or 
would it even vary from Bell’s? 


Mr. Carroll; I have never been retained to 
Oppose an issue of Bell stock as such or to 
state an opinion or produce witnesses as to 
the value of the stocks. Furthermore, I can- 
not form an opinion on the competency of 
boards. I may have my private opinion from 
ime to time on certain boards but I am not 
referring to the present Board. 


Mr. Saltsman: I would like to ask a gener- 
al question. Suppose Bell were given the 
power that it seeks, that of buying other 
companies, and with that power they were to 
buy into companies that had heavy deprecia- 
tions or tax losses and, as this would be 
reflected in their over-all position and in less 
return on capital, they would be getting an 
appreciation of assets for the long run 
although lower profit in the short run, and 
they then came to the Board of Transport 
Commissioners asking for an increase in 
rates on their telephone operations in order 
to bring them up to their allowable profit. 
Would this have an adverse effect on tele- 
phone users or do you see this as a 
possibility? 


Mr. Carroll: That is quite a question. We 
had the same question arise in the case of 
the CPR respecting railway earnings and 
non-railway earnings. Up to the present I 
have been quite satisfied with Bell’s earnings 
on its strictly non-telephone business. North- 
ern Electric is a wholly-owned subsidiary of 
Bell and we tried to ascertain in the last rate 
case the exact proportions of earnings which 
Northern and Bell earned and were not able 
to get at these figures. 


The Chairman: You were not able to get at 
the figures? 


Mr. Carroll: No. At least not in any way 
that was satisfactory to us because of the 
technical point that Northern Electric is not 
really controlled by the Board even though it 


174 


is a wholly-owned subsidiary of The Bell 
Telephone Company of Canada. However, it 
was shown that in so far as the pay-out of 
Northern Electric is concerned on dividends 
to Bell the return which Bell was securing on 
such dividends was at least as high as the 
return which it was seeking in this total 
invested capital. Therefore, to the extent that 
those dividend payments—the returns to Bell 
from Northern Electric—were greater than 
Bell was seeking to secure from its subscri- 
bers, it was in the interest of the subscribers. 
If the reverse situation takes place or 
because of the acquisition of other compa- 
nies The Bell Telephone Company subscri- 
bers are affected, then we would take some 
other view. 

Bell, you see, only benefits from the divi- 
dends received from Northern Electric but 
from the fact that the earnings above divi- 
dends are ploughed back into Northern Elec- 
tric and thus build up the value of Northern 
Electric. There are many considerations to be 
taken into account before a decision can be 
reached on what should be done. I would 
assume that eventually if Bell goes into 
many fields which are not very closely relat- 
ed to telephone subscribers as such that a 
situation will arise where there will be some 
call for a division of their business into 
purely telephone and non-telephone business. 
I do not see that for the immediate future. 


Mr. Saltsman: You feel that can happen? 
Mr. Carroll: Yes. 


The Chairman: Under clause 8, what they 
are asking for now? 


Mr. Carroll: Yes, it could. 


Mr. Salisman: I would like to pursue this a 
little further. I am not completely clear on 
your position. It is possible, though, if Bell 
wanted to trade off immediate growth for 
long-term capital appreciation that they 
could embark on a program of having, in 
effect, telephone subscribers subsidize the 
acquisition of other companies? 


Mr. Carroll: Yes, I suppose such a situation 
could arise but I would think the opposite 
situation is more likely to occur, that they 
would be in a position to earn such high 
rates of returns on other than purely tele- 
phone business that it would really help the 
subscribers. 


Mr. Saltsman: I agree that probably the 
opposite situation would arise, but let me put 
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this question to you. Do you think it is neces- 
sary to put some provisions in this Bill to 
make sure that Bell does not use its power to 
acquire other companies at the cost of the 
telephone subscribers? 


Mr. Carroll: No, because I do not think 
such a provision can be worked out in gener- 
al terms in order to have any significant 
meaning. I think the situation had better be 
left to the Committee, which meets from time 
to time on telephone matters, and to the 
Board itself. The Board might be requested 
by this Committee to ascertain from time to 
time the effect which Bell’s operations that 
are not strictly telephone are having on the 
subscribers. Of course, in any rate case they 
would be looking into the question anyway. 


Mr. Saltsman: But the Board, has no con- 
trol on other than Bell’s operation as such, is | 
that not right? They do not have it on North- 
ern Electric. 


Mr. Carroll: That is true but the Board, 
while fixing rates under the law as it is now, 
is in a position where it can recommend to 
higher authorities what in their opinion 


The Chairman: Unfortunately that has not 
been the case. 


Mr. Salisman: Is it possible to make a clear 
separation between the two kinds of activi- 
ties to assure the public that this kind of 
subsidization will not take place, or will only 
take place when their earnings in the other 
areas are better than their earnings in the 
telephone operation? 


Mr. Carroll: I think it would be very diffi- 
cult from a purely technical point of view to 
define telecommunications in the sense that it 
is not telephone, and so on. From another 
point of view, Bell is constantly, and quite 
properly, experimenting in seeking what 
fields it should go into. It is a situation which 
is changing every day with advances in tech- 
nology and that is why I think some flexibili- 
ty is required at the present time. I have not 
formed any opinion on whether you should 
limit. it or not but, as I say, it is a very 
difficult problem. 


Mr. Saltsman: Thank you. 


Mr. Groos: I am merely asking for an 
opinion. It seems to me that it is very diffi- 
cult, regardless whether you are trying to 
calculate the earnings on an annual per 
share basis or on capital investment, to keep 
this a steady figure. And what period of time 
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would you yourself feel would be a fair 
period to average these out so that you could 


- come up with a figure upon which you would 


then base your readjusted rates to your 
subscribers? 


e (10:30 a.m.) 


Mr. Carroll: It is very difficult to assess 
what the period should be. Again you need 
great flexibility. You may have a five-year 
period in which there are tremendous 
dynamic changes in the growth of the Com- 
pany and another period where it is practi- 
cally stagnant. You cannot fix any period. 
The Bell Telephone from time to time finds it 
is not earn ng enough so it applies for rate 
increases. That brings it to a head. In the last 
case The Bell did not do that but the Board 
felt that they had received permission to 


earn $2.43 a share in 1958 and were certainly 


earning more and that it was time for a rate 
matter. And again I say the public should be 
protected by a public utility ombudsman who 
constantly has his finger on it. You cannot 
expect municipalities to do it. It is not really 
part of their role at all. 


The Chairman: Would you not say a com- 
munications committee would have more 
power than a public utilities ombudsman— 
a government agency like the FCC in the 
United States? 


Mr. Carroll: No, I think a public utilities 


ombudsman would. His job would be to 


ascertain from day to day just what was 
going on in public utilities throughout the 
country. 


The Chairman: Well, the FCC is a public 


_ utility ombudsman really, is it not? 


Mr. Carroll: No. 


Mr. Groos: If I could just continue with 
my questioning, Mr. Chairman. 


Mr. Carroll: It is like the present Board. It 
is in the position of being judge, and it is 
very hard to be both judge and prosecutor at 
the same time. 


Mr. Groos: So you would say that this was 
a weakness of the old system; that there was 
no sort of base time period in which to fix 


| this. 


Mr. Carroll: That is right. 


Mr. Groos: And the weakness has not been 


_ changed by the change that was made last 


' year. 
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Mr. Carroll: No. I think there should be a 
more regular review of these situations but it 
can be brought to a head by a public utility 
ombudsman whose job it would be to see if 
they are earning too much, or too little or if 
certain changes are required. Perhaps their 
non-telephone business is acquiring such pro- 
portions as to prejudice telephone subscribers 
and it is very hard for a board to act as both 
judge and prosecuter at the same time. 

This applies to railroads, it applies to pipe 
lines, it applies to everything that is regulat- 
ed by public funds. 


Mr. Groos: This may be an unfair ques- 
tion, so please say so if it is. Have you any 
idea how the earnings of Bell, with respect to 
their telephone system, compare with the 
earnings of other telephone companies across 
the country? 


Mr. Carroll: In the case of B.C. Telephone 
the Board fixed approximately the same 
maximum rate of 6.6 per cent on the total 


invested capital. Is that not true, Mr. de 
Grandpré? 
Mr. A. J. de Grandpré (Vice-President, 


Law, The Bell Telephone Company of Cana- 
da): Yes. 


Mr. Carroll: Other telephone companies, at 
least a great many of them, do not come 
under the Board. 


Mr. Groos: Yes, they are private. 


Mr. Carroll: They come under provincial 
boards and so on. And there, I cannot tell 
you what the earnings are. 


Mr. Groos: Where they would pay no taxes 
at all, if they are porvincially owned. 


Mr. Carroll: No. Not necessarily provincial- 
ly owned. They are all owned by individuals 
and they pay regular taxes so far as I know. 


Mr. Groos: I think some of them are owned 
by provinces, are they not? Therefore these 
provincial companies pay no... 


Mr. Carroll: I can tell you what I know 
about Quebec. There are a great many pri- 
vate telephone companies in Quebec. So far 
as I know they pay taxes but I do not 
think their rates are regulated nearly as 
much as the Board of Transport Commis- 
sioners regulates. 


Mr. Groos: Thank you, Mr. Chairman. 
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The Chairman: Mr. Deachman. I will come 
back to you later, Mr. Rock. We are getting 
too many supplementaries. 


Mr. Deachman: Mr. Chairman, I just want 
to return for a second to this ombudsman 
theory. Are you suggesting, sir, that you 
would have a structure which would consist 
of the new ‘Transport Commission which 
regulates Bell and then you would have an 
ombudsman over the top of that? I hope you 
know what the Transport Commission is 
doing. 


Mr. Carroll: No. I will tell you what the 
situation is exactly. 


Mr. Deachman: Who would he serve? 


Mr. Carroll: I will tell you what the situa- 
tion is exactly. In the cases I have acted for 
the public vis-a-vis The Bell Telephone Com- 
pany since 1950, I am appointed perhaps two 
weeks before the case starts and I have to 
ask for an increase—I have no staff, I have 
no accountants, I have no experts or any- 
thing at all. Sometimes nothing is done. 
There should be a Board of Transport Com- 
missioners, or whatever you are going to call 
it, which is going to decide on _ the 
regulations. 


Mr. Deachman: We have that now. 


Mr. Carroll: You have that now. What you 
need is a public utility ombudsman with a 
staff of accountants lawyers and professional 
experts who, like the various boards which 
regulate rates throughout Canada, have a 
function of representing the public and 
studying the situation as it arises. Then if 
they come to the conclusion that Bell, or 
some other regulated utility, is earning too 
much, they step into the picture. They make 
an application to the proper board, they have 
a rate hearing, and they move in with the 
rate hearing. 

In the States that is sometimes done by 
the Commission themselves. They have Com- 
mission counsel, Commission experts who are 
under the Commission but still apart from 
them. They have the right to cross-examine 
witnesses. Our boards do not have counsel 
to cross-examine. They have counsel to advise 
but very few of them have counsel to cross- 
examine. You need a judge, the board which 
will regulate it, and you need a public utility 
ombudsman to represent the public to see 
that the public interest is carried out; it is 
made clear at these hearings. 
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Mr. Deachman: When the Transport Com- 
mission was established—and almost all the 
people who are in this room today were 
sitting here when that Board was _ estab- 
lished—it certainly was made clear time and 
time again by those who were involved, the 
government, that the establishing of that 
board was for the purpose of protecting the 
public, and not for protecting common carri-— 
ers and pipe lines and the like and regulating 
them per se. It was there to look after the 
public interest. This was written right into 
the Act. Now you are suggesting that what 
we need is something else to look after the 
man who is looking after the public interest. 
I think you are just piling regulator on 
regulator. That is all I have to say, Mr. 
Chairman. 


Mr. Saltsman: Am I correct in assuming 
that you do not think that the Board of 
Transport Commissioners is now acting in a 
way that protects the public interest and that 
you are therefore calling for an ombudsman 
to do this job? 


Mr. Carroll: Not at all. In my experience 
with the Board of Transport Commissioners 
down through the years I have found them 
very dedicated and competent and doing a 
first-class job, but they have these limita- 
tions. They have the limitations of staff. They 
have a tremendous jurisdiction over many, 
many other varied activities apart from The 
Bell Telephone Company of Canada and I 
think that when counsel, like myself, inter- 
vene in these cases the Board is greatly 
helped because we bring in independent wit- 
nesses, independent arguments and so on. If 
you have nobody whose interest it is to 
represent the public then you have a hearing 
Where nobody acting for the public cross- 
examines any of the witnesses for example; 
nobody representing the public brings addi- 
tional witnesses and experts in to oppose 
those of The Bell if that is necessary. And 
that is true, I think, of every regulated... 


Mr. Saltsman: Do the Board of Transport 
Commissioners not have this power now? Do 
they not have the power to do exactly the 
things that you suggest should be done? 


Mr. Carroll: I think they have powers to 
call on expert witnesses and counsel and so 
on, but I do not know whether their staff and 


their budget is large enough to encompass 
that. / 
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Mr. Salitsman: Well, they have the power 
to ask for a larger budget and for the experts 
that they require, do they not? There is noth- 
ing inherently there that would prevent them 
from doing this. 


Mr. Carroll: No, but they are governed by 
the traditions of the past and this has never 
been done in Canada. 


The Chairman: Excuse me, Mr. Saltsman. 
When you say cross-examination, is that not 
a pretty poor procedure? From evidence given 
to this Committee already evidence is pro- 
duced to the Commissioners, and other 
adversary parties do not have a chance to see 
this evidence and cross-examine on evidence 
Piatt is presented in ‘camera ~ to the 
Commissioners. 


| Mr. Carroll: No. My experience of The Bell 
has been just the opposite. Long ago Bell 


| ac and I agreed to exchange... 
| 


The Chairman: I am not speaking of The 
Bell. I am speaking of such a policy, Mr. 
\arroll. Perhaps we are getting too far into 


the mode of operation of the Board of Trans- 
‘port Commissioners in that. 


Mr. Carroll: All I know is that in The Bell 
Telephone hearings, we exchanged printed 
copies of the testimony given weeks before 
and prepared a cross-examination from them, 
which leads to a very good type of 
| cross-examination. 


The Chairman: There are those of us who 
‘think the procedure followed by the Board of 
Transport Commissioners is very wanting 
and who hope for a new procedure and new 
CTC, Mr. Saltsman. 


_ Mr. Salitsman: Mr. Chairman, what I am 
trying to establish—and I hope Mr. Carroll 
will help me in this—is whether there is 
something unsuitable in our present arran- 
gements with the Board of Transport Com- 
missioners in terms of acting as a public 
ombudsman, and therefore we have to have 
another office created, or whether it is simply 


for one reason or another... 

e (10:40 a.m.) 

_ The Chairman: Mr. Saltsman, the Board of 
Transport Commissioners no longer exists as 
such. It was absorbed by the Canadian Trans- 
port Commission; it is the Railway Commit- 
tee of that Commission now. 


_ Mr. Saltsman: You are asking that a public 
ombudsman be created to do the work that 
the Beard of Transport Commissioners was 
supposed to have done in the past? 
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Mr. Carroll: Not at all. The Transport 
Commissioners primary job is to act as a 


judge in these matters and determine what 
the rate should be. I suggest that its func- 
tions as judge be maintained, but its func- 
tions as Crown Prosecutor or counsel and so 
on, be replaced by somebody whose position 
is entirely different, a public utility 
ombudsman. 


Mr. Salisman: How would this ombudsman 
acquire the information necessary to perform 
his function? 


Mr. Carroll: He would have the same 
rights as the Board to go into the regulated 
utility with his accountants from time to time 
and ascertain what the facts are and his 
counsel and various other members of his 
staff, the same way as the Board. 


The Chairman: A_ very interesting 
proposition. 
Mr. Salisman: And this access to those 


records would be sufficient to enable him to 
make a judgment on behalf of... 


Mr. Carroll: No, that same public utility 
ombudsman would also, I presume, through 
its economist be aware of all the judgments 
and all rate commissions throughout the 
States and throughout Europe, and be aware 
of the latest developments in regulations of 
utilities. He would be in a position to ask 
expert opinion from time to time as to what 
should be done. Now it is just left to 
municipalities to intervene. 


Mr. Salisman: My final question... 


Mr. Carroll: It is a ridiculous situation, it is 
no part of the real constitutional obligations. 


Mr. Saltsman: Who should set up this 
ombudsman? Who should be responsible for 
his actions? 


Mr. Carroll: The Parliament of Canada for 
the regulated utilities that come within his 
scope, such as telephone, pipe-lines and so 
on, and the provinces for the regulated utili- 
ties that come within their jurisdiction. 


Mr. Salitsman: Thank you. 


Mr. Sherman: Could I 
supplementary? 


The Chairman: Well, I have Mr. Rock on a 
supplementary. 


Mr. Rock: Yes, I would like to continue on 
the question that Mr. Groos raised. . . 


just.| ‘ask “a 
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The Chairman: One supplementary, Mr. 
Rock; that is the only reason I am giving you 
the floor right now. 


Mr. Rock: Yes, definitely .. 


The Chairman: Oh, I thought you were 
going to continue, you know. 


Mr. Rock: No, it is regarding the question 
by Mr. Groos. First of all, let me put it this 
way: Both in Quebec and Ontario and in 
other provinces, not including the Prairie 
Provinces, the telephone companies pay 
municipal taxes. Do you know whether in 
the three Prairie Provinces, because these 
telephone companies are owned by the prov- 
inces there, the provincial telephone compa- 
nies pay any taxes to the municipalities? 


Mr. Carroll: I cannot tell you, sir. 


Mr. Rock: You would not know either, Mr. 
Lawless? 


Mr. Lawless: The answer to that is that in 
some provinces I believe the situation would 
be where the telephone operations are a pro- 
vincial utility, grants in lieu of taxes would 


be made to the municipalities by the 
government. 
Mr. Rock: Do you feel that there are 


grants in the Prairie Provinces regarding the 
telephone companies? 


Mr. Lawless: I have the means to check this, 
but I believe this is so, yes. 


Mr. Bell (Saint John-Albert): I just want to 
ask Mr. Carroll whether what some of us 
have proposed for quite a while in these 
Committees—and it is on the record—would 
not satisfy him, at least to some extent, and 
that would be greater parliamentary control 
of these utilities companies over which we 
have jurisdiction, and a review every five 
years, say, with a full professional staff to be 
separate from the company itself and the 
Department, and under complete control of 
this Committee. Would this satisfy you? 


Mr. Carroll: Yes, but it still remains very 
anonymous. I prefer that they be exposed to 
the office of a public utility ombudsman 
whose very function would be to represent 
the public utilities. 


Mr. Bell (Saint John-Albert): For example, 
now... 


Mr. Carroll: The Board is in a very diffi- 
cult position to act both as judge and a 
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representative of the public at the same time. 
It is a very difficult position. 


Mr. Bell (Saint John-Albert): Well, for 
example, Industrial Wire and Cable worried 
about this loss of the board over the regu- 
latory control. But they were concerned not 
so much about the shareholder, but that the 
Company might deviate from its objects and 
purposes. They thought that the Board of 
Transport Commissioners, or someone 
through parliamentary control, should ensure 
Bell adheres to these. Is this a worry of yours, 
or are you mainly concerned with the share- 
holders? 


Mr. Carroll: 
regard to the expansion of Bell’s powers. 


The Chairman: Mr. Sherman has a supple- 
mentary question, and then we do have The 


Association of Ontario Mayors and Reeves » 


with us this morning, gentlemen. 


Mr. Sherman: I would just like to ask Mr. 


Carroll a question, Mr. Chairman. With its | 


obvious interest in questions pertaining to 
transportation and communications, did the 
Canadian Federation of Mayors and Munic- 
ipalities, either through you or any other 
officer, ever make a formal proposal to the 
government at the time the new Trans- 
portation Bill which was recently enacted 
was being drafted, and that legislation was 
being created and constructed? Did the Fed- 
eration of Mayors and Municipalities ever 
propose that there be a public utilities 
ombudsman established? 


Mr. Carroll: I do not think so, but in my 
final address to the Board of Transport Com- 
missioners in the 1966 case I spent some time 
on that point and recommended that the 
Board recommend to Parliament the creation 
of a public utility ombudsman. 


Mr. Sherman: But to your knowledge this 
proposal was never followed through or 
never articulated at the time the government 
was working on a draft of the legislation? 


Mr. Carroll: No. 
Mr. Sherman: Thank you. 


The Chairman: I want to thank Mr. Car- 
roll and Mr. Lawless for being with us this. 
morning and presenting a brief on behalf of 
the Canadian Federation of Mayors and 
Municipalities. Thank you, gentlemen. 


We will now move to the submission on 
behalf of The Association of Ontario Mayors 


I have no mandate with | 
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| 
-and Reeves. We have some other distin- 


guished witnesses with us. 

We have with us this morning, to present a 
brief by The Association of Ontario Mayors 
-and Reeves, to my immediate TIQHtMMLPEry, 
Palmer Kent, Q.C. Counsel; to his right is His 
Worship, Mayor Lester Cooke of Barrie, On- 
tario; to his right, Reeve Roger Prevost of 
North Plantaganet and to his right, at the 
end, is His Worship Mayor Dennison of the 
City of Toronto. 


Gentlemen, we are very pleased to have 
you with us—a very distinguished group of 
very important mayors and_ reeves. Mr. 
Cooke please? 


; 


| Mayor Lester Cooke (Barrie, Ontario): The 
Association of Ontario Mayors and Reeves): 
‘Thank you, Mr. Chairman, lady and gentle- 
‘men. First of all we want to express our 
appreciation to you for this privilege of com- 
ing before this Committee to present the 
vars: taken by The Association of Ontario 


Mayors and _ Reeves representing some 
600-odd mayors and reeves and, in the case 
here, 550 of those were 
represented at the meeting that empowers 
this group. Our concern, of course, principal- 
ly is that as The Bell Telephone Company 
has the privilege of conducting its business 
Within the municipalities it is considered to 


be a matter of interest to the municipalities, 


of members 


and our Counsel, Mr. Palmer Kent, will 
enlarge on our reasoning in this field. I think 
that very well expresses my introductory 
remarks, Mr. Chairman. 


The Chairman: Thank you, Mayor Cooke. 
Mr. Kent? 


Mr. J. Palmer Kent O.C. (Counsel for The 
Association of Ontario Mayors and Reeves): 
/ Mr. Chairman, ladies and gentlemen, I 
think it will save a little time if I may be 
oermitted to read this brief. 


| The Chairman: Yes, you may so long as it 
S$ a short brief. 


@ (10:50 a.m.) 


_ Mr. Kent: I think it answers a number of 
questions and it presents our position. I 
hould explain that this matter arose last 
bring when this Bill was before the House 
Commons and was brought to the atten- 
ion of the Executive of The Association of 
Intario Mayors and Reeves. After consider- 
og it very carefully they brought it to their 
‘nual conference. 
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At the 1967 annual conference of The As- 
sociation of Ontario Mayors and Reeves held 
on May 14, 1967, at Niagara Falls, the follow- 
ing resolution was submitted on behalf of the 
executive and was carried unanimously. 

WHEREAS The Bell Telephone Com- 
pany of Canada has introduced a private 
Bill in the House of Commons to increase 
its Capital Stock, to authorize it to issue 
Preferred shares, to authorize Ti, ttO 
enlarge its powers and scope in Canada 
or elsewhere, having regard for radio, 
television or other means of telecom- 
munication and for other matters; and 

WHEREAS Section 4 is an amendment 
to allow the Company to issue its Capital 
stock without the approval of the Board 
of Transport Commissioners for Canada; 
and 

WHEREAS your Executive recom- 
mends to this Association that steps be 
taken to express objection to this Bill 

THEREFORE BE IT RESOLVED 
TEA the incoming Executive be 
authorized to make such representations 
as they deem advisable to Oppose this 
Bill before the Committee of the House 
of Commons in order to protect the 
interests of subscribers. 


Membership in the Association consists of 
649 municipalities which contain about 93 
percent of the population of the Province of 
Ontario. Each member municipality is enti- 
tled to be represented at the Conference by 
the elected head of the Council, the Mayor, 
Reeve or Warden and at this conference 550 
municipalities were so represented. 

This Association appreciates fully the 
importance and value of the service rendered 
by Bell to the citizens of Ontario. These ser- 
vices are rendered in Ontario and Quebec 
and there are now close to five million tele- 
phones in the Bell System—I think phe ok: Fs 
passed this now. The Company is not a pub- 
lic utility but it has practically an exclusive 
franchise to operate in these provinces. Be- 
cause of this and because of the extensive 
use of the public streets and highways for 
communication purposes, the municipalities 
have been required traditionally to represent 
the subscribers and to see that the Slight 
limitations imposed by Parliament on its 
powers are observed and not exceeded. 

In 1929, when Parliament authorized an 
increase in the capital stock of the Company 
from $75 to $150 million it required that the 
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issue, sale or other disposition of such capital 
stock must be subject to the approval of the 
Board of Railway Commissioners for Canada 
as to the amount, terms and conditions of 
such issue. Again in 1948, Parliament 
approved a further increase but subject to a 
similar approval by the Boara of Transport 
Commissioners for Canada. Again in 1957, 
when authority was obtained fonea, Lurther 
increase in the capital stock up to $1 billion 
divided into shares of the par value of $25 
each, the following section was included— 
this is the 1957 Statute, chapter 39, which 
the present Bill is now asking should be 
repealed and no section be substituted for it. 

Our consideration is that this section 4 
should not only be taken out of the Bill but 
that a similar section to this section of the 
1957 Act should be included. The section 
read: 

The Company shall not have power to 
make any issue, sale or other disposition 
of its capital stock, or any part thereof, 
without first obtaining the approval of 
the Board of Transport Commissioners 
for Canada of the amount, terms and 
conditions of such issue, sale or other 
disposition of such capital stock. Subject 
to any applicable legislation relating to 
the issue, sale or disposition of securities 
by corporations, the issue, sale or other 
disposition of capital stock by the Com- 
pany in accordance with such approval 
shall be legal and valid. 


The Bill now before the House of Com- 
mons and your Committee, by section 4 asks 
that this section of the 1957 Statutes be 
repealed and no similar section is included in 
the new Bill. Thus the Company is asking 
that it be allowed to increase its capital stock 
on the votes of the shareholders represented 
at an annual or special meeting called for 
considering the resolution without the 
approval of the Board of Transport 
Commissioners. 


This is the principal provision of the new 
Bill to which this Association objects and it 
submits its reasons for this objection on 
behalf of all subscribers and municipalities 
in Ontario. Before outlining these reasons, 
however, it is essential to summarize some of 
the other provisions for which the approval 
of Parliament is requested. 


Section 2, of course, is to provide for an 


increase in the authorized capital stock from 
$1 billion to $1.75 billion. 
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Section 3 would authorize the Company to 
issue preferred shares with such preferences 
as may be sanctioned by 2 of the votes 
cast at a special meeting of the common 
shareholders and without section 162 of the 
Canada Corporations Act applying. 

Section 6 is to issue bonds on a similar 
vote instead of by a vote of 3 in value of 
the subscribed stock as it formerly was. 

Section 7 is a section which authorizes an 
extension of the Company’s power to enable 
it to enter into all forms of telecommunica- 
tion, including the enlarging field of radio 
and television transmission. 

Section 8 would give the Company power 
to invest in other companies having objects 
in whole or part similar to those of Bell. If 
approved the Company could invest in any - 
business in the field of radio, television, Tel- 
star, or any of the ramifications of these to | 
be developed in future. 

Section 11 would give the Bell power to 
construct, erect and maintain its lines of tele- 
communications along public highways and 
waterways as it could do with telephone | 
lines, subject to the approval of the Board of 
Transport Commissioners as to the height of 
wires only. The only jurisdiction the Board 
would have would be with respect to the 
height of wires over this extension. 

Section 12 is power to make loans to an 
employee, even though he may be a 
shareholder. 

Section 13—power to provide housing for 
employees. 

Section 14 is authority not to comply with 
the provisions of the Canada Corporations 
Act or provincial statutes regarding informa- 
tion in prospectuses. 


The Company submits in the explanatory 
notes in the Bill and in its brief submitted to 
your Committee at page 42, that the approval 
of the Board of Transport Commissioners for 
the issue of the Company’s capital stock is 
redundant and should be discontinued. With 
this submission, this Association cannot agree 
for the following reasons: 


1. If Bell issued many shares to the 
public or to its own employees at lower 
prices than the market value or if they 
used the additional capital to invest in 
other companies, and any of these 
actions resulted in lower earnings Ppél 
share, although Bell earned the permissi- 
ble return on total invested capital, thé 
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decline in earnings per share might 
result in such decline in market price as 
would cause Bell to demand a higher 
rate of return to be obtained only 
through higher telephone rates. 


2. With the new authority to issue 
preference shares with such preferences 
and conditions as the shareholders pre- 
sent at a meeting might approve, it seems 
only reasonable that this authority 
should only be granted subject to the 
approval of the Board of Transport Com- 
missioners. The federal government has 
no securities act and this Bill is asking 
that it should not have to comply with 
section 162 of the Canada Corporations 
Act. The authority given to it by the 
Government of Canada may mean that it 
is not required to comply with provisions 
in provincial securities legislation. Be- 
cause the Parliament of Canada has no 
information about the special rights, con- 
ditions, or limitations connected with the 
issue of preferred shares, it can only 
protect itself, the common shareholders 
and the subscribers, by insisting that the 
issue of preferred shares be subject to 
the Board’s approval. 


@ (11:00 a.m.) 


3. CATV, as Community Antenna 
Television is commonly called, is a rela- 
tively new and rapidly growing industry 
which might be compared to the advent 
of the telephone. It includes any facility 
which receives and amplifies the signals 
transmitting programs broadcast by one 
or more television stations and re-dis- 
tributes such signals by wire or cable to 
subscribing members of the public. The 
possibilities for CATV are as large as 
one’s imagination. At the present time, 
there is use of micro-wave relays and 
other methods so that distant stations 
even across the ocean by means of Tel- 
star communications satellite can be 
brought to a community and distributed 
by wire to television sets. By this Bill, 
the Canadian government would be giv- 
ing Bell a franchise to invest in and 
operate a vast field of telecommunica- 
tions and such enterprises should not be 
at the expense of telephone subscribers. 
It may be quite possible for it to justify 
such expenditures for research and 
investment at a public inquiry such as 
the Board of Transport Commissioners 
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would conduct and it should have some 
responsibility for satisfying the public 
that telephone rates are not likely to 
suffer. Provincial legislation relating to 
franchises require votes of the people 
and these rights would be lost by this 
legislation. In the United States, the Fed- 
eral Communications Commission exer- 
cises general jurisdiction over CATV 
matters. In Canada, the Board of Trans- 
port Commissioners should lay down 
some rules regarding the investment by 
Bell in such enterprises. 

4. By the provisions of the Railway 
Act, the Board will continue to have 
jurisdiction with regard to rates payable 
by subscribers. The Board has exercised 
this jurisdiction by fixing a level of 
earnings per share. From 1958 to 1966, 
the basis for this was $2.43 per share, 
but when the earnings of the Company 
exceeded this figure for several years, 
there was little action that subscribers or 
even the Board could take to require 
lower rates. Instead the Board initiated a 
hearing (in which this Association par- 
ticipated at considerable expense) to 
determine what the level of earnings 
should be, having regard for the current 
economic situation. As a result, in 1966, 
the Board stated that rates generating a 
rate of return from 6.2 per cent to 6.6 per 
cent on total invested capital were just 
and reasonable. This Association does not 
agree with the submission by Bell that 
this change makes the approval by the 
Board of capital issues redundant and un- 
necessary. 


5. When giving broader and extensive 
authority to the Company to enlarge the 
scope of its operations, the powers of the 
Board of Transport Commissioners, 
which represents Parliament and the 
public, should not at the same time be 
weakened. 


6. In the case of all municipalities in 
Ontario, it is their capital expenditures 
that are subject to the approval of the 
Ontario Municipal Board. This is 
required to protect all ratepayers by 
ensuring that a municipality does not get 
into difficulties by borrowing too much 
money. It is obvious that rates can be 
affected by the issue of capital stock or 
the terms on which such stock is issued. 
In many respects it is more important to 
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have restrictions on capital issues than 
on approval of rates, because rates can 
be regulated by rules such as fixing the 
level of earnings. It is submitted that it 
is most necessary that the Board should 
maintain control not only of rates, but 
also of issues of capital in order to prov- 
ide some protection for telephone sub- 
scribers. 


All of which is respectfully submitted on 
behalf of the telephone subscribers and the 
municipalities of Ontario. 


Mr. Chairman, I would like to add one or 
two further remarks to what I have said. On 
three previous occasions, in 1929, 1948 and 
1957, The Bell Telephone Company of Canada 
made application for power to increase its 
capital stock. Parliament approved of this 
provided the issue of shares was first approved 
by the Board of Railway Commissioners—later 
called the Board of Transport Commission- 
ers— as to the amount, terms and conditions 
of sale. I suppose it would now be called the 
Canadian Transport Commission, which is 
the new body that has been formed for that 
purpose. 

When it now asks for a large increase in 
its capital stock or power to issue preference 
shares, although nearly forty million common 
shares are currently in issue, or power to ex- 
tend its powers into all phases of telecom- 
munications and to invest in any companies 
in these fields of industry, it asks for elimi- 
nation of restrictions. Since 1929 and under 
this limitation it has not been prevented from 
growing and prospering. So far as I know, no 
municipality has ever attended before the 
Board of Transport Commissioners to oppose 
an application by The Bell Telephone Com- 
pany of Canada for approval of the issue of 
additional capital stock. This is not the point. 
A municipality or a subscriber could have at- 
tended and objected if there was a reason for 
so doing but it was felt that the Board of 
Transport Commissioners could be relied upon 
to do its duty to protect the public. The very 
fact that Bell had to present its application 
constituted a check in the best interests of the 
public. Under the proposed act, when Bell 
may be entering into entirely new fields of 
business, it should not be permitted to risk 
large amounts of new capital without interes- 
ted parties being given an opportunity to ob- 
ject. 


I submit that clauses 7 and 8 of the pro- 
posed act are much too broad and extensive. 
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They could greatly extend the scope of the 
Company’s power. I do not know definitely 
what your Committee may wish to do in 
order to restrict them, but they should also 
be made subject to the approval of the Board 
of Transport Commissioners for Canada or 
the Transport Committee of the Canadian 
Transport Commission. If I may refer to 
clause 7, it reads: 


It is hereby declared that subject to 
the provisions of the Radio Act, and of 
any other statutes of Canada relating to 
radio and radio proadcasting, .. the Com- 
pany has the power to transmit, emit or 
receive and to provide services and 
facilities for the transmission, emission 
or reception of signs, signals, writing, 
images... 

and so forth. If they were only going into the 
telecommunications field, that is, the trans- 
mitting of services for television, then the 


words in the fifth line, “...to transmit, emit 
or receive...” and also in the sixth and sev- 
enth lines, “...emission or reception...” 


could be struck out, so the clause would then 
read: 
... the Company has the power to provide 
services and facilities for the transmis- 
sion of signs, signals, writing,... 
and so on, but the clause itself goes much 
beyond that. It would even allow them to go 
into the very lucrative field of television 
advertising and even the manufacture of 
television sets would not be beyond the scope 
of this, or any other extension of that field. It 
is a very wide clause as it is presently worded. 
worded. 


@(11:10 a.m.) 


Clause 11 is a clause which provides that 
the Company may affix all these lines of 
telecommunication to its telephone poles 
which are now on the highways of our 
municipalities. Certainly it was in the inter- 
ests of the public that they should have some 
power to erect telephone services on the 
highways and now they can use the same 
poles and thus be in a position to have an 
almost exclusive franchise to get into this 
field. It would be very difficult for a private 
company in the telecommunication business 
to compete with a telephone company, that 
could use the poles on all of the highways of 
the municipality. It is submitted that clause 
11 should not be passed unless the Company 
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consents to those changes in the Assessment 

Act which limit the amount of taxes that a 
municipality may collect from a telephone 
company. 

Some reference was made previously to the 
tax provisions, and I would like permission 
to refer to them briefly, Mr. Chairman. So 
far as we are concerned, the situation is 
probably a matter for the Government of 
Ontario, but we applied previously for the 
repeal of Section 13 of our Assessment Act, 
which gives Bell Telephone a limited tax 
feature, and we have always been met by the 
provincial government saying, “Oh, we are 
_ subject to these tax-sharing agreements”. 
The Federal-Provincial Fiscal Arrangements 
Act is the name of the statute, but I was 
assured before coming here that that restric- 
_tion on the provincial government had been 
removed, so that it is probably mainly a 
matter for the provincial government to 
amend the Ontario Assessment Act so that 
The Bell Telephone Company would no long- 
er get the same fixed assessment on its capi- 
_ tal earnings. 

As I think you are aware, the Company in 
Ontario is assessed in the regular way in res- 
pect of its land and buildings. In addition to 
that the Company is required to make a re- 
/ turn of the gross receipts from the business 
conducted in each municipality, that is in the 
cities, town and villages. They make a return 
on what they received the year previous to the 
assessment and they are assessed on a per- 
centage of that. In some municipalities the 
amount of assessment is 60 per cent of their 
gross receipts. In the case of the City of 
| Toronto the figure is 75 per cent. If the 
municipality of the City of Toronto applies 
_ its commercial tax rate, which is in the 
/neighbourhood now of something over 90 


a 


'mills on the dollar, it would obtain a sub- 
_ stantial return, of course, and The Bell would 
_be paying in a manner comparable to other 
industries. 

However, section 13 in the Assessment Act 
says that the amount you can assess against 
|The Bell Company shall not exceed 5 per 
\igent of..its,.gross , receipts.. That, in ..effect, 
| means that if any municipality’s tax rate 
goes above 66% mills then no more taxes 
/above that can be levied against The Bell 
; Company. As I explained, that is really a 
'matter for the Ontario government but I felt 
j 


Since it was raised that I should mention it 
| here. I think it pertains to this because in 
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this Bill, if it is passed, they are getting a 
much more exclusive franchise to go into a 
very much larger field and make use of all 
the public streets for the purposes of their 
business. In that respect they are not like a 
railway that has to buy a right-of-way and 
so forth. Their right-of-way is a public street 
for which they do not give compensation. 
The compensation the municipality receives 
is only in the taxes. We do not want to stop 
them using the streets, of course, because 
they are providing a service to the public but 
we think that the municipalities should have 
reasonable compensation for that use. 

The only other thing I wanted to mention 
in conclusion, Mr. Chairman, was with 
respect to the interests of this Association in 
this Bill, We are completely disinterested 
except that municipalities traditionally have 
been the sort of guardian of the ratepayers. 
When the Board of Transport Commissioners 
found recently that The Bell Company was 
exceeding its own orders for several years in 
a row the Board called a hearing of its own. 
The only thing it could do was to call a 
hearing. It has no enforcement powers, real- 
ly, against The Bell Telephone Company. It 
can institute proceedings and so it directed 
The Bell to come before it to state what its 
level of earnings should be. For several years 
their earnings were above the $2.43 which 
was the order of the Board at that time. The 
municipalities were invited to participate on 
the other side. 

So even back in 1902, as stated in the Bell 
act, the rates at that time were fixed by the 
Governor in Council; in other words fixed by 
Parliament or by the Cabinet. Section 3 says: 


The rates for telephone service in any 
municipality may be increased or dimin- 
ished by order of the Governor in Coun- 
cil upon the application of the company 
or of any interested municipality, and 
thereafter the rates so ordered... 


So the municipalities over the years have 
been the only ones in existence who can take 
up any dispute or matter they think is wrong 
in the operation of The Bell Telephone Com- 
pany, and the only place to which they can 
take a dispute is the Board of Transport 
Commissioners. 


Our sole interest is to protect the public 
and in that respect we are in exactly the 
same position as members of this Committee. 
The heads of the various councils, the may- 
ors who are here, have the same duty to see 
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that the public is protected as members of 
the House of Commons have. 

While The Bell Telephone Company is now 
providing services in Ontario and Quebec the 
granting of these extensive powers would 
enable it to extend to all provinces and to 
places beyond Canada. Our plea to the mem- 
bers of this Committee is not to grant these 
extensive powers without the necessary limi- 
tations to protect the public which is vitally 
interested in anything that may occur in the 
future. Thank you, Mr. Chairman. 


The Chairman: Thank you very much, Mr. 
Kent. Perhaps the reeves or mayors have 
some comments to make at this time. 


Mr. Cooke: Mr. Chairman, we have with us 
Reeve Roger Prevost. We realized earlier that 
copies were available in French. Reeve Pre- 
vost is one of our representatives and I 
would like to call on him at this time. 


® (11:20 a.m.) 
(Translation) 

Mr. Roger Prévost (Reeve of Prescott and 
Russell Counties): Mr. Chairman, Gentlemen, 
inasmuch as The Bell Telephone Company 
has acquired enormous powers, section 4 of 
Bill C-104 should be examined and amended 
with a view to protecting the interests of the 
public. In fact, if the company obtains all 
these powers, other companies of the same 
type would be put in a precarious position 
and that is the reason why we are opposed to 
the passage of section 4 of the Bill. In truth, 
this company possesses too many advantages 
that other companies do not have. The com- 
panies should be subject to the same controls 
and enjoy the same privileges as recognized 
by the Department of Transport. Thank you. 


[English] 


The Chairman: Thank you, Mr. Prevost. 
Mayor Dennison, would like to make a state- 
ment at this time? 


Mr. William Dennison (Mayor of Toronto): 
Mr. Chairman, gentlemen, one of the objects 
of Bill C-104, an Act respecting The Bell 
Telephone Company of Canada which is 
before you today, is to extend the statutory 
powers of the Company into the field of 
telecommunications. This would give the 
Company great powers and privileges across 
Canada and it is, therefore, very necessary I 
think to examine the existing privileges 
enjoyed by this Company and, in particular, 
the privilege they receive in the Province of 
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Ontario under the Ontario Assessment Act, 
section 13 of which limits taxation imposed 
in respect of the gross receipts of the Tele- 
phone Company to 5% of the total of such 
gross receipts in any year. 


While the lands and buildings of a tele- 
phone company are assessed and taxed in the 
usual manner, such does not apply to machin- 
ery, plant or appliances of the company, 
wherever situate, or to any structures placed 
on, over, under or affixed to the public high- 
way—they have this concession—and over any 
lane or other public communication. In lieu 
of the normal assessment of such property— 
this is the exempted property—the company 
is assessed for an amount equal to a percent- 
age of its gross receipts from all telephone 
and other equipment belonging to the compa- 
ny located within the municipal limits for the 
year ending December 31st next preceding 
the year of assessment. In cities having 
populations of 100,000 or over the applicable 
percentage is 75%. That would mean 75 per 
cent of these gross receipts. The relevant 
municipal tax rate, a new rate, is applied to 
the said amount of 75% of the gross receipts 
in order to determine the taxes payable on 
the said machinery, plant, appliances or 
structures, and so on, and the figure resulting 
would represent the taxes payable except for 
a provision in section 13—and here is where it 
comes in—of The Assessment Act which is to 
the effect that the total taxes payable on this 
part of the company’s assessment shall not 
exceed 5% of the total gross receipts of the 
company from its business in the municipal- 
ity for the year ending December 31st in the 
year next preceding the assessment. 


As a result of this limitation, once the mill 
rate goes beyond 662 the aforesaid tax 
limitation comes into play. The application of 
this limitation has resulted in losses to the 
City of Toronto, for instance, in respect of 
taxes on The Bell Telephone Company’s 
gross receipts, as follows: 


In 1962, $67,000, in round figures; in 1963, 
$260,000; in 1964, $455,000; in 1965, $726,000; 
in 1966, $1,103,700; 1967, $1,853,600. This is as 
a result of these two things working to the 
benefit of the Company and to the distress of 
the municipality. Thank you. 


The Chairman: Thank you, Mr. Mayor. 
Mayor Cooke wishes to introduce two other 
people. { 


a * 
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Mr. Cooke: Yes, Mr. Chairman; if I may, I 
would like to introduce Mayor Newkirk of 
Chatham who is a member of our delegation 
representing The Association of Ontario 
Mayors and Reeves, and Mrs. Marie Curtis, 
our Executive Secretary. Mr. Newkirk may 
have some contribution to make as the meet- 
ing proceeds. 


The Chairman: Before we proceed with 
the questioning I have one question that 
I wish to raise since Mr. Kent is here. 
In the 1948 amendments and also in clause 7 


of this proposed Bill, the proposed amend- 


ment to section 5, it is stated: “the Com- 
pany has the power”...to transmit; and in 
the 1948 amendments it says it “...has and 
always has had...” this power. Mr. Kent, I 
am interested in your legal opinion. We know 
the purpose of the wording, but what is your 
opinion about the habit of approving legisla- 
tion which is really retroactive and intended 
to close up loopholes? 


Mr. Kent: Governments frequently do that 
in respect of their own acts. They seldom do 
it in the case of private, or outside, compa- 
nies. They say they have, and always have 
had, authority to do this in case they have 
inserted something that was not strictly with- 
in their powers previously. In this case the 
power is given in both cases to a private 
company. 

In connection with their powers to go into 
the radio business in 1948, it was a fairly 
wide section, but they did say that the 
Company 

has and always has had the power to 


operate and furnish wireless telephone 
and radio-telephone systems. 


In the new Bill, in revising and extending 
it to make it clear that it applies to telecom- 
munications, they have used the same term, 
that they “have and always have had” power 


_ to be in that. 


The Chairman: But there is, in addition, in 
the proposed section 5: “...and to provide 
services and facilities...” 


Mr. Kent: Yes. 


The Chairman: 
1948 amendment? 


That is an addition to the 


Mr. Kent: Yes; it is an extension of the 
1948 section, and it would be retroactive in 


_ the way it is drawn. 
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The Chairman: And you say that in your 
experience it is rare to have this in private 
companies. 


Mr. Kent: Yes. 


Mr. Salisman: Mr. Chairman, I would like 
to ask Mayor Dennison for his opinion on the 
interesting comment that was made here 
today by Mr. Carroll about the need for a 
utilities ombudsman. 


Mr. Dennison: I understand that in the 
United States when a private utility operat- 
ing a service such as the telephone service 
seek a rate increase they have to go to much 
more trouble to prove the need of such a rate 
increase than is required in Canada. 


Mr. Salisman: What would you consider 
would be the best mechanism to protect the 
public interest in this? Would a board with 
enlarged powers be the answer, or would you 
prefer to have an ombudsman? 


Mr. Dennison: I think a board with 
enlarged powers might be preferable because 
it could specialize in this one field. It is a 
very complicated and difficult field in which 
to operate, from the standpoint of protecting 
the public interest; and municipalities are 
always at a disadvantage when they become 
the ombudsman for the public because they 
do not have research continuing year after 
year. Bell, or any other telephone company, 
are at a great advantage because it is their 
business 365 days a year. A municipality 
must, among its many thousands of problems, 
make this another one for a short time and 
hire legal counsel and present its case. 


e (11:30 a.m.) 


Mr. Salisman: You would be willing to 
relinquish your position of ombudsman to a 
new board that would perform this function? 


Mr. Dennison: I think so. 


The Chairman: Or to our existing board 
with strongers powers. 


Mr. Salitsman: I have a question for Mr. 
Kent. It relates to the subject of municipal 
taxation that he raised. He seems to be 
advocating a higher return from, or a greater 
tax on, Bell for the municipalities. Because 
the rate of return on capital is regulated 
would not an increase in municipal taxes on 
The Bell Telephone Company result in high- 
er costs to telephone subscribers generally, 
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and perhaps more so to those in smaller 
municipalities than those in larger ones? 


Mr. Kent: It might increase some of their 
costs, but so far I do not think it has been 
demonstrated that it would affect rates. 
Taxes of course always have an effect. They 
are one of the items that have to be taken 
into consideration in the matter of income. 
I feel that they should pay on the same 
basis as everyone else, and pay to every 
municipality on the same basis as they do to 
others; that there should be no distinction. 

The smaller municipalities probably do not 
have as high a tax rate as the larger ones 
and are not quite so much affected by this 
section 13; but the whole object of having 
The Bell taxed on a basis of gross receipts is 
that one municipality, where their business is 
concentrated, will not get everything; so that 
the small municipality will get taxes on the 
actual gross receipts in that municipality. 


Mr. Salisman: But Bell are restricted to a 
specific return on capital. If their costs 
increase as a result of paying higher taxes 
will this not result in permission to Bell to 
increase their rates to subscribers? 


Mr. Kent: It might affect it that way; that 
is quite possible. 


Mr. Saltsman: Therefore it is really a 
transference of the load from one source to 
another? 


Mr. Kent: But taxes have to be paid, and if 
they have to be paid through increased rates 
then that is fair and reasonable, is it not? 
Practically all utilities are now paying taxes 
in most provinces. I know that in Ontario all 
the public utilities and governments are pay- 
ing their share of taxes. The telephone com- 
pany is not quite paying its share. 


The Chairman: Mr. Andras? 


Mr. Andras: Thank you, Mr. Chairman. 


Gentlemen, I have examined this Bill since 
our last hearings and what bothers me is the 
total aggregate effect of three or four points. 


First of all, Bell is seeking authority to 
increase its capital substantially. This, by 
itself, does not really concern me, because we 
recognize that this kind of business is 
expanding and perhaps bigness alone is not a 
fault in this very complex, scientific and 
quickly-changing field; perhaps we do need 
bigness to keep up-to-date. 
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Nevertheless, there is that, combined with 
clause 8 of the Bill, which gives them power 
to buy other companies by decision of their 
own board of directors without Board of 
Transport control. The third major factor is 
the broadening of their powers to get into 
what they describe as the telecommunica- 
tions field, or, at least, their going to the 
trouble of getting a very clear indication that 
they are permitted to be in that field. This 
combination is quite potent and potentially 
dangerous. 

With that thought in mind, and coming 
back to your brief on page 4 and paragraph 
No. 1, on the issuance of shares, perhaps I am 
missing the point of it. I do not quite under- 
stand the concern you have expressed there, 
where it is stated: 


...the decline in earnings per share 
might result in such decline in market 
price as would cause Bell to demand a 
higher rate of return to be obtained only 
through higher telephone rates. 


Could you clarify that a little for me? 


Mr. Kent: You are asked, as members of | 
the House of Commons, to approve of a sub- 
stantial issue of shares. In the past, the 
House of Commons has not been too much 
concerned with that, because they knew that 
the Company was growing and that there 
was the Board of Transport Commissioners 
to examine it, as representing the House of 
Commons. Bell is now asking for an increase 
in capital and that that be done without their 
having to demonstrate to the Board of Trans- 
port Commissioners that they need to do it. 
Certainly, if they suddenly increased their 
capital greatly and bought out other compa- 
nies they should have to demonstrate that 
doing that is not going to hurt telephone 
subscribers. 


What we are trying to point out here is 
very similar to what Mr. Carroll was 
explaining in the memo he read, that if there 
is a drop in the value of the shares because 
more are issued, then, naturally, if there is a 
substantial drop in the value of shares and 
they do not get the earnings that they are 
entitled to by way of profit they might have 
to come and ask for an increase in rates. 


Mr. Andras: This would be as the result of 
pressure from the shareholders to improve 
their return? 


Mr. Kent: Yes. 


| 


| 


| 


Ne ae 


» ment 
_ Commissioners. 
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Mr. Andras: I do not really see how a 
decline in the market price of the shares 
would really affect their producing factual 
justification before the Board of Transport 
Commissioners. I would assume—and if you 
cannot answer this perhaps I can find out 
from our own officials—that Bell’s invest- 


/ ment, on which the 6.6 return is permitted, 


represents the par value of the shares? 
Mr. Keni: That is right. 


Mr. Andras: And any drop in the market 
value would not relate... 


Mr. Kent: The total capital. 


Mr. Andras: The total capital; and that 
being the par value of the shares. I think 
they said they sold the shares for $25 each. 


The fluctuation in market value might create 


a desire on their part to get higher rates, but 
I do not see how it would justify their argu- 
before the Board of “Transport 


However, I would like to draw to your 
attention a point which was raised the other 
day and which bothered me. I have described 
the three major powers that they are seeking 
the increase in capital, the ability to buy other 
companies and entrance into the field of tele- 
communications, all of which at the present 
time are controlled by the regulatory body in 
several ways; but to me the most effective is 
what I call the over-all, basket control of 6.6 
return on total investment—a 6.6 per cent 
profit, after corporation tax, on their total 
investment, no matter what that investment 
is. 


The other day, Mr. Vincent, the President 


of Bell, was before us and indicated a rather 


vague wish, I think—and I do not see it in 
the Bill—that that regulation of control on 
total investment as a profit return be relaxed 


so that it would apply only to the amount of 


money that Bell had invested in telephone 


plant and equipment. My concern is that 


with the relaxation of clause 8 and with the 


existence already of Northern Electric as a 


controlled subsidiary, they could have several 


millions of dollars invested in telephone plant 


== 


and equipment and the 6 per cent return 
, Would apply only to that. They could have $1 


billion or $2 billion invested in subsidiary 
companies which could be very profitable, 
the dividends of which would pass back to 
Bell because of its control position. Therefore 


_ those profits in the other companies would be 
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excluded from this 6.6 per cent control on 
investment because that investment would 
now only relate to that in telephone plant. 
However, they could have a subsidiary com- 
pany that was in a different field altogether. 


@ (11:40 a.m.) 


I am not suggesting that the management 
of Bell would do this, but it would permit 
them to manipulate inter-company charges of 
dozens of different natures in order to shift 
the profit centre into these subsidiary compa- 
nies thereby increasing their profits and their 
dividends back to Bell, which are outside the 
regulatory control. In my opinion this opens 
up a very, very wide hole in the sense of 
what ultimately could come back to what we 
are all concerned about, that is, the charges 
to subscribers. This seems to me to be more 
of a danger than some of the things you 
mention here. 


It is true there are many other controls 
exercised by the Transport Commissioners; 
they look at rates and they look at the inter- 
company prices of Northern Electric, and 
that is a very detailed study that goes on all 
the time, but inevitably, even with very 
qualified people, things could be missed. As it 
now stands, even if they make a mistake and 
allow inter-company prices to exceed what 
they should be, it is all caught up in the end 
by this 6.6 per cent return on total capital 
investment. I see this as a danger if that 
were relaxed. In my opinion it is better to 
have it as a percentage control on total 
investment than, say, on earnings per share, 
and particularly with the increase in the 
number of shares I think that is the better 
way to do it. 


Referring to section 8, which allows them 
to buy other companies and so forth, do you 
think it would be wise for us to consider 
making some kind of an amendment which 
would bring that back to examination by the 
new Canadian Transport Commission, which 
will replace the Board of Transport Commis- 
sioners? Do you think we should do this? 


Mr. Kent: Yes, I agree that section should 
be amended to read, ‘“‘subject to the approval 
of the Canadian Transport Commission’’. 


Mr. Andras: Thank you. 
Mr. Kent: I would just like to say that I 


think we are getting our general point over 
in your expressions. 
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Mr. Andras: Yes. 


Mr. Kent: I think, the difficulty, if any, 
with the Board of Transport Commissioners 
has been a lack of power, because all the 
time that Bell were exceeding their orders 
during the past two years by way of earn- 
ings which were much higher than that $2.43 
there was very little they could do. When 
they got in touch with Bell, Bell answered, 
“Oh, we do not think that level of earnings is 
reasonable”, and therefore they exceeded Thy 
Instead of $2.43 they were up to $2.71, and so 
forth. They were earning more. The Board’s 
only recourse was to call a hearing. 


Mr. Andras: Yes. 


Mr. Kent: If they had this power they 
could say at the same time, “We are not 
going to approve any further issue of capital 
until you get this straightened out”. That is 
another restriction on them. 


Mr. Andras: In connection with any com- 
pany they are considering buying under sec- 
on) 8 i+ 


Mr. Kent: Under section 8. 


Mr. Andras: ...you would like to see them 
have to come back to the regulatory body 
and justify it? 


Mr. Kent: I would, yes. 


Mr. Andras: In addition to that are you 
also saying that they should perhaps get this 
authority now to expand their capital but 
they should not be given blanket approval 
which would continue past this time. In other 
words, they should come back to Parliament 
each time they need an increase in capital 
and justify it. Is that what you are saying? 


Mr. Kent: That is exactly right, yes. 


The Chairman: I would like some clarifica- 
tion on that, Mr. Andras. As I see it, Mr. 
Kent, there are two problems here. First, 
some people are saying that section 8 should 
be completely thrown out and, second, that it 
should be left in, which, of course, would be 
subject to the approval of the CTC. Which of 
the two courses would you prefer? 


Mr. Kent: I do not think we want to limit 
the powers that Bell Telephone is asking for; 
we merely want to protect the public in 
giving those powers. I would prefer to see 
some limitation put in section 8 so that the 
public would be protected against what may 
be done. 
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Mr. Andras: Rather than deleting it com- 
pletely you would prefer to see some... 


Mr. Kent: Yes. 


Mr. Andras: The intent is stated that they 
may be interested in acquiring companies in 
the future. 


Mr. Kent: Yes. 


Mr. Andras: But if they expect to do this 
they must come to Parliament. 


Mr. Kent: That is right. 


Mr. Andras: Rather than deleting this com- 
pletely and restricting them to the Northern 
Electric-Bell complex as it now exists. 


The Chairman: In other words, you want 
all these other companies regulated in the 
same way as Bell Telephone, is that correct? 


Mr. Kent: No, that is a different point. 
Mr. Andras: That is a different point. 


Mr. Kent: Mr. Andras is merely saying 
that when they want to invest in some other 
company—suppose they wanted to buy Cana- 
da Wire and Cable or some— 


The Chairman: It is a possibility! 


Mr. Kent: They would have to come to the 
Committee and show that it is within their 
interests and powers, and so forth, to buy 
such a firm and that the subscribers would 
not suffer as a result of their getting into that 
business. 


The Chairman: Mr. Bell. 


Mr. Rock: Mr. Chairman, he said “to the 
Committee’, Does he mean to the Committee 
or to the new Board of Transport? 


The Chairman: The new Canadian Trans- 
port Commission. 


Mr. Rock: He said “to the Committee”. 
Mr. Deachman: May I ask a supplementary? 


The Chairman: I am holding off supple- 
mentaries; there has been too much supple- 
mentary questioning we are concerned with 
the clarification that Mr. Rock is asking for, 
Mr. Kent, that is all. 


Mr. Sherman: It would be the committee, 
it would be the Railway... 


Mr. Rock: The Railway... 
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Mr. Kent: The successor of the Board of 
Transport Commissioners. 


The Chairman: Which is the Railway Com- 
mittee of the Canadian Transport Commis- 
sion. 


Mr. Rock: Yes. 
The Chairman: Mr. Bell. 


Mr. Bell (Saint John-Albert): Following 
along that last line of questioning, Mr. Kent, 
do you agree with Industrial Wire and Cable 
when they say that this regulatory control 
through the Board of Transport Commission- 
ers should include not only some jurisdiction 
over the stock and its level but also some 
control over the company to see that the 
objects and purposes for which money is 
raised through their stock issues are being 
fulfilled? 


Mr. Kent: I did not see their submission, 
sir, but I would think that would follow. If it 
came before a board Bell would have to 
show that it was justified. 


Mr. Bell (Saint John-Albert): I think what 
Mr. Andras has brought out is extremely 
important. Some of the amendments are very 
good and it is certainly an excellent brief. I 
would like to go over it again in the way I 
have it lined up to make certain I under- 
stand it. 

Bell Telephone have said, ‘“‘These 1966 regu- 
lations, these new controls over our earnings, 
have made it redundant and we therefore 
should not now have to go to the Board of 
Transport Commissioners as we used to do”. 
Then you people come along and say, ‘No, 
no, there is even more reason under these 
present changes why you should go”. You 
then cite an example and I want to be cer- 
tain I have it clear. Example No. 1 is that 
Bell might somehow act on their stock or 
might invest in other companies in ways that 
have just been underlined which would 
result in a lower earning per share for them. 
However, it would still be within these earn- 
ings regulations and these lowered earnings 


“would cause a loss of confidence on the part 


of the public, the prospective shareholders, 
even though they are within the earnings 
regulations. When the market price drops 
Bell would then come along and say, “We 
are in a little bit of trouble, our stock is down; 
we will have to raise our rates”. What you 


‘are really saying, without questioning the sin- 
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cerity of Bell, is that they might use this 
backdoor method in order to get higher rates. 
Am I right in this supposition? 


Mr. Kent: I think the “loss of confidence” 
part is perhaps a little strong but of course, 
any time the public reacts to a market situa- 
tion it must be a case of loss of confidence. I 
am not saying that they might use that 
approach. It is very difficult to foresee what 
might cause a drop in their earnings. They 
are presently a very strong company. They 
are principally in the telephone business. 
They might extend that very widely and 
they might realy suffer as a result of that 
extension. We cannot foresee that, and I think 
that is the sort of thing that has to be pro- 
tected. They could not go bankrupt as far as 
I can see. The people who would lose would 
be the subscribers. 


@ (11:50 a.m.) 


Mr. Bell (Saint John-Albert): In other 
words, if they went willy-nilly into other 
large fields of endeavour there might be, at 
least on a short-term basis, a lower level of 
earnings, even though within this permissive- 
ness, which would cause the shareholders to 
lose some interest in the market if the price 
dropped off accordingly. 


Mr. Kent: I am sure it would. 


Mr. Bell (Saint John-Albert): I think that 
is extremely important. I was wondering 
about one other thing. Mayor Dennison put 
on record the loss there is in Toronto under 
this assessment formula of a million and a 
half or thereabouts. I was wondering if there 
is any estimate—I imagine it would be 
extremely difficult to estimate—of how this 
might apply to any other municipality in 
Ontario. I know it would apply differently on 
a population basis, but do you think it is up 
in that vicinity for places other than Toronto? 


Mr. Dennison: I think this would apply to 
any municipality with a tax rate of over 66 
mills, and most municipalities in Ontario have 
a tax rate of over 66 mills. 


The Chairman: They are all over 66 mills. 


Mr. Dennison: And therefore our gross 
revenue would apply in proportion to the 
Bell assets in that particular municipality. 


Mr. Bell (Saint John-Albert): That is all, 
Mr. Chairman. Thank you. 
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The Chairman: Are they over 66 mills in 
Chatham? 


Mr. G. Newkirk (Mayor of Chatham, On- 
tario): They are. 


The Chairman: As a former city councillor 
I know we passed that mark long ago in 
Hamilton. 


Mr. Rock: Mr. Kent, you mentioned that 
the Ontario provincial government has 
always given the excuse of the tax sharing 
agreements with the federal government. Do 
you actually believe that this is the reason 
they were never able to change the assess- 
ment regulations of the province? 


Mr. Kent: It was for some years, but I 
inquired at the provincial treasury depart- 
ment just a couple of days ago and they say 
that it no longer applies. I am sure it did 
apply for some time. I had spoken to Mr. 
Spooner when he was Minister of Municipal 
Affairs there, and he definitely intimated that 
they could not do anything about that section 
without taking it up with Ottawa. 


Mr. Rock: With Ottawa; this surprises me. 
You have an assessment not exceeding 5 per 
cent on gross receipts. Does all this amount of 
the assessment of 5 per cent on gross receipts 
of The Bell Telephone go directly to the mu- 
nicipality? 


Mr. Kent: Yes. 


Mr. Rock: Or does some of it go to the 
provincial government and to the schools? 


Mr. Kent: Some of it goes to schools; it is a 
municipal tax so part of it goes to schools. 


Mr. Rock: But none- of 
province? 


it goes to the 


Mr. Kent: None of it goes to the province. 


Mr. Rock: I see. You were also concerned 
about The Bell using public streets for tele- 
communication services other than telephone. 
What other suggestion would you have then 
for use of the municipal streets? 


Mr. Kent: I think one suggestion is that 
the municipalities should have more authori- 
ty to be able to say that the wires should be 
underground, if they wish. At the present 
time they do not have that authority. They 
cannot order the wires to be underground. 
There are streets in all municipalities now 
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where they try to put the wires underground. 
That is one thing. 


Mr. Rock: I would like to ask Mayor Den- 
nison a question in that regard. In Toronto 
most wires go underground on a lot of your 
main streets. 


Mr. Dennison: I do not know whether you 
could say most. Probably 30 per cent of them 
are underground. 


Mr. Rock: When Hydro wires go under- 
ground, does the municipality have to pay a 
portion of this underground cost? 


Mr. Dennison: They do if they force Hydro 
to take the initial step in a case of a street 
widening; then the municipality pays a 
share. But Hydro have themselves adopted a 
policy of changing over to underground and 
now 52 per cent of the hydro supplied to 
customers in Toronto comes from under- 
ground cables. 


Mr. Rock: You have no problem then with 
repairs to streets when The Bell Telephone 
go underground and rip up your streets. 
They do this all at their own cost. 


Mr. Dennison: They do. 


Mr. Rock: You are satisfied with that 
arrangement. 


Mr. Dennison: Yes; we try to get from The 
Bell Telephone and other utilities, such as 
Consumers Gas, an agreement that they will 
work with us. When it is our intention to 
pave a street in a certain year, they will try 
to make any changes they can foresee in that 
year too. 


Mr. Rock: What surprises me is the fact 
that the municipalities in Ontario do not 
have the same privileges as municipalities in 
the Province of Quebec, and as a former 
municipal councillor of the City of Lachine, I 
can say to you that the valuation for The 
Bell Telephone in the City of Lachine for 
land is $22,880, for buildings $101,340, and 
now for poles, cables and conduits—this does 
not even include the TV cables, which belong 
to other people, but still they are assessed— 
$444,450, and also for machinery at $75,000. 
So, I just want to let you know that I believe 
that your problem is not right now with the 
federal authority, but with your own pro- 
vincial authority; and that you should ask 
possibly for the same powers of taxation and 
evaluation as we have in the Province of Que- 
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bec. In addition to this in the Province of 
Quebec, it is a sales tax that is imposed on 
all the calls, rather than assessment in the 
‘manner which you have, and when the sales 
‘tax in the Province of Quebec went to 8 per 
‘cent, so did The Bell have to produce 8 per 
cent on their subscribers’ bills. 


The Chairman: Are 
questions? 


there any other 


_ Mr. Southam: Mr. Chairman, just to sum- 
-marize, I would like to compliment the wit- 
nesses on their very concise and forthright 
brief; they have summarized the essential 
provisions under this proposed new Bill as 
listed on page 3 and I think there are nine 
items. Would it be safe to say, Mr. Chair- 
-man—TI want to ask Mr. Kent this—that they 
would be willing to go along with all the 
permissive clauses in this new Bill, provided 
ba in each case before these powers were 
granted, The Bell Telephone Company would 
have to get permission, or be subject to ap- 
proval by the Board of Transport Commis- 
sioners? 


_ The Chairman: The Railway Committee of 


the Canadian Transport Commission. 


Mr. Kent: Yes; as to issue of stock; as to 
the question of entering into other forms of 
‘telecommunications—that is section 7; and 
the power to invest in other companies. We 
want section 4 restored, and we want a 
provision in sections 7 and 8 that it is subject 
to the approval of the Canadian Transport 
Commission. 


| Mr. Southam: I am just putting this ques- 
tion as a matter of summing this whole mat- 
_ ter up, because, as I say, you have outlined it 
quite forthrightly here on pages 3 and 4— 


To increase the authorized 
| stock... . 


These are basically the amendments asked 
for by Bell Telephone 
f To authorize the Company to issue 
preferred shares... 
To issue bonds 
instead of by votes of 
subscribed stock. 


capital 


on a similar vote 
2 in value of the 


..by entering into all forms of 
telecommunication... 


Power. 


Power to invest in other companies... 


} 
| 
| Power to construct, erect and maintain 
its lines... 

| 

| 
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Powerts ato) .omakebe :loansio to»)! an 
employee... 
Power to provide housing for 
employees. 


and in the last section, section 14, you refer 
to 
...authority not to comply with provi- 
sions of the Canada Corporations Act or 
Provincial statutes... 


These all are very pertinent proposed provi- 
sions in this proposed new act. Would you 
list all of these as being subject to the 
approval of the Board of Transport Commis- 
sioners, or just some of them? 


@ (12:00 noon) 


Mr. Kent: I think just some of them. We 
were merely bringing to your attention in 
those sections the increased powers they 
were asking in various ways, at the same 
time reducing the limitations. But the par- 
ticular ones are sections 2 and 3, which we 
say you should not change. Section 4 applies 
to it. The Board should have control over 
issue of capital stock and also over issue of 
preference shares; then sections 7 and 8 
should be subject to the Board. In respect of 
section 11, relating to telecommunications 
along public highways, the only jurisdiction 
is on the height of wires. I think that juris- 
diction should be broadened to ensure, 
among other things, that the wires are 
underground. The Board should have wider 
authority under that section to approve any 
action without the consent of the municipal- 
ity. If the municipality consents, of course, it 
is all right, but if they do not consent the 
Board should have some jurisdiction. 


The Chairman: Thank you. 

On behalf of the Committee I wish to 
thank Their Worships Mayor Cooke, Mayor 
Dennison, Mayor Newkirk, Reeve Prevost 
and J. Palmer Kent for being with us and 
presenting a brief today. Thank you very 
much, gentlemen. 

Gentlemen, before we adjourn, we require 
a motion that the brief presented by the 
Canadian Federation of Mayors’ and 
Municipalities be printed as an appendix to 
our Minutes of Proceedings and Evidence. 
Their brief was not read. 


Mr. Bell (Saint John-Albert): I so move. 


Mr. Chatwood: I second the motion. 
Motion agreed to. 
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Mr. Bell (Saint John-Albert): Mr. Kent 
read from the brief and also submitted cer- 
tain amendments, which will appear in the 
record. 


The Chairman: I was referring to the brief 
of the Canadian Federation of Mayors and 
Municipalities, Mr. Bell. 


Mr. Cantelon: We need this before we have 
Bell back again. 


The Chairman: That is correct. © 

The Minutes of Proceedings and Evidence 
containing the brief of Industrial Wire and 
Cable Company will be distributed today, so 
you will have it available for examination 
and questioning. 

We will have a Steering Committee meet- 
ing in my Office, Room 439C, right after Or- 
ders of the Day today. Members of this Com- 
mittee are Mr. Deachman, Mr. Andras, Mr. 
Cantelon, Mr. Bell and Mr. Saltsman. It will 
be a very short meeting. 

Our next meeting will be at 9.30 on Thurs- 
day, November 16, when questioning of the 
Industrial Wire and Cable Company will 
begin. 

At 9.30 on Tuesday, November 21, we will 
have The Northern Electric Company, and at 
9.30 on Thursday December 7, the Combines 
Branch of the Department of Corporate and 
Consumer Affairs. 

A short private member’s Bill, No. C-113, 
an Act to incorporate Commercial Solids Pipe 
Line Company, was referred to us on Tues- 
day, October 31, by the House. I have been 
asked by the sponsor if this Committee 
would set aside a morning to hear it. I must 
say I was a little reluctant at the time to 
agree without discussing it with the 
Committee. 

The Clerk advises me that we could proba- 
bly hear it on the morning of Tuesday, 
November 14. It probably would take the 
whole morning. It is the standard incorpora- 
tion of a solids pipe line which would come 
under the Canadian Transport Commission. 


Mr. Cantelon: What is the name of the 
company? 


The Chairman: 
Line Company. 


Commercial Solids Pipe 


Mr. Cantelon: Is that Shell? 


The Chairman: It is a Shell company, yes. 
Mr. Basford sponsored this Bill. Do members 
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of the Committee feel that we should deal 
with Bill C-113 in the course of these pro- 
ceedings or that we should wait until we 
have completed the Bell Telephone Bill? 


Mr. Cantelon: It probably will not take 
very long. 


Mr. Deachman: Is this the first solids pipe 
line bill we have had before us or have we 
had other bills dealing with solids? 


The Chairman: This is the first solids pipe 
line bill we have had. 


Mr. Deachman: Would we not need more 
time than just a morning to look at a new 
topic. Perhaps we should set a date that will 
give us more time to deal with it? 


The Chairman: I am in the hands of the 
Committee. 


Mr. Chatwood: I think we should hear it, 
Mr. Chairman. 


The Chairman: Are there any other views? 
Mr. Cantelon: We had a brief on this. 


The Chairman: We had a brief on commer- 
cial solids pipe lines when we were dealing 
with the National Transportation Act. 


Mr. Cantelon: And we had Shell with us at 
that time. 


The Chairman: Shell were with us at that 
time. If I recall correctly, we all were in 
agreement that this should be done and they 
went ahead to incorporate. Is it the wish of 
the Committee that we should set aside Tues- 
day, November 14 at 9.30 to hear this Bill? 


Mr. Andras: With the objective of complet- 
ing it? 

The Chairman: Yes. If there is no chance 
of completing it I would be very reluctant to 


commence because we are in the midst of 
another bill. It is an unusual procedure. 


Mr. Pascoe: Mr. Chairman, I will not be 
able to be there that day and I imagine there 
will be quite a few others who will not be 
able to make it. 


An hon. Member: I cannot be here that 
day. 


The Chairman: An alternative date would 
be Thursday, November 23. We will be sit- 
ting on the 21st to hear Northern Electric. 
What about the morning of November 23? 


November 7, 1967 — 
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| Mr. Pascoe: That date is agreeable to me. 


| The Chairman: We do have to advise the 
witnesses. 


' Mr. Deachman: I cannot be here on the 
14th. 


An hon. Member: What about the 21st? 


The Chairman: We cannot hear this bill on 
the 21st because we have scheduled Northern 
Electric. 


An hon. Member: What about the 22nd? 


NE eee 
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The Chairman: We do not know how long 
we will take with Northern Electric. We 
should set aside at least two days for them. 


Mr. Pascoe: Would the 23rd be agreeable? 


The Chairman: Does the 23rd meet with 
your approval? 


Some hon. Members: Agreed. 


The Chairman: As I said, there will be a 
very short meeting of the Steering Committee 
in Room 439C. 


The Committee will adjourn. 
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APPENDIX A-8 


Brief Submitted By 


CANADIAN FEDERATION OF 
MAYORS AND MUNICIPALITIES 


With Proposed Amendment 


The Federation respectfully submits: 
BILL C 104 


Bill C 104 proposes amendments to various 
acts governing the Bell Telephone Company 
of Canada and, in particular, by paragraphs 
7 and 11 thereof proposes amendments to 
section 5 of chapter 81 of the statutes of 1948 
and section 3 of chapter 67 of the statutes of 
1880, both as shown in Appendix attached to 
this Brief. 


The new sections grant powers to the Com- 
pany relating to line or lines of telecommuni- 
cation, subject to controls by municipalities 
and the Board of Transport Commissioners 
for Canada. 


SECTION 378 OF THE RAILWAY ACT 


Section 378 (except section 1 which does 
not apply to the Company), of the Railway 
Act, which Section is also shown in Appen- 
dix attached to this Brief, provides for the 
powers of the Company relating to “telegraph 
or telephone lines,” subject to controls by 
municipalities and the Board of Transport 
Commissioners for Canada. 


It is obvious that lines of telecommunica- 
tion, particularly as defined in said proposed 
section 5 of chapter 81 of statutes of 1948 
and section 3 of chapter 67 of the statutes of 
1880, were meant to and do cover a more 
extensive field of powers than telegraph or 
telephone lines referred to in Section 378 of 
the Railway Act. 


FEDERATION’S PROPOSED AMENDMENT 


It is therefore desirable that the powers 
and controls set forth in Section 378 (except 
subsection 1) of the Railway Act, relating to 
“telegraph or telephone lines” be extended to 
cover “‘line or lines of telecommunication.” 

Accordingly, the Canadian Federation of 
Mayors and Municipalities proposes that Sec- 
tion 11 of Bill C-104 be amended by replacing 
the word “incurred.” at the end thereof by 
the following: 


“incurred; and Section 378 (except sub- 
section 1) of the Railway Act shall apply 


to the Company insofar as line or lines of 
telecommunication are concerned.” 


APPROVAL BY COMPANY 

The Bell Telephone Company of Canada 
has indicated, through Mr. Jean de 
Grandpré, Q.C., Vice-President Law, its ap- 
proval of the amendment proposed by the 
Federation. 
March 29, 1967 

Lowell C. Carroll, Q.C. 
Counsel 


7. Section 5 of chapter 81 of 
the statutes of 1948 is hereby 
repealed and the following sub- 
stituted therefor: 


“5. It is hereby declared that Power to 
: ae operate 

subject to the provisions of the communica- 
Radio Act, and of any other tion system. 
statutes of Canada relating to 1 eoLeca an 
radio and radio broadcasting 1953-54, c. 31; 
and to the regulations made 195 ¢- 57 
thereunder, the Company has 

the power to transmit, emit or 

receive and to provide services 

and facilities for the transmis- 

sion, emission or reception of 

signs, signals, writing, images 

or sounds or intelligence of any 

nature by wire, radio, visual or 

other electromagnetic system 

and in connection therewith to 

build, establish, maintain and 

operate, in Canada or else- 

where, alone or in conjunction 

with others, either on its own 

behalf or as agent for others all 

services and facilities which the 

Company may deem expedient 
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or useful for such purposes, so required by any by-law of 
using - and adapting any the council; and provided fur- 
improvement or invention for ther that where lines of tele- 
communicating with others, and graph are already constructed, 
any other means of communi- no poles shall be erected by the 
cating that may, in the opinion Company in any city, town or 
of the Board of Directors, be incorporated village along the 
deemed to be in the interest of same side of the street where 
the Company.” such poles are already erected 
11) Section’ 3 Patten amen Gah df unless with the consent of the 


council having jurisdiction over 
the statutes of 1880 as amended : 
by section 2 of chapter 95 of the gs beret eror sau city, ya ie 
| statutes of 1882 is hereby incorporated village; provided 
| repealed and the following sub- 2/S0 that in so doing the said 
stituted therefor: Company shall not cut down or Proviso 
mutilate any tree, and provided 35 * trees. 


| hin he ies sich ‘fBARBAY Fa that in cities, towns and incor- 
_main- OTS Ro SPT SG | PERI aR porated villages, the location of 
‘tenance its line or lines of telecommuni- ThOPROO SE nee en dildo’ Spoke 
‘of line. cation along the sides of and Pp 


across or under any public 
highways, streets, bridges, 
water courses or other such 
places, or across or under any 
navigable waters, either wholly 
in Canada or dividing Canada 
from any other country, provid- 
ed the said Company shall not 
interfere with the public right 
of travelling on or using such 
highways, streets, bridges, 
water courses or navigable 
waters; and provided that in 
cities, towns and incorporated 
villages the Company shall not 
erect any pole higher than 40 
feet above the surface of the 
street, nor affix and maintain 
any telecommunication wire 
below any minimum height that 
may be approved by the Board 
of Transport Commissioners for 
Canada or that may be estab- 
lished by any regulation or gen- 
eral order of said Board, nor 
carry more than one line of 


ing up of the street for the 
erection of poles or for carrying 
the wires under ground shall be 
done under the direction and 
supervision of the engineer or 
such other officer as the council 
may appoint, and in such man- 
ner as the council may direct, 
and that the surface of the 
street shall, in all cases, be re- 
‘stored to its former condition by 
and at the expense of the Com- 
pany: Provided also, that no 
Act of Parliament requiring the 
Company (in case efficient 
means are devised for carrying 
telecommunication wires under 
ground) to adopt such means, 
and abrogating the right given 
by this section, to continue car- 
rying lines on poles through cit- 
ies, town or incorporated vil- 
lages, shall be deemed an 
infringement of the privileges 
granted by this Act; and pro- 
vided further that whenever in 


poles along any street without case of fire it becomes neces- Proviso as 
the consent of the municipal sary for its extinction or the to.cutting 

: council having jurisdiction over preservation of property that eet Gee 

| the streets of the said city, town the telecommunication wires 

or village, and that in any city, should be cut, the cutting under 

town or incorporated village, the such circumstances of any of 

poles shall be as nearly as pos- the wires of the Company 

sible straight and perpendicular, under the direction of the chief 

and shall, in cities, be painted if engineer or other officer in 
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charge of the fire brigade, shall 
not entitle the Company to 
demand or claim compensation 
for any damages that might be 
so incurred. 


(2). Notwithstanding anything in 
any Act of the Parliament of 
Canada or of the legislature of 
any province, or any power or 
authority heretofore or hereafter 
conferred thereby or derived 
therefrom, no telegraph or tele- 
phone line, within the legislative 
authority of the Parliament of 
Canada shall, except as hereinaft- 
er in this section provided, be 
constructed by any company 
upon, along, across or under any 
highway, square or other public 
place, without the legal consent of 
the municipality having jurisdic- 
tion over such highway, square or 
public place. 


(3) If any company cannot, in 
respect of any such line, obtain 
such consent from such munici- 
pality, or cannot obtain such con- 
sent otherwise than subject to 
terms and conditions not accepta- 
ble to the company, such compa- 
ny may apply to the Board for 
leave to exercise such powers, 
and upon such application shall 
submit to the Board a plan of 
such highway, square or other 
public place showing the proposed 
location of such lines, wires and 
poles. 


(4) The Board may refuse or 
may grant such application in 
whole or in part, and may change 
or fix the route of such lines, 
wires or poles, and may by order 
impose any terms, conditions or 
limitations in respect of the 
application that it deems expedi- 
ent, having due regard to all 
proper interests. 


(5) Upon such order being 
made, and subject to any terms 
imposed by the Board, such com- 


pany may exercise such powers 
in accordance with such order, 
and shall in the performance and 
execution thereof, or in _ the 
repairing, renewing or maintain- 
ing of such lines, wires or poles, 
conform to and be subject to the 
provisions of subsection (1), 
except in so far as the said provi- 
sions are expressly varied by 
order of the Board. 

(6) Notwithstanding any power 
or authority heretofore 
hereafter conferred upon 
company by or under any Act of 
the Parliament of Canada, or of 
the legislature of any province, or 
any other authority, the Board, 
upon the application of the 
municipality, and upon. such 
terms and conditions as the Board 
may prescribe, may order any 
telegraph or telephone line, with- 
in the legislative authority of the 
Parliament of Canada, in any 
municipality or any portion there- 
of, to be placed underground, 
and may order any extension or 
change in the location of any 
such line or any portion thereof, 
and the construction of any new 
line, and may abrogate the right 
of any such company to construct 
or maintain, or to operate or con- 
tinue, any such line or any pole 
of other works belonging thereto, 
except as directed by the Board; 
and where such a line or lines 
within the legislative authority of 
the Parliament of Canada and 
such a line or lines within the 
legislative authority of a prov- 
ince, run through or into the 
Same municipality, and _ the 
municipality is desirous of having 
any of the lines placed under- 
ground, and there exists in such 
province a provincial commission, 
public utilities or other board or 
body having power to order such 
a line within the legislative au- 
thority of such province to be 
placed underground, the Board 
and the provincial commission, or 


Board may 
order wires © 
Or placed 
any under- 

y ground. 


Y 
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_ for addi- 
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lands. 


_Munici- 
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or land- 

owner may 
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drainage 

or laying 
water-pipes 

| rights. 


Board may 
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‘drainage 
and laying 
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public utilities board or body, 
may by joint session or confer- 
ence, or by joint board, order any 
of the lines to be placed under- 
ground, and abrogate any right to 
carry the same on poles, and the 
provisions of subsection (3) of sec- 
tion 256, with the necessary adap- 
tation, apply to every such case. 

(7) Where the Board makes an 
order under subsection (6) and a 
company requires additional 
lands for the purpose of enabling 
it to comply with the order, the 
company may apply to the Board 
for authority to take the addition- 
al lands necessary for such pur- 
pose without the consent of the 
owner, and subsections (2) to (7) 
of section 203 apply, mutatis 
mutandis, to the taking of the 
additional lands. 


(8) Where a municipality or 
landowner’ desires to obtain 
means of drainage or the right to 
lay water-pipes or other pipes, 
temporarily or permanently, 
through, along, upon, across or 
under any telegraph or telephone 
line within the legislative authori- 
ty of the Parliament of Canada or 
any lands forming part of or used 
in connection with such telegraph 
or telephone line, the Board may, 
upon the application of the 
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municipality or landowner, per- 
mit the construction of the drain- 
age or the laying of the pipes 
upon such terms and conditions 
as the Board may _ consider 
proper. 

(9) Except as provided in sub- Telegraph 
sections (6) and (8) nothing in this 214) one 
Section affects the right of any companies, 
telegraph or telephone company a ores 2, 
to operate, maintain, renew or 
reconstruct underground or over- 
head systems or lines, heretofore 


constructed. 
(10) Nothing in this section pnb: 
4 ; in specia 
authorizes, or gives power to Ait ete. 


authorize, any company to con- 
struct or operate any line or 
works along any highway or pub- 
lic place without the consent of 
the municipality having jurisdic- 
tion thereover in any case where 
(a) the Special Act applying 
to such company requires such 
consent, or 
(b) the provisions of section 
373, 374 or 375 apply to such 


company and require ' such 
consent; 
and where such consent is so 


required the provisions respecting 
the same shall be complied with. 
H.5.,.C> 170, s. 373; 1948,:e. 27, s. 2: 
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kK UbDLCAtTIONS 


STANDING COMMITTEE 
ON 
TRANSPORT AND COMMUNICATIONS 
Chairman: Mr. Joseph Macaluso 


Vice-Chairman: Mr. H. Pit Lessard 


and 

Mr. Allmand, Mr. Horner (Acadia), Mr. Orlikow, 
Mr. Andras, Mr. Howe (Wellington- Mr. Pascoe, 

Mr. Bell (Saint John- Huron), Mrs. Rideout, 

Albert), Mr. Jamieson, Mr. Rock, 

Mr. Byrne, Mr. Leboe, _ . Mr. Saltsman, 
Mr. Cantelon, Mr. McWilliam, Mr. Sherman, 
Mr. Deachman, Mr. Nugent, Mr. Southam, 
Mr. Emard, Mr. O’Keefe, Mr. Stafford—24. 


(Quorum 13) 
He VeVi. 


Clerk of the Committee. 


Corrigendum 
Issue No. 4, page 128, line 35 first column should read: 
“ships it is a fixed assessment of $135.00 a mile” 


page 128, line 2, second column should read: 
“about $2323.20 per mile.” 


ORDER OF REFERENCE 


WEDNESDAY, November 15, 1967. 


Ordered,—That the names of Messrs. O’Keefe and Nugent be substituted 
for those of Messrs. Chatwood and Nowlan on the Standing Committee on 
Transport and Communications. 

Attest 

ALISTAIR FRASER, 
The Clerk of the House of Commons. 
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MINUTES OF PROCEEDINGS 


THURSDAY, November 16, 1967. 
(9) 


The Standing Committee on Transport and Communications met this day 
at 9.40 o’clock a.m., the Chairman, Mr. Macaluso, presiding. 


Members present: Mrs. Rideout, and Messrs. Andras, Bell (Saint John- 
Albert), Byrne, Cantelon, Emard, Deachman, Howe (Wellington-Huron), 
Jamieson, Lessard, Macaluso, McWilliam, Nugent, Pascoe, Rock, Saltsman, 
Sherman, Southam, Stafford (19). 


In attendance: Mr. G. D. Zimmerman, President, Industrial Wire and Cable 
Co.; Mr. J. G. Torrance, Counsel; Mr. R. A. Smith, Q.C., Counsel. 


The Members resumed questioning the officials of Industrial Wire and 
Cable Co. respecting their brief regarding Bill C-104, An Act respecting The 
Bell Telephone Company of Canada. 


On motion of Mr. Pascoe, seconded by Mr. Bell (Saint John-Albert), 


Resolved,—That the Consent Decree tabled by Industrial Wire and Cable 
Co. on October 31 be printed as an appendix to this day’s Minutes of Proceed- 
ings and Evidence (See Appendix A-9). 


The examination of the witnesses continuing, at 1.00 o’clock p.m., there 
being no further questions, the Committee adjourned to the call of the Chair. 


RoeVs Virr, 
Clerk of the Committee. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


| Thursday, November 16, 1967. 
‘@ (9:43 am.) 
| 


_ The Chairman: We will now commence 
with the questioning on the brief of Industri- 
al Wire & Cable Co. Limited. Again I would 
like to introduce our witnesses: Mr. G. D. 
Zimmerman, President, J. G. Torrance, Coun- 
sel, and R. A. Smith, Q.C., Counsel. 


Mr. Bell (Saint John-Albert): Mr. Chair- 
‘man, I would like to explore one aspect of 
this matter of mergers and combines which is 
set out on page 75 of Committee Report Nu. 
3. Bell Telephone officials spoke of the 
desirability of mergers and their ability to 
compete in the world market, and they men- 
tioned recommendations that different bodies 
had made in this connection. I will not go 
into this in depth at this time because I think 
both Mr. Zimmerman and Mr. Torrance are 
familiar with this. But either during that 
reference or later they said because they 
were able to combine in different ways they 
were able to get international business for 
‘Northern, and this was one of their main 
arguments. 


' I realize you have made some reference to 
this but would there be any chance of segre- 
‘gating domestic from interntaional business; 
and would you just comment generally on 
whether there is any hope in the future of 
you people being able to get into internation- 
al markets. 


_ Mr. G. D. Zimmerman (President, Indusiri- 
al Wire & Cable Co. Limited): I would be 
pleased to. Answering the last part of your 
‘question first, we are in the international 
market; we are exporting to selected parts of 
the world. It is the policy of our company to 
concentrate our activities on the Middle 
East and developing countries in Africa have 
‘seemed appropriate to our activities. There- 
fore we are there and expect to continue 
being there in an ever-increasing way. 

Of course I am observing Northern and 
Bell from the outside—I am not within their 
‘counsel—but I suspect their saying that their 
international marketing ability is being 


enhanced by the possibility of acquisition is 
something of a red herring. They have stated, 
and they are right, that they are the largest 
manufacturers of their type of equipment in 
Canada, and in some lines the only manufac- 
turer of it now. In selected lines of telephone 
equipment they are a leading world wide 
competitor, and very successful. It is my 
opinion that to the extent they broaden this 
Special area and diversify they will become 
not only less effective but make other free 
enterprisers in Canada less effective by 
weakening the base for the private sector on 
the home market. Our effectiveness in 
foreign endeavours bears a direct relation- 
ship to the soundness of own home market. 
You cannot have a weak home base and be a 
worldwide competitor. I have heard philoso- 
phy expounded on this subject but in my 
opinion it really comes down to asking Par- 
liament to approve them as a chosen instru- 
ment of Canada’s export trade, and I think 
this runs directly counter to our economic 
system. 


Mr. Bell (Saint John-Albert): Do you think 
there would be any way by which we could 
preserve competition in the domestic market 
and allow some kind of combine in any 
aspect of international trade they might 
have? Do you think this would be practical? 


Mr. Zimmerman: Yes, I do. We and the 
Canadian Electrical Manufacturers Associa- 
tion have currently submitted at least one 
brief on the combines aspect of foreign trade 
and, without going into detail, the nut of it is 
that Canada, by reason of its home markets 
and the scale of its plants, needs to have 
consortiums of companies acting jointly to 
undertake meaningful projects elsewhere in 
the world. 


I believe that Northern, like all the rest of 
us, would have a role in that if it was 
approved under combines legislation, and I 
would welcome their having such a role. But 
to revert, I think their role is already well 
defined: because they are a world leader in it 
they could assist others in our community by 
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adding their strength to the private sector 
strength and representing Canada as part of 
a team in these competitive situations. I do 
not believe for one minute that they need to 
go out and acquire other interests and 
become the only Canadian export agent. 


Mr. Bell (Saint John-Albert): I have one 
related question. Do you think that Bell have 
been selective about the other types of activ- 
ities that they have gone into. To put it 
another way, when they went into activities 
that were in direct competition with your 
company do you think this was because of 
the narrow knowledge that there was a 
chance here or that there would be less harm 
done to bigger companies? What I am trying 
to get at is this. You alluded in your brief to 
the fact that there are some larger compa- 
nies, some subsidiaries, that have been hurt a 
bit by this existing state monopoly but that 
they have not objected for different reasons, 
and also it is implied that at the moment 
they may not be seriously effective. Was it a 
natural thing for Bell to go into the activity 
that brought you into direct competition with 
them or do you think that they felt there 
would be less outcry from hurting a company 
such as yourself because if they went into 
some of the larger fields it would have both- 
ered Westinghouse and other companies that 
you mentioned and might have brought the 
whole matter out in the open. Do you under- 
stand what I am getting at? 


e (9:50 am.) 


Mr. Zimmerman: Yes. To answer the part 
of your question about the outgrowth of their 
activities into areas that are hurtful to the 
private sector, I think this has been a natural 
development of any private enterprise situa- 
tion. It has been encouraged and fostered by 
the special nature of Bell’s powers and its 
privileges as a common carrier and a de facto 
monopoly. Interpreting the registration of 
complaints from other large sectors of the 
economy and the vocalization thereof, I think 
it comes down to a compromised decision, 
which faces every businessman every day, on 
the degree of hurt and whether he takes one 
course or another. 

There has been a total lack of confidence 
in the regulatory powers of the Transport 
Commissioners as we have known them in 
this sector. We have been accused of riding 
white horses, being idealistic, and just squar- 
ing ourselves with our shareholders by 
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engaging in a confrontation with a company 
of this size. I think we state in our brief, and 
I state it frankly here, I have had no objec- 
tion from any member of the electrical or 
any other sector of the private industry to 
what we are doing as a matter of principle. 
Never once have I received a communication 
of that nature; it has been 100 percent the 
other way. I think I understand some of the 
reasons large companies do not come out in 
the open. Maybe the recent discussion of 
on-line banking that broke in the news yes- 
terday might be a case in point. Here we 
have one competitor held up as being badly 
hurt by what Bell’s activities would be in 
this field; others are reported as being great- 


ly benefited. Yet if you took other sectors of | 


the business of the ones that are being 
benefited, say their wire and cable sector, 
they are obviously being hurt. Then again we 


must recognize that we do have a monopoly | 


situation. You have to go to Bell for certain 
things and only one facet of their service is 
compulsory, the telephone—they have to give 
it to you. But increasingly today, they can 
withhold for a variety of reasons the other 
things that, they have to give you and are 
desirable. This is a very compelling discipline 
on certain very large companies. I think also 
there is a question of corporate image and a 
question of company policy involved when 
dealing with problems of this nature within 
individual companies. Again, it must come 
down to people and people have different 
ways of solving their problems. I am satisfied 
that over the years there have been many, 
many discussions between big companies and 


Bell as to where their interests are conflicting | 


but I think the weakness in the system has 
been the lack of meaningful regulation and 
interpretation of Bell’s role in our economy. 


Mr. Bell (Saint John-Albert): 
words, what you are suggesting is that the 
influence or the big stick that Bell might 
have over these other companies is more a 
service connection rather than actual other 
big business contracts. 


Mr. Zimmerman: Not entirely. I think you 
sort of have to pick your example. I think 
they are the largest company in Canada and 
their purchases in terms of raw materials 
and services account for a tremendous seg- 
ment of the available business; and again, 
whether it comes from Bell or Northern, is 
quite beside the point when it is used as a 
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counter to becoming an unfavourable critic 
of the Bell. You then have to sit down and 
decide whether or not you want Bell’s busi- 
ness. Certainly that was my decision. They 


were our second biggest customer. We felt 


the impact immediately, and has continued to 
this day. That was not unexpected. In any 
given situation, I think these are the disci- 
plines that work in the marketplace and the 
private sector does not have a third person 
appeal because there is no place to go. It is a 
private matter between two enterprises. Only 
when we are talking telephone is there some 
place to go and that has been quite 
ineffective. 


Mr. Bell (Saint John-Albert): I have one 
other question, Mr. Chairman. From what 
you say on page 17 of your brief I presume 
that Bell standards would come in to a cer- 
tain extent here. Would you care to expand 


on that. 


Mr. Zimmerman: A case in point, one in 


which we are not involved and that we 


might appear a little more dispassionate on, 
is again in the CATV area. Bell’s use of its 
standards are quite effective disciplines as to 
how, where, and by whom equipment is 
going to be installed that in any way con- 
nects or is a party to their system. Now a 
CATV private operator wanting to get into 
business has to be practical and sit down 
and negotiate with the Bell because they are 
the one and only economical route into the 
places the CATV operator is going to 
go—your home and mine. The contract—I 
have here one of Bell’s contracts—has 
repeated references to the use of their stand- 
ards and engineering judgment in terms of 
what is permissible. We have two or three on 
page four of this contract. It reads as follows: 


...the Customer from time to time dur- 
ing the continuance of this contract, for 
the use by the Customer, in conjunction 
with its own facilities and equipment, 
for the purpose of the relay and distri- 
bution by the Customer to its subscribers 
of regularly-broadcast television pro- 
grammes and matter disseminated by 
means of Hertzian waves intended to be 
received by the public for Pay TV serv- 
ice or not and which are picked up by 
the Customer’s master antenna system... 


Now just to synopsize the point rather 


than read the whole contract, in this contract 
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a customer is restrained as to precisely the 
content and the type of usage he will put on 
a cable which he is leasing—the entire cable 
at this point—and this is one of the 
complaints. 

On an engineering basis, we come to one 
close to my heart, the type of cable, and the 
specification reads: 

The type of cable which the company 
will furnish in pursuance of this contract 
will be mutually agreed upon by the 
customer and the company. 


Now the company of course is Bell. They 
will find that they have an immediate mutual 
agreement, and it will be for Northern cable. 
However, I suggest to you that they would 
never find mutual agreement if it were Cana- 
da Wire and Cable or Industrial Wire, 
assuming we were manufacturing it. 

I do not wish to prolong this issue but I 
would like to draw your attention to foreign 
equipment on page seven and the rights of 
the customer: The customer shall not connect 
physically or electrically to the cable distri- 
bution system covered by this contract any 
cable or conductor, except those for service 
drops, not provided by the company. 

Now I could go on because I have about 15 
such excerpts, but this is a well-recognized 
discipline in the private sector. You have a 
system and you are sitting with the right to 
say what you will put on it and what you 
will not put on it, and Bell’s position as a 
common carrier permits them to be the sole 
judge as to what is good in that system. Now 
in other jurisdictions that is not the case; 
there are other authorities. There is an 
appeal for engineering logic and engineering 
evaluation and their decision is not the be all 
and end all in this area, so that the misuse of 
these monopolistic powers can be very effec- 
tive by simply having the right to say what 
is an acceptable custom from an engineering 
or standards point of view. That was my 
point. 


e (10:00 a.m.) 


Mr. Bell (Saint John-Albert): There really 
might be two aspects to this. There is the 
case where a company such as yours does not 
even get a chance in some instances to ten- 
der. The business is directed right through to 
Northern Electric and probably nobody even 
knows about it. Then there is the other case 
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where, as you say, by using these Bell stand- 
ards they can set the thing up a certain way 
for a particular company. 


Mr. Zimmerman: That is right. 


Mr. Bell (Saint John-Alberi): In the latter 
case, where there are companies doing busi- 
ness with Bell, is there any competition 
amongst companies even with these 
standards? 


Mr. Zimmerman: Yes. In every instance of 
a general electrical communication commodi- 
ty there are a variety of choices available, 
many of which are made in Canada. When 
you get into the very sophisticated systems 
that employ Bell Labs type of philosophy—I 
think we had reference during Bell’s hearing 
to crossbar switchboards, and that sort of 
thing—this, of course, is their more or less 
patented or developed system. That is 
unique. Certainly in the case of wire and 
cable, in terms of hand sets and normal 
switchboards, I am not aware of any product 
that is not available in Canada from at least 
one and often from two or three other 
sources. 


Mr. Bell (Saint John-Alberi): That is fine, 
thank you. If I may, I would like to ask 
another question later on financing. 


Mr. Stafford: On page 4 of the brief which 
you submitted and also in the right-hand 
column of page 118 of the printed evidence 
you say that more than 99 per cent of your 
company’s approximately 1,200 shareholders 
are Canadian residents. What is the percent- 
age which is not owned by Canadian 
residents? 


Mr. Zimmerman: A very small percentage. 
Do we have a recent reading on that? 


Mr. J. G. Torrance (Counsel, Industrial 
Wire & Cable Co. Limited): Yes. There are 
82 non-resident shareholders and out of 
approximately 1,700,000 shares, they hold 
21,317 shares. 


Mr. Stafford: Without saying who it is, 
what percentage of shares would the largest 
Shareholder in the company own? 


Mr. Zimmerman: There is no secret about 
that. UCH Holdings has 650,000 shares out of 
1,700,000. It is something less than 50 per 
cent. 
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Mr. Stafford: What Holdings did you say i 
that was? 


Mr. Zimmerman: UCH Holdings. 


Mr. Stafford: Is that a Canadian company 
as well? 


Mr. Zimmerman: Yes, it is. 


Mr. Stafford: Do Canadians own the shares 
of UCH Holdings? 


Mr. Zimmerman: Yes, they do. 


Mr. Stafford: When you say that 99 per 
cent of the 1,200 shareholders are Canadian 
residents, approximately the same percentage 
in UCH Holdings will be Canadians as well? 


Mr. Zimmerman: Yes. I realize that the 
wording could be interpreted as a cute way 
of masking the fact that control was out- 
side of Canada. That was not the intent 
Voting control is 99.5 or 99.6 per cent 
Canadian-owned. 


Mr. Stafford: Yes, from the wording, it 
does seem very much as if you were trying 
to put it in a way that made it appear 
Canadian but under the surface it might not 
be Canadian? 


Mr. Zimmerman: 
appreciate that. 


Mr. Stafford: At the risk of repetition, 
UCH Holdings is perhaps the same percent- 
age, 99 point something... 


That is right. We 


Mr. Zimmerman: Oh, absolutely. 


Mr. Stafford: These shares are owned by 
Canadians. 


Mr. Zimmerman: That is right. 


Mr. Stafford: I think you say on page 118 
that you are in the electrical wire and cable 
business. Is that right? 


Mr. Zimmerman: Yes. 


Mr. Stafford: What proportion of the Cana- 
dian electrical wire and cable sales does your 
Company have? 


Mr. Zimmerman: This is an approximation 
but I would say about 5 per cent. Our sales 
in wire and cable products run something 
over $15 million and out of the total of this 
product line I think we have possibly $300 
million in Canadian sales. 
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Mr. Stafford: Do you know what company 
in Canada has the largest proportion of 
Canadian electrical wire and cable sales? 


Mr. Zimmerman: Not precisely, but it 
would be close. I would put my money on 
Northern Electric. It is one-two with Canada 
Wire. 


Mr. Stafford: Do you mean to say that in 
your opinion Northen Electric is as big as 


- Canada Wire in this particular field? 


Mr. Zimmerman: Yes. 


Mr. Stafford: What percentage of the mar- 
ket do you consider Northern Electric has? 


Mr. Zimmerman: I would say they have 25 
to 30 per cent. 


Mr. Stafford: You consider that your com- 
pany has about 5 per cent of this business, 
and there is also Canada Wire and Northern 
Electric. For our assistance would you care to 
name any other major producers of electrical 
wire and cable? 


Mr. Zimmerman: Yes. There is another 
very large one—they are not in the same 
league with the two giants—Phillips Cables 
Limited of Brockville. 


Mr. Stafford: That has nothing to do with 


_ Phillips of Holland? 


Mr. Zimmerman: No. 
Mr. Stafford: This is Phillips Cable. 
Mr. Zimmerman: That is right. 


Mr. Stafford: I am not trying to pin you 


_down, I know these can only be approxima- 


if 


tions, but what percentage would they have? 


Mr. Zimmerman: I think they have slightly 


_ under 20 per cent. 


Mr. Stafford: So Northern Electric does not 


_ dominate this particular market. 


Mr. Zimmerman: No, they do not have the 
sole role by any means. 


Mr. Stafford: On page 12 of your brief 
there is a section underlined which reads: 


In short, communication technology is 
now imposing unity upon all communi- 
cation techniques. There is no longer any 
distinction among the various forms of 
communications. All of them can now 
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pass through the same relays in the form 
of identical electronic pulses. 


How is it going to help the ordinary tele- 
phone subscriber if Bell does not use its 
communication network for all profitable 
types of telecommunications? 


Mr. Zimmerman: I think it will help them 
in two ways. Let us assume that by regula- 
tion Bell is the common carrier and is 
confined to the telephone inputs and outputs. 
Firstly, it will make available to all comers 
the use of these electronic highways or com- 
mon carrier networks as a matter of right 
and not as a matter of Bell’s choice. Almost 
overnight the use of their installed networds 
would become a matter of public interest. 
They have to lease; they cannot choose their 
customers. I am convinced that Bell is now 
and has for years been choosing their cus- 
tomers and the use of this network with a 
view to where it was going and this is why it 
is now asking to acquire other companies. 
Therefore, it has chosen its non-telephone 
service customers. 

The other immediate effect would be the 
restraint on Bell’s expenses in developing 
other types of services such as private com- 
munications, outlets and CATV systems 
which are a charge against their operations, 
they get wound up in their rate base, and it 
is on this rate base that the approved earn- 
ings come out and on which the telephone 
subscribers rates are set. They are now devel- 
oping various intercommunication systems, 
the CATV systems, for example, which are 
quite unrelated to their telephone role. These 
types of expenditures would be reduced. We 
again make the assumption that Bell’s role 
has been defined as a common carrier and 
the telephone is their field. I then suggest 
that regulation would also read into the cost 
structures between Northern and Bell and it 
would look at the efficiencies of manufactur- 
ing common carrier equipment and not a va- 
riety of other products which may or may not 
be profitable—and my suspicion is that they 
are not—and the efficiencies flowing from this 
should in my opinion pass to the telephone 
subscriber. 


2 Gl05b0: acm:) 


In my view, the greatest benefit would be 
the compulsion to now use the installed plant 
for all comers for these services, just as the 
railways or hydro-electric power commissions 
must accept all customers without choosing 
those whom they wish to favour and with an 
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eye down the road to acquiring other inter- 
ests. I think this is where the conflict comes 
in. They are in a position where they can 
now use their networks—outside of telephone 
usage—for whatever they want and with- 
out taking on customers as a matter of 
obligation. 


Mr. Smith: I would like to add that one of 
the compelling arguments against using an 
analogy such as hydro-electric is that Bell is 
the only company with the right to string 
lines along streets or under streets and there- 
fore, as they have that sole right, it should be 
made available to everybody at regulated 
rates. 


Mr. Stafford: Further to what you said, is 
it not correct that the more money Bell can 
make on all non-telephone communication 
uses the cheaper the telephone services will 
be to the telephone subscribers, and as there 
are about, three million telephone subscribers 
to Bell Telephone and 1,299 shareholders of 
Industrial Wire it would appear that the first 
interest should be to those subscribers, would 
it not? 


Mr. Zimmerman: I do not think so. I think 
that Bell’s role, as a government-created 
monopoly, is satisfying a public need. I think 
that monopolies arise out of general public 
need and are for the public interest, not the 
Bell shareholder or the Bell subscriber, 
because we are not talking about regions in 
Canada and you are selecting their area and 
saying, “God bless you people,” and to strain 
it a bit, the rest of us are second-class citi- 
zens. However, I think the monopoly arises 
out of a public need, and that need should be 
clearly defined as the boundary outside of 
which this monopoly should not run. 


That is a philosophical argument but I 
think there is a very compelling economic 
argument as well. That is, that Bell or any 
company vertically integrated can be an 
efficient manufacturer on its main product 
line but if its management has acquisition 
interests and it is going to broaden they 
become no better and probably not nearly as 
good as the hard-fisted entrepreneur who 
wants to come in around the periphery of its 
activities. I suggest that is exactly what we 
have in the Northern-Bell context. 


Mr. Stafford: You missed my main point, 
which was that the more money Bell can 
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make on its non-telephone communications 
uses the cheaper the telephone services will 
be. 


Mr. Zimmerman: [ agree, and I just itali- 
cized the word ‘‘make’’. Accountants have 
great ways of showing whether money is 
made or lost. With the type of regulation— 
and I also put that word in italics—that we 
have had in Canada, who knows where Bell’s 
money is made and where it is lost? 


Mr. Stafford: You are missing my point. I 
am trying to get at the fact that we do not 
know how much of this electrical cable Bell 
uses. Is it correct that Bell uses more than 
they manufacture? Do they sell it in competi- 
tion with your company? If they do sell it in 
competition with your company, then, of 
course, the cheaper the price the better the 
quality and you would have to leave that up 
to the people who wanted it. 


Mr. Zimmerman: Yes. 


Mr. Siafford: Let us go back to my long- 
winded question. It is correct that Bell uses 
all they manufacture? Do they sell it outside? 


Mr. Zimmerman: They sell it outside. 


Mr. Stafford: So in a sense your argument 
would not quite hold water because of the 
fact that the price as well as the quality 
should be looked at by those who want to 
purchase it? 


Mr. Zimmerman: Right. Let me take my 
product and I will try to hit your question 
exactly where you want it answered. 

When they sell their surplus to the public, 
which is the same as our product, in an 
amount over and above their own needs, 
they are making something which they do 
not use in their enterprise at all. 


Mr. Stafford: They do not use it at all? 


Mr. Zimmerman: No. I can name product 
after product. Let us take a well-recognized 
one, building wires. Bell Telephone in its 
system requires communication cables. It 
does not use building wires unless it wants to 
do its own maintenance work. 


Mr. Stafford: I do not know this, you see. 


Mr. Zimmerman: Yes. This is where I 
think the broad generalities break down 
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when you look at specific products. Over the 
years Northern has been a very large sup- 
plier of aluminum power cables, things on 
which Magaguadavic would bring power 
from Churchill Falls. They are entering into 
products for which they have no need in 
their own facilities. They are simply reaching 
for additional business and getting out into 
areas that are not related to their telephone 
requirements. I am absolutely convinced that 
in this area they are not the most efficient 
manufacturer. We could compete with them 
on our product lines and I am absolutely 
satisfied that with the proper distribution 
and allocation of costs we are a lower cost 
manufacturer than they. We think we know 
our business very well. We do not have their 
tremendous size. I think size has become 
equated with efficiency and certainly in any 
business this is a very dangerous assumption 
to make. 


Mr. Stafford: I noticed you mentioned the 
word ‘‘monopoly” on three different occasions 
when you were here on October 31. On the 
top left of page 124 you more or less say that 
Bell has a monopoly. In the left-hand column 
of page 137 about half-way down you say 
Bell has competitors and also on page 124 
you say in the right-hand column about half- 
way down that there are many companies in 
the telecommunications field. Is there not sort 
of a slight contradiction there? 


Mr. Zimmerman: Probably the contradic- 
tion occurs when qualifying the area in 
which they are a monopoly. I think we all 
recognize them and they refer to themselves 
from time to time as a monopoly in the 
telephone business within their area. In 
Toronto we have a monopoly on telephones 
and it is only within that context that I 
should use the word ‘‘monopoly”. 


Mr. Stafford: Going back to my original 
question on this particular group, if Bell 
gives up profitable business to its competitors 


_ it will not keep the cost to subscribers down, 


will it, if it is really profitable? 


Mr. Zimmerman: If it is really profitable, 


| then obviously it will result in a contribution 


to the telephone subscribers. I agree with 
you. 


Mr. Stafford: What did you mean when 
you said on page 137 that Bell’s competitors 


_ are Canadian in every sense of the word? 
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Mr. Zimmerman: I think we... 


Mr. Stafford: This appears in about the 
centre of the left column. 


Mr. Zimmerman: You are giving the page 
number of the transcript. What was that 
again? 


Mr. Stafford: In the left column of page 
137 about half way down you say, “Bell’s 
competitors are Canadian in every sense of 
the word”... I wonder if you include CN 
and CP Telecommunications in this? 


Mr. Zimmerman: I think this was a riposte, 
if you like, to the sort of flag-waving public 
relations which Bell wraps around its public 
utterances which may leave the impression 
that they and they alone are Canadian. I 
certainly view most of their competitors in 
the telecommunications field as Canadian as 
Bell in their manufactured product, resident 
management, and so on. 


Mr. Stafford: Do you consider those com- 
panies that sell communication devices for 
computers, for instance, in competition with 
Bell such as IBM, CGE, Remington Rand and 
Westinghouse to be as Canadian as Bell? 


Mr. Zimmerman: I certainly would not if 
we are talking about the ownership shares. 
As far as the Canadian content of many of 
their products is concerned and how much 
labour is involved and how many jobs are 
created, I think they are comparable Canadi- 
an companies, yes. 


Mr. Stafford: But a wholly-owned subsidi- 
ary is hardly Canadian-owned. 


Mr. Zimmerman: I agree in that context it 
would not apply. 


Mr. Stafford: For example, in the com- 
munications business the largest owners of 
community antennae are Cable TV systems 
in Canada, Famous Players and the Co- 
lumbia Broadcasting System. They are not 
really Canadian, are they? 


Mr. Zimmerman: Not in the context of 
ownership. But if you look at them numeri- 
cally—and this is emerging rapidly as an 
entrepreneurial activity—I think you will see 
there is a very high content of Canadian 
ownership. But again you have to look some- 
what outside the Bell areas to find this entre- 


206 


preneurial flavour. You have to talk to Bell 
and there is an element of choice in who gets 
into CATV within Bell systems in my under- 
standing of the marketplace today. 


e (10:20 a.m.) 


Mr. Stafford: I just have one more qucs- 
tion in relation to this in connection with, 
say, the purchase of telephone switchboards, 
sets of exchanges or telephone communica- 
tion apparatus which is sold in competition 
with Bell. I understood at the first meeting I 
attended, I think it was with the Bell Tele- 
phone people, several other companies were 
named. I have in my notes, Ericsson of 
Sweden, Siemens of Germany, I.T.&T. and 
General Telephone, both of the United States 
and Philips of Holland as the competitors, 
all five being foreign companies, and that 
Northern Electric is the only one who com- 
pete directly with them and were it not for 
them, as I remember out of the information 
which they gave us, possibly in excess of 
$200 million a year this particular type of 
equipment would have to be purchased out- 
side of Canada, from one of these five com- 
panies. Is that a correct statement? I think 
somebody in Bell Telephone said it. Is that 
correct? 


Mr. Zimmerman: Yes; to the best of my 
knowledge I would subscribe to that and I do 
not want in any way to detract from the 
world leadership role they have earned in 
the telephone type equipments. They are a 
world competitor and within Canada are far 
and away the mostly broadly based manufac- 
turer in that field. It is in the peripheral 
fields that I take exception to their activity. 


Mr. Stafford: But when you said, as I 
originally stated that, Bell’s competitors are 
Canadian in every sense of the word, would 
you explain just again what you meant? By 
my questioning my meaning of that was not 
correct, was it? 


Mr. Zimmerman: No. 
Mr. Stafford: What was your meaning? 


Mr. Zimmerman: I mean the competitors in 
which they are confronting ourselves, the 
CATV operators, the private telephone com- 
munications manufacturers, the area outside 
the telephone business, because there is hard- 
ly an element of secondary electrical manu- 
facturing in which Northern and Bell are not 
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involved. Now, this touches the whole variety 
of interrcoms, wire and cable, digital systems 
—you are getting into computers—so that as 
we are talking telephone equipments and 
telephone competitors in this, I quickly agree 
with you, they are in a class by themselves. 
But I think to wrap that posture around all 
the other peripheral things and claim that 
they are the only Canadian is a distortion of 
the facts. 


Mr. Siafford: But because they are there, 
because they are owned by Bell and because 
a wholly-owned subsidiary of Bell Telephone 
is not the easiest thing to be taken over, say 
by purchases of shares by Americans, in 
reality Northern Electric is a good thing for 
Canada and without them probably we 
would have a balance of payments of possi- 
bly over $200 million more. Is that correct? 


Mr. Zimmerman: I think Northern Electric 
and The Bell Telephone is a very good thing 
for Canada. I think it could be a lot better if 
it were regulated and its role defined. I am 
not subscribing to splitting these two or 
downgrading their performance in the tele- 
phone industry; not at all, but I think the 
obligation on a monopoly to satisfy a public 
need should be clearly defined and then 
regulate it so that it is satisfying a public 
need, and that the other sectors of the econo- 
my are not being hurt by the monopolistic 
aspects flowing out in an unregulated way 
and they pre-empt. 


Mr. Stafford: Just a final question. To go 
back to an answer you gave a few minutes 
ago, that if they could show that they did 
make a profit on each of these individual 
businesses not related to the telephone 
apparatus, it does in effect, perhaps, help 
three million subscribers which would be a 
far larger proportion of the shareholders of 
any company in Canada, would it not? 


Mr. Zimmerman: It would help the sub- 
scribers if what you say could be shown clear- 
ly, I agree. But again I suggest to you that 
helping three million, or whatever the num- 
ber is in Ontario and Quebec, and ignoring 
the other segments of the economy is taking, 
in my view, a very narrow view of what is 
desirable in Canada, a trading nation, where 
secondary manufacturing has got to be the 
tool with which we raise our standard of 
living. If we are going to put all our chips 
behind Bell Northern in the electrical end, I 
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just say this is not warranted by the facts 
and the experience we have had thus far. 
To take a tremendous record in telephone 
and then to bless it with all the other things 
in telecommunications is not I think recog- 
nizing all the forces and disciplines at play in 
this rather involved area. 


__ Mr. Deachman: Mr. Chairman, I want to 
follow up just for a moment a question or 
two which the previous member raised that 
_have to do with the ownership of the compa- 
| ny and its record. I have before me, Mr. 
Zimmerman, the Survey of Industrials, 1967, 
at page 221 of which appears the item cover- 
_ing the activities of Industrial Wire and 
' Cable Co. Ltd. I want to refer to total sales 
for 1964 which were approximately $7.8 mil- 
‘lion; for 1965, approximately $11.1 million; 
and for 1966, $17.8 million. In the light of the 
sales record of the company, one could not 
really say that you come here for relief, can 
one? This is a pretty good effort for a 
Canadian company. 


Mr. Zimmerman: I am not going to apolo- 
gize for what success we have had. 


Mr. Deachman: You are not apologizing for 
the successes of the company. 


SS eo ee a 


Mr. Zimmerman: No; I would suggest it 
might have been better had some other 
things prevailed in the marketplace but we 
_are not here as petitioners for relief. 


_ Mr. Deachman: No; I notice that in 1964 
you had net earnings of $589,000. In 1965 
your net earnings were just a little over $1 
million and in 1966 your net earnings were a 
little over $1.6 million. So, your net earning 
‘picture has been pretty good too, and so 
really we could not say that you have been 
Oppressed by a monopoly, could we? We 
would not want to say you were coming here 
‘for that purpose. Let us compare this with 
| Phillips Cables Ltd. which is on the same 
\ Page, 221 of the Survey of Industrials, a 
/competitor of yours. Their net sales in 1964 
/were $37 million, in the next year $44 mil- 
jlion, and in the next year $59 million. They 
Were a very successful company but not 
/nNearly as successful as you were, sir. How do 
‘you account for that? How is it that you 
have been able to show such a much better a 
‘record in increase in sales and extension into 
_the market than Phillips Cables Ltd. 
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Mr. Zimmerman: Well, not to claim any 
great superiority of judgment or management 
nor to appear unduly modest, I think they 
are not exactly comparable companies. I 
think you should realize that in those sales 
and earnings figures were acquisitions, rather 
meaningful acquisitions on our part which, to 
the best of my knowledge, Phillips did not 
have to sort of meld in increases. On a par- 
ticipation basis within the markets that we 
do compete in, we would like to think we 
enjoy a little bigger share of things today 
than we did compared with Phillips a little 
while ago but not in the relationship of these 
figures. 


Mr. Deachman: I want to refer now to the 
question of the ownership of the company 
which was previously raised. There are a 
couple of points I would like cleared up. I 
note in the list of directors which appears in 
the Survey of Industrials, the name of Mr. 
C.P. Clare of Chicago, who seems to be the 
only non-Canadian resident among your list 
of directors. Can you tell us something about 
Mr. C.P. Clare and his relations with the 
company? 


@ (10:30 a.m.) 


Mr. Zimmerman: Yes; Mr. Clare is a 
graduate from B.C. His home was in British 
Columbia. I suppose he is a man of about 
sixty. I met him in a business connection in 
1955. We have always had a personal rap- 
port. At one point I was working for a 
Canadian subsidiary of a company of which 
he was executive vice-president, Universal 
Controls of New York. My association with 
Industrial Wire arose very directly through 
my association with Mr. Clare. I was work- 
ing for another company and he informed me 
that they were disenchanted with their wire 
company in Canada, it had no mix with what 
they were doing and they would like to 
unload. Also they had management problems 
so, in a word, he offered me an opportunity 
to dispose of a company and take over its 
management. 

I saw it as a personal opportunity and I 
joined the company as president and lined 
up my financial backing and, in the course of 
time, we acquired entirely the shares from 
Universal Controls. Through all of this period 
Mr. Clare had been a director of Industrial; 
we had this personal relationship. He has 
remained strictly on my request. I enjoy the 
privilege of selecting my directors and Mr. 
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Clare has been a director since my first join- 
ing it. His financial interest in the company 
is limited strictly to a qualifying share and he 
represents no interests. He finds it very much 
a personal association, and when he comes to 
directors meetings it is a personal thing at 
my home, so that is Mr. Clare’s position. 


Mr. Deachman: I refer now to page 2376 of 
Moody’s Industrial Manual, 1966, under the 
subject, Universal Controls. There is a para- 
graph here which says: 

In 1958, acquired Industrial Wire and 
Cable Limited, Toronto, for $3,000,000 


And then in brackets, 
(sold in Jan., 1962) 


Can you throw a little more light on that 
sentence? Industrial Wire and Cable appar- 
ently was a subsidiary of Universal Controls 
at least between the years 1958 and 1962. 
When it was sold in January 1962, who was 
it sold to? 


Mr. Zimmerman: I think we had alluded to 
it but I will go into the detail. We incorporat- 
ed UCH holdings as a Canadian company 
with entirely Canadian interests and the 
shares which Universal Controls had were 
sold to this shareholding company which 
retains that ownership to this day. 


Mr. Deachman: Let me try to get this 
clear, UCH Holdings is a holding company 
which bought a Canadian holding company... 


Mr. Zimmerman: No, no. It bought the 
shares of Universal Controls. 
Mr. Deachman: ...which bought the 


shares of Universal Controls or of Industrial 
Wire... 


Mr. Zimmerman: I am sorry; of Industrial 
Wire that Universal Controls owned. 


Mr. Deachman: That Universal Controls 
owned, and you are on the board of UCH 
holdings. 


Mr. Zimmerman: Yes, I caused the compa- 
ny to be incorporated and I am on the board. 


Mr. Deachman: Let me refer again to the 
Survey of Industrials at page 222. It refers to 
your debenture holdings. 


Under an arrangement completed with 
Universal Controls Inc. in November 
1963, the original issue of $2,500,000 of 
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6% conv. debs. was exchanged for $2,000,- 
000 non-conv. Series A debents. and 
$500,000 conv. Series B debents., neither 
series bearing interest. 


Can you comment on the debenture hold- 
ings now of Universal Controls? I presume, 
then, the company issued debentures in 
exchange for that stock, did it? What was the 
significance of the debenture issue at that 
time? 


Mr. Zimmerman: I will run through this 
quickly. The company that was purchased by 
Universal Controls in the first instance was a 
$3 million cash deal and... 


Mr. Deachman: Industrial Wire and Cable 
was bought by Universal Controls in 1958 for 
$3 million. Is that correct? 


Mr. Zimmerman: Yes; let us just watch, 
though. There is a change in name here that 
is significant and rather subtle. Industrial 
Wire and Cable Limited, a private company, 
was purchased for $3 million in 1958 I think, 
and subsequently, it was acquired by the 
Associated Standard Wire that was listed on 
the Toronto stock exchange, and that under- 
taking involved the setting up of a propor- 
tion of this original $3 million investment as 
equity and the great bulk of it—$2.5 mil- 
lion—as debt. That is where the debenture 
issue has its roots. This acquisition by the 
publicly listed company, as it was then, had a 
name change. Associated Standard was not a 
name that we liked so we moved Industrial 
Wire and Cable Company Limited up on top. 
At this point we had, just to keep ball park 
figures, I think around five or six hundred 
thousand dollars of the Universal holding in 
an equity position and $24 million in a debt 
position. That is the root of the debenture 
issue and its reasons. 


Mr. Deachman: Is it correct to say that you 
have repatriated the shares of Industrial 
Wire and Cable which were owned by Uni- 
versal Controls? 


Mr. Zimmerman: That is right. 
Mr. Deachman: Into UCH holdings? 
Mr. Zimmerman: That is right. 


Mr. Deachman: In UCH holdings as a 
Canadian owned firm? 


Mr. Zimmerman: That is right. 


Mr. Deachman: I have one other prob- 
lem and this is the question of how 
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far Bell Telephone as the operator of a tele- 
phone company should be permitted to get 
itself involved in other forms of service in 
the telecommunications field. We in this 
Committee are pretty familiar with the CPR 
which has been before us on a number of 
occasions. While I must admit that it is so 
complicated it drives members of this Com- 
mittee up the wall, how can we agree with 
you that the telecommunications field should 
be parcelled up to such a point that a compa- 
ny like Bell Telephone remains strictly in the 
telephone field and in no other aspect of 
communication, when we have companies 
such as the CPR which was established as a 
monopoly and finds itself in a multitude of 
fields and even now in a communications 
field in direct competition with The Bell 
Telephone? Just how do we square all this in 
our own thinking here as members of Parlia- 
ment. 


Mr. Zimmerman: Well, I must like you plead 
very limited expertise in matters relating to 
railways. But I think there is one very large 
factor present in the Bell situation that is not 
in the CPR or the railways or any other mon- 
opolistic situation. That is, its dual role of a 
service company and a manufacturer, and one 
facet under nominal regulation and the other 
completely unregulated. We could write theses 
on this. I just do not think there is any anal- 
o8y; or any example, to be drawn from these 
two areas, because of the structure of service 
manufacturing, for one thing, and the trend 
in technology and its rapid development. 
Where is this leading? Again, there is no 
parallel between these two roles. I am afraid 
my examples have been... 


| 
I 


| 


° (10:40 a.m.) 
| Mr. Deachman: Well, I think that is a 
rather philosophic argument. 


| 


™ will let it Mr. 


Chairman. 


go at the moment, 
| 

| 
( Translation) 


Mr. Emard: Mr. Chairman, do we have an 
interpreter this morning? 


| The Vice-Chairman: If you just want to 
wait a moment, Mr. Emard. Yes, go ahead. 


Mr. Emard: Mr. Chairman, I would like 

to continue along the same line as my pred- 

2cessor, Mr. Deachman. Unfortunately, I have 
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to rely on my own translation because we 
have had no translation of the brief In- 
dustrial Wire and Cable which was given to 
us. In spite of the Chairman’s promise, the 
translation of No. 5 is not yet ready. 

I would like to know how many shares 
have now been issued by Industrial Wire and 
Cable? 


(English) 

Mr. Zimmerman: Well, on the matter of the 
availability of the French translation, we 
provided these along with the English. 
However, in answer to your question about 
the issued shares, approximately 1,720,000 
have been issued. 


(Translation) 


Mr. Emard: What is the present market 
value of the shares? 


(English) 


Mr. Zimmerman: As of last night I think it 
was around $4. 


(Translation) 


Mr. Emard: If I refer also to the Survey of 
Industrials, I see that you have 500,000 Series 
“B” debentures, convertible at $1 between 
1970 and 1971. 


I. would like to know to whom these 
debentures belong. Do they belong to Indus- 
trial Wire or UCH Holdings? 


(English) 


Mr. Zimmerman: The beneficial interest on 
that debenture ultimately comes to UCH 
Holdings. 


(Translation) 


Mr. Emard: I was very proud, as everyone 
else, to see, if I refer to page 4 of your brief, 
that: 


(English) 


Industrial Wire is a publicly-owned Canadi- 
an corporation. More than 99 per cent of its 
approximately 1,200 shareholders are 
Canadian residents. This is a higher percent- 
age of Canadian shareholders than Bell has. 
(Translation) 

I am very happy to know that 99 per cent 
of the shareholders of the company are 


Canadian. I think it is important, to know, 
when the representatives of a company come 
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before the Committee, that the company is a 
Canadian firm. I think the Committee, would 
react differently, I know that I would react 
quite differently if it were a subsidiary of an 
American firm coming before us. Now I 
would like to establish that your company is 
really Canadian. I would also like to know, 
who holds the majority of the shares, and 
who are the owners of these shares. If I refer 
to Insiders Trading Report on page 82, it is 
stated that UCH Holdings holds 650,000 
shares of the Industrial Wire and Cable 
Company. It is also stated that London and 
Brussels Investment Ltd. holds 650,000 of the 
company shares. 

Are these the same ones or does each of 
these firms have 650,000 shares? 


(English) 

Mr. Torrance: They are the same shares. 
That is a mistake in the report that the 
Ontario Securities Commission put out. 
(Translation) 

Mr. Emard: To whom do these shares 
belong? To London and Brussels or to UCH 
Holdings? 

(English) 

Mr. Torrance: UCH Holdings. 
(Translation) 

Mr. Emard: Does UCH Holdings have any 
other shares besides these 650,000? 

(English) 

Mr. Torrance: No. 


(Translation) 

Mr. Emard: Do they hold the majority of 
shares in the company? 
(English) 

Mr. Torrance: They have 650,000 shares 
out of 1,720,000 shares. 
(Translation) 

Mr. Emard: Where is the head office of 
UCH Holdings? 
(English) 

Mr. Torrance: In my office. 


(Translation) 


Mr. Emard: Who are the main sharehold- 
ers, I mean the large shareholders who, if 
they combined their shares, could control the 
company? 
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(English) 
Mr. Torrance: The largest shareholder of 
Industrial Wire and Cable? 


Mr. Emard: No, no; of UCH Holdings. 


Mr. Torrance: There is fundamentally only 
one shareholder of UCH Holdings, and that is 
London and Brussels Investments Limited. 


(Translation) 


Mr. Emard: Is London and Brussels a Ca- 
nadian firm? 


(English) 

Mr. Torrance: Yes, it is; it is a Quebec 
Company. 
(Translation) 

Mr. Emard: Does UCH Holdings have any 
interest in any other firms or are they limited 


to holding shares of Industrial Wire and 
Cable? 


(English) 

Mr. Torrance: Solely shares of Industrial 
Wire and Cable. 
(Translation) 


Mr. Emard: In a document from the 
Toronto Stock Exchangé, published on July 
16, 1964, and signed by the president, Mr. 
Zimmerman, we read, in the paragraph 16: 


(English) 
Names and addresses of persons whose 
shareholdings are large enough to 


materially effect control of the company. 


(Translation) 
And I am reading what is written here: 
(English) 
UCH Holdings Limited owns beneficially 
750,000 of the outstanding 1,389,000 com- 
mon shares at the time... 
And this was in 1964. 


...-in the capital stock of the company. 
As a result of the foregoing, UCH Hold- 
ings Limited is in a position to control 
the Company. 


Mr. Torrance: It was at that time, but 
things have changed. They have sold 100,000 
shares, reducing their holding from 750,000 
to 650,000; and more shares have been issued 
in the company, bringing the total up from 
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1,300,000, as it was then, to 1,700,000, as it is 
now. 
(Translation) 

Mr. Emard: No one company controls In- 
dustrial Wire? 
(English) 

Mr. Torrance: Obviously 650,000 shares is 
a lot of shares; but that is the biggest holding 
of any company. 

(Translation) 

Mr. Emard: And if we look a little further 
in the same paragraph 16 it is stated: 
(English) 


All the shares of UCH Holdings Limited 
are beneficially owned by London and 
Brussels Investments Ltd. whose address 
is 1155 Dorchester Boulevard West, 
Montreal, P.Q. 


Is this still the same today? 
Mr. Torrance: Yes. 


Mr. Emard: UCH Holdings’ shares are held 
by London and Brussels Investments Limit- 
ed. I would like to ask the same questions 
_ that I asked before. 
(Translation) 
_ The Head Office, as we can see, is in Mont- 
real. This is still true? 
(English) 
Mr. Torrance: Yes. 


| (Translation) 
__ Mr. Emard: Who are the main sharehold- 
ers of London and Brussels? 
(English) 
Mr. Torrance: I am afraid I have no idea. 


(Translation) 


Mr. Emard: How is it that you do not 
know who are the main shareholders of Lon- 
don and Brussels? Would the company Presi- 
dent, Mr. Zimmerman, know? 


(English) 
_ Mr. Zimmerman: No, I do not know. 
-e (10:50 a.m.) 


_. Mr. Deachman: May I ask a supplemen- 
tary question? In other words, you really do 
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not know who are the owners of London and 
Brussels Investments Ltd., and, if the control 
of the company rests ultimately in London 
and Brussels then you do not know who 
controls the company, and your previous 
statement that this a Canadian-owned or 
controlled company does not stand up? 


Mr. Zimmerman: No. 


Mr. Deachman: Unless you really do not 
know who owns London and Brussels Invest- 
ments Ltd. your previous statement does not 
hold up. You do not know whether or not 
Canadian control exists? Is that correct? 


Mr. Torrance: No. The question was who 
were the shareholders in London and Brus- 
sels Investments Ltd. The answer is that we 
do not know. The answer to the question 
whether Industrial Wire is owned by Canadi- 
ans we do know. The answer is that they are. 
Mr. Zimmerman will solve this riddle for you 
to the extent to which he can. 


Mr. Zimmerman: The ultimate... 


(Translation) 


Mr. Emard: I would like to know exeactly, I 
was told that Mr. Zimmerman would answer 
this question. I would like to know who are 
the shareholders of this company. 


(English) 


Mr. Zimmerman: No. The shareholders of 
this company and its corporate structure, I 
am not personally, in a legal way, informed 
on. I know the interests; and the reasons 
which I discussed previously, for some people 
not coming out in the open and confronting 
Bell, explain in its entirety the apparent 
mystery of who is associated with me and 
my associates in Industrial Wire & Cable Co. 
There are large shareholders who feel no 
embarrassment. Three of them are sitting at 
the table here. We have substantial blocks of 
industrial stock. The holding company was 
incorporated by myself and Mr. Torrance to 
provide a route for investment without dis- 
closure because of our involvement at the 
time with The Bell Telephone Company of 
Canada. It is just that simple. 


(Translation) 


Mr. Emard: I do not know why you object 
to giving us the information, because this 
information is not confidential, it can be 
obtained at any time. 
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I have before me the report “Annual Re- 
turns” under the “Corporations and Labour 
Unions Returns Act,” of September 1966, I 
read: “London and Brussels” and anybody 
can get this. All you have to do is to go to the 
Parliamentary library here and the research 
department will hand it over. It only takes 
five minutes. In this report appear the name 
of the President and Director: J. H. E. Colby, 
4065 Gage Road, Montreal; Mr. W. C. Leg- 
gett, vice-president and director, 647 Gros- 
venor Avenue, Montreal; L. Prime, secretary- 
treasurer and director, 3235 Ridgewood 
Avenue, Montreal. I cannot see why you wish 
to hide the fact that the London and Brussels 
Investment Ltd. has directors. These direc- 
tors exist, this is a known fact; you have but 
to consult the report I have previously cited. 

But this is not what primarily interests me. 
What interests me most is that the three 
directors I mentioned hold three shares 
which can be termed: “directors’ qualifying 
shares”. But this company has issued 40 
shares and, consequently there remain 37 
shares. Consulting that same report, I read in 
paragraph 14... 


(English) 
In paragraph 14 there appears the following: 
Name and address of each corporation 
holding 10 per cent or more of the total 
issued shares of any class and the num- 
ber of shares of each class so held. 


(Translation) 


...and yet, under the name, we have ‘“Hemi- 
sphere Industrial Holdings Limited”, P.O. Box 
1447, Nassau, Bahamas, and the number of 
shares is 37. 


Then, even if the financial structure of 
your firm is difficult to determine, in going 
from one company to another, we find that 
your company is controlled in the Baha- 
mas. So, I do not see how you can say in 
your brief that it is a Canadian compa- 
ny, after the geneology of the company has 
been fixed. I will give you a diagram so you 
may be able to acknowledge it, for it is 
difficult to establish this corporate relation- 
ship. 

The “Industrial Wire and Cable” company 
is controlled in part by “UCH Holdings” and 
“UCH Holdings” is controlled in turn by 
“London and Brussels”; “London and Brus- 
sels” is controlled by this last company: 
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“Hemisphere Industrial Holdings” in the 
Bahamas. Now, what is this company 
“Hemisphere Industrial Holdings” in the 


Bahamas, Who, are its principal shareholders? 


(English) 

Mr. Torrance: Mr. Emard, the answer to 
your question is that the corporate lineage is, 
I am sure, as you have traced it. I have not 
traced it, ‘and ‘I ~“admire’» you** ‘tor ” your 
homework. 

The fact of the matter is that when you get 
back beyond Hemisphere Holdings you get 
back to the Canadian shareholders whose 
identity will not be disclosed for the reasons 
that Mr. Zimmerman has given to you. We 
do not know precisely the shareholdings 
when you go back because it was not meant 
that we should. In terms of who the people 
are, when you get to the end of the line, they 
are Canadians. That was the question and 
that is the answer. Who they are we are not 
prepared to divulge, for the reasons that Mr. 
Zimmerman gave. 

We have explained to this Committee 
before, and perhaps we should repeat, that 
there are certain difficulties which people 
experience in the marketplace, and in other 
places, if they have the effrontery to confront 
The Bell Telephone Company. We have that 
effrontery, and as individuals we do not 
mind standing up. There are certain people 
associated with our Company who do not feel 
the same way, for reasons best known to 
themselves. 


To the extent that that is an unsatisfactory 
answer to you, Mr. Emard, all I can do is 
apologize. That is the situation and that is 
where we are. 


(Translation) 


Mr. Emard: I do not want to take the 
whole credit for the research that was car- 
ried out. As I explained to you a little while 
ago, when we are in need of any research, 
we contact the research department here, at 
the Library of Parliament. We can obtain 
from them all the documentation we desire 
or need. So, I thank the library staff for 
having done the work for me. 


Thus, as I said to you a little while ago, if 
it is a question of a Canadian company com- 
ing before us here and asking to have certain 
of the powers to be given to The Bell Tele- 
phone Company rescinded, I agree. But if it 


| Canada. 
_ because of the Bell overhang, not to disclose 
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is that of an American firm coming before us 
or a European firm or any other, I think that 
my attitude will not be the same as in the 
case of a strictly Canadian company. Mr. 
Zimmerman, if I refer to page 137 of pro- 
ceeding section number 4, where you say and 
I think these are the questions: 


(English) 

Who is in control of this company? 
Who is making its day-to-day decisions? 
Who says that they are going to buy a 
telecommunications company, or get into 
battleships, and so on? With whom do 
these decisions lie? Who makes them? 
Who can question them? Who arbitrates? 


(Translation) 

So, if these questions are valid for The 
Bell Telephone, I think they are _ just 
as much so with regard to Industrial Wire 
and Cable. So, I would like to have you 
explain a few things for us. Is Industrial 
Wire and Cable a Canadian company or is it 
a firm controlled in the Bahamas? 


(English) 


Mr. Zimmerman: The answer is as already 
stated. It is a Canadian-controlled and run 
company, and for reasons that are well- 
understood and have been stated previously, 
the identities of all of the shareholders have 
not been disclosed. I think we have all been 
sufficiently involved in business to know that 
it is a common practice, depending on the 
nature of one’s operations, to have foreign 
corporations. In the present situation the 
need to determine the point of control I sug- 
gest you use is a very secondary one when it 
comes to our position in these proceedings. 
Either our views, facts and so on stand the 
light of day and commonsense or they do not. 
Politically I am sure they may lose some of 
their impact if they are clearly European 
interests or American interests that are 
speaking to the point. I do not think the 
analogy drawn between my comments relat- 
ing to the control of The Bell Telephone 
Company and Industrial are directly compa- 
rable. But be that as it may, I again give 
you, as we have in other circumstances: this 
company is owned and controlled entirely in 
It has very compelling reasons, 


all the shareholder identities, for the economic 
Tesults of this are very punitive. And again, 
this is not an isolated example of Bell’s pres- 
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sure; it has been documented in front of this 
Committee before. 


e (11:00 a.m.) 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, may I ask a supplementary question 
along the lines of Mr. Deachman’s. Can I ask 
if, to the best of your knowledge, the control 
of this London and Brussels Investments Ltd. 
is in the hands of Canadian citizens? 


Mr. Zimmerman: It is; resident in Canada. 
Mr. Rock: I have a supplementary question. 
Vice-Chairman: Mr. Emard. 


Mr. Rock: If Mr. Emard has no objection, 
it would fit into this... 


Vice-Chairman: You may ask one question. 


Mr. Rock: Mr. Zimmerman, when you say 
that it is controlled in Canada, do you mean 
it is managed in Canada? 


Mr. Zimmerman: No. 


Mr. Rock: controlled in 


Canada? 


Financially 


Mr. Zimmerman: Financially controlled and 
owned in Canada. 


Mr. Rock: We are talking about UCH 
Holdings? . 


Mr. Torrance: That is fundamentally what 
we are talking about. UCH Holdings Lid., 
through the London and Brussels Invest- 
ments Ltd. to the Hemisphere Holdings Ltd., 
back to Canada; that is the fact. 


Mr. Rock: You are not prepared to divulge 
in which manner? You are just making this 
as a Statement... 


Mr. Torrance: Well, we do not know in 
what manner. 


Mr. Rock: If you do not, how are we to 
know? 


Mr. Torrance: Mr. Zimmerman and I have 
tried to explain to this Committee... 


Mr. Rock: I can understand that, but I will 
have to accept Mr. Emard’s facts rather than 
yours. 


Mr. Torrance: We do not dispute for one 
second Mr. Emard’s facts; not for one second. 
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(Translation) 


Mr. Emard: Mr. Zimmerman, I do not 
understand why you refuse to reveal the 
names of the shareholders of this last compa- 
ny, i.e. Industrial Holdings? You also refused 
to tell us previously, in the instance of the 
Company London & Brussels, Investments 
Ltd. when the facts could be very well known 
by all. You have but to consult the Annual 
Returns required under the Corporations and 
Labour Unions Returns Act. But you did not 
want to tell us who were the shareholders in 
that case. It seems strange all the same, for 
you certainly know much more about it than 
we do and yet, you refuse to give us the in- 
formation. Why is it, then, that the same thing 
is being repeated now in the case of Hemi- 
sphere Industrial Holdings? 


(English) 


Mr. Zimmerman: I think the answer is 
very clearly that the nominees that were 
identified in London and Brussels Invest- 
ments Ltd. hold three shares, and there was 
no disclosure made by you or by me that 
really lifted the veil. I come back to my main 
point; you may trace the whole line and you 
still come back to people who, for reasons 
well understood by me and by them, wish 
their interest in our activities in these hear- 
ings not disclosed for fear of punitive reac- 
tions from Bell Telephone. Now, if that does 
not seem a sufficient reason to you, Mr. 
Emard, fine; it is sufficient to us. And I 
repeat again, under oath or wherever you 
like, that this Company is owned and con- 
trolled in Canada by resident Canadians. 
There is certainly a great PR that Mother 
Bell is all loving and so on, but these are not 
the facts of life in the market place. We have 
enterprises to run in the private sector, and 
they have choices to make as to where they 
will give their service and their custom, and 
these would react very adversely on our 
associates were their identity disclosed. 


(Translation) 


Mr. Emard: This does not answer the ques- 
tion, I asked you just a moment ago. 

Why did you refuse to tell us the names of 
the shareholders of London and Brussels, In- 


vestments Ltd. when it appears as a public 
document? 
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(English) 

Mr. Torrance: Mr. Emard, we have not 
checked the public documents. The fact of 
the matter is that we did not know who 
owned the shares of London and Brussels 
Investments Ltd. and I am quite happy to 
accept your word for it if you have checked 
the public documents. For all I know they 
may have been changed in the last week. But 
the fact of the matter is that you get beyond 
London and Brussels and you get down to 
Hemisphere Holdings or whatever company 
it is you named, and that is outside the 
country, and there are no Corporations and 
Labour Unions returns to check, and this is 
the very reason for putting it down there in 
the first place as we are led to believe by the 
people who did it. So that you have to come 
to a dead end and cannot find out. 


Now, we have explained the reasons for 
doing that and our certainty as to who the 
people ultimately are behind it, and I am 
afraid you will just have to take our word 
for it because we cannot say anything more 
on the subject. 


(Translation) 


Mr. Emard: I have no intention of pursu- 
ing the discussion in this regard, but never- 
theless we have now determined that control 
is exercised from the Bahamas. In view of 
this fact, does it still remain a Canadian 
company? Every body must decide. This is 
all I have to say. 


(English) 

Mr. Torrance: With respect, Mr. Emard, 
you have only reached that conclusion if you 
say that we are not telling you the truth, and 
again... 

(Translation) 
Mr. Emard: No, not at all... 
(English) | 
_ Mr. Torrance: Well, that is the case, Mr. 
Emard. 
(Translation) ; 

Mr. Emard: No. There is a difference. I did 
not say that you did not speak the truth. I 
said that you did not say the whole truth. 
(English) 


Mr. Torrance: We have stated the truth, 
we have given the answer to these questions 
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which you have asked. You started off your 
remarks by saying that it made a difference 
to you whether this was a Canadian compa- 
ny or whether it was some other kind of 
company. 

Now, first of all, do not forget we are 
talking about UCH Holdings, and therefore 
we are only talking about 650,000 shares out 
of 1,700,000. So let us get that straight first; 
we are not talking about 51 per cent of the 
company, or any higher percentage. We are 
talking about 650,000 shares, and we have 
explained to you that there may be various 
and many corporate circumlocutions and 
they were put there on purpose. But the fact 
of the matter is that the shareholding is 
Canadian and the identities are not being 
divulged for the reasons given. 


Mr. Rock: I have a few questions at this 
moment. Of course, Mr. Zimmerman, your 
prepared brief here is also in force as well as 
the more or less amended one which was 
read during the... 


The Vice-Chairman: Mr. Rock, will you 
please use the microphone? There is one 
right next to you. 


Mr. Rock: Your prepared brief that you 
submitted to us is in force as well as your 
amended one in the sense... 


Mr. Torrance: I am not sure, Mr. Rock, 
precisely what your point is. 


Mr. Rock: In other words, you were not 
following exactly your brief word for word? 


Mr. Torrance: Oh no, we supplemented it, 
but the brief itself remains. 


Mr. Rock: Remains. On page 9 of your 
brief you stated in general terms the future 
needs and future potential of communications 
and electronic highways, what they will 
Serve in the future and the whole gamut 
which new telecommunications will bring.You 
have cited these needs and all that, and you 
seem to be sort of against The Bell Telephone 
Company receiving the powers to control 
these new electronic highways. Is that not 
so? 


Mr. Zimmerman: No, not precisely, Mr. 
Rock. 


Mr. Rock: Well, I would like that 
explained, because this is the impression I 
have. 
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Mr. Zimmerman: I see. 


Mr. Rock: May I put it this way: you have 
no objection to their controlling this electronic 
highway? 


Mr. Zimmerman: Under regulation, that is 
right. 


Mr. Rock: Under regulation. It would’ be 
under regulation; this is normal. 


Mr. Zimmerman: It is not under regulation 
in the sense that these electronic highways, 
as we have dubbed them, are an obligation of 
The Bell to provide to all comers as a com- 
mon carrier. Only telephone is an obligation 
that they face. If I for example, want to 
interconnect two buildings with pieces of 
input and output equipment and want to 
lease a line from The Bell Telephone to do 
that, it is by their leave and permission only. 
I have no right to get it. I cannot demand it. 
They sit with the right to give it. But if I 
want a telephone, that is different matter; 
they must provide it. 


Mr. Rock: Yes, but I do not think that any 
municipality would refuse any person. You 
have cited a case of building to building in a 
municipality. I do not think any municipality 
would refuse the right of that company to 
put in their own communication system with- 
out using the ducts of Bell Telephone to 
connect some communication system of their 
own between two buildings across any roads. 


Mr. Zimmerman: Oh, agreed. But then we 
are saying that Bell Telephone is not a com- 
mon carrier. 


Mr. Torrance: Excuse me, Mr. Rock. Across 
roads it is not agreed. You would have to 
make your own arrangements. 


Mr. Rock: Sure. Have you heard of any 
municipality refusing this right? 


e (11:10 am.) 


Mr. Torrance: Let us face it. I have never 
heard of anyone asking for the right. 


Mr. Rock: You would not because they 
would not have to go before a board. All 
they would have to do is go before the 
municipal council and they would get that 
right at any time. Each time The Bell have to 
put up any poles they still have to get per- 
mission from the municipal council as to the 
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manner in which it is to be done, preparations 
and all that. 


Mr. Zimmerman: They have the right. 


Mr. Rock: They cannot be refused but they 
still ask permission. 


Mr. Zimmerman: This is really, I think, 
our point: that if telecommunications, with 
all its marvellous technological develop- 
ments, can be put behind a common carrier, 
that is in every sense a common carrier open 
to all, on rates that are regulated with choice 
not left in The Bell’s hands as to whom they 
will take and when, this is my concept of a 
telecommunications common carrier. 


Mr. Rock: Well, at the same time you men- 
tioned something about the threat to national 
security. Do you not feel that there would be 
more threat to national security if everybody 
could use these lines? 


Mr. Zimmerman: No. These lines are... 


Mr. Rock: Because they would have acess 
to the plans and specs and everything else if 
everyone had the right to use these lines in 
comparison to one company, which would be 
Bell. You were the one that mentioned 
national security. 


Mr. Zimmerman: That is right, and I think 
my implication here was the lack of privacy 
on Bell circuits as the situation exists today. 
They can monitor your phone and mine. 


Mr. Rock: Yes, but they would still be able 
to do so. 


Mr. Zimmerman: Who disciplines the com- 
munications over the Bell system but Bell? 
Who disciplines our mail system? We have a 
security. There is a right of privacy estab- 
lished. This is the national security element. I 
do not think the networks running down the 
streets are known to everybody as an ele- 
ment of national security. I am just not 
competent to make that kind of judgment but 
I am competent to say that if there is no 
right to privacy, this is certainly an element 
of national risk. 


Mr. Rock: Well, that is your opinion. 
Mr. Zimmerman: Obviously. 


Mr. Rock: I will accept your opinion, then. 
Mr. Zimmerman, you also mentioned some- 
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thing about the valuation and taxes that 
could be derived. I do not know why you 
brought that in your brief. You touched on 
practically every little corner just to sort of 
downgrade The Bell or something, and you 
mentioned that there should be more 
exploration into the field of taxation in 
regard to Bell Telephone as far as their poles 
are concerned and the electronic highway 
that we were talking about. Do you not feel 
that this itself would be strictly a provincial 
matter, when it comes to valuation of their 
equipment or valuation of their poles and 
lines, rather than a federal matter? 


Mr. Zimmerman: Let me just put it in 
context and I will let you be the judge of 
whose jurisdiction it is in. I am saying that 
as long as we are talking telephone business, 
I have no criticism of the special fiscal 
arrangements they have with the municipali- 
ties because this is satisfying a public need. 
But when it is applied in things outside the 
telephone we have special interests and those 
interested in things like CATV other than 
The Bell then do not meet on equal grounds. 
I am just not competent to tell you where I 
think the taxes should go. I only point out 
that in fairness, if we are talking the private 
sector against the monopoly sector, there is, 
for good reasons in my view, a special tax 
deal. Fine on telephones; but let us watch 
when we pull out a little sector and say: “All 
right, now CATV; now on-line banking; now 
educational TV” and other things which Bell 
all rolls up as telecommunications and says 
that that is telephone. That is where I 
disagree. 


Mr. Rock: At our last meeting, we had the 
Association of Ontario Mayors and Reeves. 
At the time they went into more detail about 
the taxes and I gave them the example that 
in the Province of Quebec there does not 
seem to be the same deal as in Ontario, and 
therefore I feel this is more a_ provincial 
matter than a federal matter as far as 
evaluation is concerned because in Quebec, 
in the city of Lachine in particular, they 
include on their valuation roll all the poles 
and all the lines, even the TV lines and 
everything on the poles. Therefore, if they 
want to do the same thing in Ontario, it is up 
to them to go to the provincial legislature 
and ask for that power if they do not have 
that power. 
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Mr. Zimmerman: I subscribe to your logic 
in the way it is put. I just again back into 
this by saying that The Bell was created by 
Parliament to fill a public need—a telephone 
company. Now we are asked to spread this 
around. There is a whole network of legisla- 
tion that has developed over the years under 
the concept that we are talking about a tele- 
phone company and when you change that, 
there are a lot of ripples that roll out from it. 
In that area, I say, look at the taxation as it 
would apply on the telephones where it is 
probably equitable, but now apply this in 
other areas which are not telephone. They 
are not a public need. They are very special- 
ized needs and I suggest to you that the 
network of legislation begins to come 
unravelled and it becomes inequitable. 


Mr. Rock: Do you not think, then, Mr. 
Zimmerman, it would be better for us to 
allow it as telecommunication rather than 
just telephone? 


Mr. Zimmerman: 
disastrous. 


I think it would be 


Mr. Rock: So that we would not have all 
these scattered affairs all over the place. It is 
the same thing with the BNA Act in the past 
and the hundred years of its concept—I 
mean at the time that it was written and 
studied. At the time there was just train 
travel. There were no trucks. There were no 
cars yet invented so they thought there was 
no need for any more roads and highways; 
they just said “military roads” and yet today 
the trucks are the biggest competition against 
our railway system. Actually, if at that time 
the trucks had been invented, I am sure that 
in the BNA Act the federal government 
would have had the powers at that time for 
all highways rather than just call them mili- 
tary roads. But this was a hundred years ago 
and it is the same thing with the telephone. 
At that time the telephone was just invented 
and the telegraph was just invented. If at 
that time they had had all the other types of 
communications systems which we have 
today, surely they would have given the 
same powers rather than spread. 


Mr. Torrance: I would like to make just 
one comment here. The Bell Telephone, in 
requesting changes in its charter, has asked 
for the right to construct and erect its lines 
of telecommunication along public streets, so 
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obviously since it is a request in the Bill, it is 
relevant to discuss it. We have discussed it so 
far in terms of municipal assessment. We 
have also discussed it in terms of the obliga- 
tion of Bell Telephone to provide only tele- 
phone service. I think it is significant that 
when they presented this Bill before you, 
they did not ask that their obligation be 
expanded to provide telecommunications ser- 
vices. It is still just an obligation to provide 
telephone service but they are asking for the 
right to run their lines of telecommunication 
down public streets. Now, that equation does 
not add up to one in my books. 


Mr. R. A. Smith, Q.C. (Counsel for Indus- 
trial Wire & Cable Co. Limited): To add to 
that, Mr. Rock, the principle of economics 
which we are alluding to is that the spread- 
ing of the work done by The Bell Telephone 
Ms a2 regulated), publicy ,utihity «into, an 
unregulated, non-public utility field is dan- 
gerous. And I think you have raised the 
point that we are making directly, and that is 
the decision that your committee is going to 
have to come up with: are you going to hand 
it to Bell? And if you are going to hand it all 
to Bell, is it going to be regulated or not 
regulated? And the third thing, is it then 
going to be on the basis that it will be made 
available to everyone, much as hydro ser- 
vice? These are basic decisions. These are 
economic matters which will have to be con- 
sidered no doubt by the experts that you 
OTC sesee 


Mr. Rock: So, actually, you are not object- 
ing to it, except that you just want it... 


Mr. Smith: No. 


Mr. Rock: You are not objecting that The 
Bell Telephone own and control, say, the 
electronic highways as long as this is proper- 
ly regulated. 


Mr. Zimmerman: That is right, with the 
proviso that the inputs other than telephone 
would become special; not public needs but 
special needs; that they are not in that 
unregulated area. But definitely they have 
the telecommunications highway; yes, they 
have the advantages of Northern’s manufac- 
turing for that telecommunications highway. 
We are not out to make uneconomic or... 


Mr. Rock: You are against their entering 
into any other communication field, but you 
want them to provide the services for the... 
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Mr. Zimmerman: Oh yes. They are the 
highway. They are the link. They lease 
these circuits but they are not outside the 
telephone industry in terms of putting inputs 
and outputs from this. Then you have the 
regulated sector spilling into the unregulated 
sector, and in my view this is where the 
unfairness and inequity arises. There is noth- 
ing in what we are suggesting to you that 
will cut across the efficiency and economics 
of a good telecommunications network; we 
suggest that a line should be drawn between 
that portion that is monopolistic and regulat- 
ed and that special portion that is unregulat- 
ed in the private sector. The analogy, if I 
might use it again, is the situation in the 
States where for years this has been recog- 
nized, and this is where they are. 


@ (11:20 a.m.) 


Mr. Rock: You do not object to The Bell 
Telephone going into the other telecommuni- 
cation services, or do you? 


Mr. Zimmerman: For the linkage yes, but 
they should not be in the business of equip- 
ments, the teleprinters, the facsimile units, 
the sort of service which they are not com- 
pelled to give to everyone because the com- 
petitive element enters here. To link tele- 
printers and to hire the telecommunication 
links this is their business, and that is where 
they should be. 


Mr. Rock: Tell me, Mr. Zimmerman, is 
Northern Electric giving you a lot of 
competition? 


Mr. Zimmerman: Very good competition. 
Mr. Rock: Very good competition. 
Mr. Zimmerman: Recently. 


Mr. Rock: This is one of the reasons that 
you are actually here? 


Mr. Zimmerman: Oh, we have a very basic 
gutsy reason for being here, yes sir. 


Mr. Rock: I will pass for the time being, 
Mr. Chairman. 


Mr. Bell (Saint John-Albert): May I just 
ask Mr. Torrance to repeat the obligation 
that he feels Bell Telephone should be asked 
to assume here again so I can understand it. 


Mr. Torrance: Their only obligations by 
statute is in their statute of 1902 by which 
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they are obliged to provide telephone service 
to more or less all customers—and I am 
paraphrasing. To do that they have to have 
the right to do down streets, and they do 
have the right to construct and erect their 
lines of telephone along public streets. They 
now come with Bill C-104 and say that they 
would like the power to construct and direct 
their lines of telecommunications down pub- 
lic streets, but they have not asked that 
their obligation be to provide telecommuni- 
cation services, and I say that does not add 
up. They have a monopoly and_ their 
monopoly business must be regulated. It is 
now. Their telephone rates are regulated; 
their share issues are regulated. But we 
submit they only have power to be a tele- 
phone company, so that when you regulate 
their share issues the regulation is there to 
see that the money they raise gets used for 
the telephone business, and our telephone 
rates is the only business they are supposed 
to be in. So you get to regulate them. But 
once you get them acquiring companies like 
Northern Electric, which we still do not think 
they have any legal power to have because it 
is not a telephone company, you end up with 
Bell Telephone itself, because what it does 
through a 100 per cent subsidiary it does 
itself, selling screwdrivers, light bulbs, and 
indeed wire and cable. 


Mr, Bell (Saint John-Albert): It would not 
be difficult then to propose an amendment 
along those lines? 


Mr. Torrance: Well I think it is fair to say 
that our recommendations on pages 41 and 
42 of our brief comprehend the situation, 
that they be confined to the business of a 
telephone company but that to the extent it 
is economical to use the existing electron 
highways, as we call them, for other pur- 
poses, by all means let them do that. It would 
be inefficient not to do it. We are not out to 
harm anyone but we certainly do not want to 
get harmed ourselves. So the situation should 
be: Sure let them use telecommunications 
highways for other purposes but let them not 
be in a position of saying who they will take, 
When they will take them, and what equip- 
ment will be used on them. 


Mr. Bell (Saint John-Albert): Thank you. 


The Vice-Chairman: Before carrying on 
and while we have a quorum I would ask 
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someone to move that we print as an appen- 
dix the Consent Decree tabled by Industrial 
Wire & Cable Co. Limited at the meeting on 
October 31. 


Mr. Pascoe: I so move. 


Mr. Bell (Saint John-Albert): I second the 
motion. 


Motion agreed to. 


Mr. Pascoe: Mr. Chairman, I also had quite 
a few questions in regard to the operations of 
the company but I think they have been 
fairly well covered. For my own information 
and perhaps for the information of the Com- 
mittee I might just ask one or two more 
questions. 

On page 118 of this Committee’s No. 4 
Report you say that your company has five 
plants and eight sales offices and warehouses 
across Canada. What business do you have in 
Saskatchewan? Do you supply the Saskatch- 
ewan government telephone with any mate- 
rial? 


Mr. Zimmerman: No, we do not supply the 
telephone industry really with anything of 
any importance. 


Mr. Pascoe: Do you have an office or a 
warehouse out there? 


Mr. Zimmerman: No, not in Saskatchewan, 
but in Winnipeg and Edmonton. 


Mr. Pascoe: You said that you used to be, 
and perhaps you still are, a supplier of wire 
and cable products to Northern Electric but 
then they entered into direct contracts with 
some of your customers. You said: 


Northern’s pricing reached such low 
levels that we were convinced it was 
selling below cost. 


As you see it, is that still the situation or 
have they raised their prices recently? 


Mr. Zimmerman: No. This was very quick- 
ly corrected and I have no hesitancy in say- 
ing that Northern, since we confronted this 
issue publicly, have been among our very 
best competitors. 


Mr. Pascoe: Pricewise? 
Mr. Zimmerman: Yes. 


Mr. Emard: May I ask a supplementary 
question on this matter. 
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The Vice-Chairman: Yes. 


Mr. Emard: You say in your brief that you 
were convinced that they were selling below 
their cost, but were they below your costs? 


Mr. Zimmerman: Mr. Emard, this is a 
product line and the examples we were allud- 
ing to here are ones that have very high ele- 
ments of basic raw materials that are priced 
in a commodity market where purchasing 
volumes and so on do not affect the price. 
They are also made on machines, which are 
again open to everyone, and ours are compa- 
rable to the largest companies—they might 
have 20 and we, one. Therefore I can say 
entirely to my satisfaction that they were 
selling below their costs, and if it was perti- 
nent at the time probably below mine. These 
are factory costs we are talking about and 
the context in which these situations arose 
was in the bidding on large projects, putting 
up buildings or plants. The only thing they 
actually made in the total mix was wire and 
cable but they were selling screwdrivers, 
light bulbs and the duct, and the loss leader 
was wire and cable. This is where it hurt us. 


Mr. Pascoe: On page 137 of this Report No. 
4 you talk about possible better supervision 
of monopoly situations and you say: 


...1 think it is fair to say that the Board 
of Transport Commissioners’ perform- 
ance to date has left much to be desired 
in this regard. 


Would you consider that the new Canadian 
Transport Commission might have more au- 
thority along this line? 


Mr. Zimmerman: I would hope so. Howev- 
er, we were very disappointed in the listing 
of committees in that a sector like telecom- 
munications which involves all of us from 
business, home or wherever you are, was not 
recognized as having a committee of its 
own—lI think it is still under Railways—and 
we are vitally concerned in how effective the 
regulation will be. Now in our view the pow- 
ers to regulate effectively have always been 
available to the Board. They can make 
orders, they can call evidence, they can do 
just about what they want. Therefore I think 
that possibly it is not so much a concern with 
the legislation as with the intent, the sub- 
stance and the policy that these regulatory 
boards follow. I have not read it, and you 


220 


might comment on what the new Bill gives 
them in terms of power. The old bill certainly 
had all the power they needed but there was 
no follow through. 


Mr. Torrance: Of course this Committee is 
called the Standing Committee on Transport 
and Communications, recognizing the huge 
role that communications play. The commit- 
tees set up under the transportation bill have 
nothing about communications as such; it is 
transport by rail, water, air, highway and 
commodity pipe line. Those are the five com- 
mittees that the transportation bill estab- 
lishes and we think that something like the 
FCC’s common carrier bureau which deals 
with telecommunications should be instituted 
because it is a difficult field. 


Mr. Pascoe: That is the point I wanted to 
bring out. Do you think there should be one 
more committee to look after this? 


e (11:30 a.m.) 


Mr. Torrance: Yes, I think there should be 
another Committee. In terms of the actual 
jurisdiction of the Commission itself, I think 
they have the necessary powers at the 
moment to properly regulate a telephone 
company as long as you keep it a telephone 
company. But if you change the rules... 


Mr. Bell (Saint John-Albert): It is too bad 
we did not know about that, Mr. Chairman. 
We made a hundred amendments and we 
could have inserted another one. 


Mr. Pascoe: I have just one more question, 
Mr. Chairman. On page 117 Mr. Zimmerman 
says: 

I personally put it in the category of 
GATT in so far as it- will béar-on our 
segment of the electrical and communi- 
cations industry. 

Do you see GATT benefiting your Company 
or any opportunities there? 


Mr. Zimmerman: Yes, 
There are obviously many forces at play. 
However, our company rests on at least three 
of Canada’s great natural advantages. We are 
a storehouse of raw materials and we area 
processor of them. We have political and 
relative labour stability and a native pool of 
talented technical people. In the world mar- 
kets that we are in, matters of scale as it 
would affect companies working for instance 
in the automotive industry where it is not as 
machine-paced—we are a very high capital 


very definitely. 
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concentration industry, I see us benefiting 
greatly by GATT, and I am speaking now of 
the wire and cable company. 


Mr. Pascoe: What is your opinion of com- 
petition from Japanese or other companies 
coming here? 


Mr. Zimmerman: We have one big fear 
which underlies all our competitiveness, the 
cost of Canadian raw materials. If the basic 
resource industries do not recognize that the 
secondary manufacturing sector of the econo- 
my has to buy at world competitive prices at 
all times, then whatever our shrinking pro- 
tective tariffs are on our individual products 
will be negated by selling raw materials to 
the Japanese, the Germans or anyone else 
who can put it back in our market and knock 
us out. 


Mr. Pascoe: I get the picture pretty clearly. 
This is all I have, Mr. Chairman. 


The Chairman: Are there any more ques- 
tions? 


Mr. Rock: This is a personal matter but I 
would like to know, Mr. Zimmerman, wheth- 
er you own any shares in Industrial Wire 
and Cable? 


Mr. Zimmerman: Yes, together with my 
immediate family, I would say I own about 5 
ber cent or more of the Company. 


Mr. Rock: Does your Company sell shares 
to the employees? Do they create an incen- 
tive of some kind to have the employees buy 
shares? 


Mr. Zimmerman: Yes, we have an incen- 
tive, very definitely, in terms of supporting 
their financial purchases to the extent that 
we are allowed. Mr. Torrance, you have been 
involved here. 


Mr. Torrance: To the extent that we were 
able to do so, we have done so. Many of our 
employees have bought shares on the market 
and there is an employee stock option plan as 
well. 


Mr. Rock: So you feel it is a good idea to 
have employees involved in buying shares 
and becoming part owners of the Company 
that they work for? 


Mr. Zimmerman: I do, with the proviso 
that management does not get into the role of 
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financial consultant or seer. In our business 
when you put money into our shares this is a 
speculative venture and I do not think that 
we should presume to be a pressure to buy 
on our employees. But on the other hand, 
this is the route that we have followed in 
respect of employees who want to involve 
themselves in the Company shares and need 
some support at the bank or elsewhere to 
do this. 


Mr. Rock: Do you feel that the employees 
of Northern Electric, which of course is 
owned by Bell, should also have the same 
right as Bell employees to buy Bell Tele- 
phone shares so they also would feel that 
they are part owner of the Company they 
work for. 


Mr. Zimmerman: I think they do. 


Mr. Rock: No, they do not, and this is why 
I am asking. 


Mr. Zimmerman: They have the right to 
buy shares if they want to go out in the 
public market and buy them. 


Mr. Rock: Oh, in the public market, if 
there is any available. 


Mr. Zimmerman: That is right. 


Mr. Rock: Yes, but I mean in the same 
manner as a Bell employee. 


Mr. Zimmerman: I do not think I really... 


Mr. Torrance: Is your question that 
employees should have the right to buy Bell 
shares? 


Mr. Rock: Yes, because Bell is the owner 
of Northern. 


Mr. Zimmerman: I have never really given 
it much thought, Mr. Rock. 


Mr. Rock: I am thinking in terms of trying 
to expand Canadian ownership within Cana- 
da and things like that. I am one of the 
forerunners of the idea that companies 
should give initiative to employees in this 
regard and I am glad to hear that your com- 
pany is doing this because I think it is a good 
idea. 


Mr. Zimmerman; I agree, within that gen- 
eral context. 


Mr. Rock: Could I have your opinion on 
this matter of Northern Electric employees 
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not having the same right as Bell employees 
and yet they work indirectly for the same 
Company. 


Mr. Zimmerman: Might I say that I think 
that there is a logical extension of the plan 
from a parent to its 100 per-cent-owned 
subsidiary. I do not want to be in the posi- 
tion of putting my blessing on the employees’ 
stock purchase plan of Bell because I am not 
all that familiar with it. I do not know what 
it provides, how active it is, or anything else. 
However, as I understand your comment, I 
agree with the concept. They are all part of 
the same operation. If it was one of my 
subsidiary companies, Lacal Industries, we 
would give them the same encouragement 
and support to buy Industrial, the parent 
shares, because they cannot buy their own 
Company shares and they are 100 per cent 
part of our package. Within that frame of 
reference, yes, I think it is desirable. 


Mr. Torrance: And the Toronto Stock Ex- 
change recognizes this. They will allow com- 
panies with a stock option plan to make that 
plan available to employees of the 
subsidiaries. 


Mr. Rock: That is fine. Even if Bell Tele- 
phone owns shares in other telephone compa- 
nies, which they do, which are not named 
Bell, do you feel that these employees should 
also have the same rights to buy shares with- 
in Bell. 


Mr. Zimmerman: Let me cast up an exam- 
ple. I think maybe Northern Telephone might 
fall into that context. Let us assume that 
Northern Telephone shares are available on 
the market, then I think the philosophy of 
the plan should apply with the companies 
that they are involved in if the opportunity 
rests there. This brings their interest closer to 
their own point of involvement in the activi- 
ty. If there was a minority interest, for 
example, in Northern Telephone and a plan 
was evolved that only permitted purchase of 
Bell’s shares what we are doing is having a 
minority shareholder, Bell, encouraging 
shareholders to invest in its shares and the 
employees are not directly connected to their 
own enterprise. So I think we get fairly 
involved. However, I do subscribe to the gen- 
eral philosophy that you are outlining of 
employees in public companies being helped 
and encouraged to invest in their own under- 
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takings with the proviso that management is 
not cast or allowed to operate in the role of a 
“pusher”’. 


Mr. Howe (Wellington-Huron): Mr. Chair- 
man, when Mr. Zimmerman was replying to 
Mr. Stafford a few minutes ago he gave the 
percentage of business held by yourself in 
this wire and cable field. What percentage of 
this do you hold and have in Canada? 


Mr. 
cent. 


Zimmerman; Approximately 5 per 


Mr. Howe (Wellington-Huron): And Cana- 
da Wire and Cable? 


Mr. Zimmerman: This was a very “iffy” 
one because there are no statistics available 
to me either on the wire and cable sales of 
Northern or of Canada Wire. I do have 
historical figures on what the total wire and 
cable business is in Canada from DBS. I 
think it is felt that Canada Wire and North- 
ern probably is in the 30 per cent range and 
I probably would put Northern marginally 
larger than Canada Wire but these are just 
“Guesstimates” on my part. 


Mr. Howe (Wellington-Huron): And Phillips 
Cables, approximately 20 per cent? 


Mr. Zimmerman: Yes, they do publish 
their figures. I would put them 18 to 20 per 
cent of the total. 


Mr. Howe (Wellington-Huron): In other 
words, Mr. Zimmerman, Northern Electric is 
a competitor to all of these people. 


Mr. Zimmerman; That is right. 


Mr. Howe (Wellington-Huron): Mr. Chair- 
man, have we had briefs from any other 
wire and cable company in connection with 
this Bill? 


The Chairman: No. 
e (11:40 a.m.) 


Mr. Howe (Wellington-Huron): This is 
something that is rather hard to understand. 
Bell Telephone and Northern Electric are 
getting into the monopolistic field, I will say. 
You control 5 per cent of the business in 
Canada, why is it that they are not afraid of 
Bell Telephone and Northern Electric? 


Mr. Zimmerman: Let me speak to you very 
frankly on that subject. I do not know that 
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“afraid” is the right word—and I think they 
should be asked to appear if they have not 
—they have expressed continuing concern 
about what we all in the industry feel is 
unfair competition. But these sort of con- 
straints prevail: nobody sort of manufactures 
entirely for himself; there are thousands of 
products so there is an exchange of who does 
what. There is also, underlying several of 
these companies, a basic raw materials posi- 
tion. We all use copper, we all use aluminum, 
and so does Northern Electric and they are a 
big purchaser of these. They can put their 
business for aluminum, rubber or copper, in 
several choices. So, unless there is a concert- 
ed and total presentation, the one who speaks 
up has suddenly become less than a favoured 
supplier; and these are multimillion dollar 
purchases. So, I suggest to you that there are 
some very meaningful constraints on taking 
an initiative in this area. 


Mr. Howe (Wellington-Huron): In other 
words, you are going after the big bad wolf 
and nobody else is? 


Mr. Zimmerman: Well, at least we are 
vocal about our objections. 


Mr. Howe (Wellington-Huron): On page 17 
you make the statement about loss leaders in 
connection with large tenders. Of course, we 
know that in business today the loss leader is 
being used by all people in business in one 
way or another to promote business and to 
gain custom. But if this loss leader in your 
area is so bad, is there not a stipulation in 
the legal code providing that if you can 
prove another company is using loss leaders 
to the detriment of your business you can lay 
a charge, or have a charge laid against this 
company to bring an objection to it? Have 
you ever done this? 


Mr. Zimmerman: The answer to that is, 
yes. This preceded our taking the alternate 
route of the Transport Board. The various 
sections of the Combines Investigation Act 
were looked at very carefully by our counsel. 
In their opinion there were certain operative 
and, in the main, in-operative provisions. The 
Act is set up for the protection of the general 
public. We felt—and I am speaking now on 
the advice that I received—that the charges 
and the use of this Act depend more in the 
short term. In other words, the price fixing, 
the price setting, aspects of this Act had been 
used very effectively. However, no action 
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during the whole existence of this legislation 
has ever been taken under what you allude 
to as predatory pricing. Only two actions in 
the whole history of that legislation, accord- 
ing to my information, have ever been taken 
on misuse of monopolistic powers. Another 
one, in theory at least, that might be a weap- 
on to our hand. 

Then there is the other rather earthy fact 
that combines legislation is viewed in the 
business community—and I prescribe to 
this—as maybe having been interpreted in 
the courts out of the context of “in the public 
interest.” It is not, and never has _ been, 
whether prices have been set and that the 
public interest has been affected; it is wheth- 
er they have been set, and if they are set 
then that is on what the conviction lies. 


So, it was a calculated move on our part. 
Applying under that section of the Act would 
have been a first; we had no precedents to go 
by, no yardsticks to decide whether predato- 
ry pricing fitted into this; it had not been 
through the courts; we had seen that what 
you read in the Act and how the courts had 
interpreted it were somewhat wide of the 
literal meaning of the word. 


So, for that reason we decided that our 
best route was to go to the Transport Board 
and stress the regulatory restraints that were 
on Bell. Because it was, in our view, loss 
leader pricing, we pointed to the obvious, 
that in the arithmetic of Bell’s application for 
additional capital they had the possibility, 
whether they used it or not, of maintaining 
prices below their costs indefinitely and get 
the loss here offset by a telephone rate. There 
was no accounting discipline, there was no 
public examination of the various aspects of 
their business that would prevent that hap- 
pening, and this is where we led in. 


One of the backgrounds was to prevent 
this sort of thing in the States. This is a sort 
of spreadsheet out of Western Electric’s, and 
I will not bore you with all the detail, other 
than to say that Western Electric reports 
under something like 30 categories of its 
manufacture and under each category shows 
the gross profit, the basic profit, the cost of 
sales, the variations of standards, develop- 
ment and special engineering costs, merchan- 
dising costs, state taxes, and they do a total 
breakdown under 30 categories of products 
and come up with the per cent return on 
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investment. In short, they show to the 
regulatory body that all elements of their 
manufacture are being done in the interest of 
their common carrier business, and they are 
not loss leadering either a service or a pro- 
duct. This is what is made public and these 
are available. 

We made this recommendation to the 
Board when they were looking at the rates, 
but in their judgment they did not accept 
that discipline. It lies within the power of the 
regulatory legislation to demand that these 
types of records be provided. This type of 
regulation could be carried on under the 
existing legislation, but it has not been. This 
is where we felt the input from industry and, 
as we read the record, no company compet- 
ing with Northern or Bell had come in and 
objected previously and we felt that this 
would be listened to sympathetically. We 
were disabused of that idea over the years, 
so we are back here. 


Mr. Howe (Wellington-Huron): In other 
words, you were not allowed to get the infor- 
mation that you wanted to prove that they 
were using loss leaders? 


Mr. Zimmerman: No; we could not extract 
this information from them through any of 
the existing agencies; we could only start an 
action, which we did, to try to have it intro- 
duced in evidence. 


Mr. Howe (Wellington-Huron): In other 
words, you say that they use loss leaders but 
you could not actually prove it? 


Mr. Zimmerman: Well, we could cite 
examples which I presume we still have in 
our records of specific sale situations on vari- 
ous tenders called in the country for well 
established products, and at the price of the 
particular product analysed by published 
figures of raw materials inherent in being 
published, satisfy our independent auditing 
people that these were below their manufac- 
turing costs. 


The validity of this judgment is that wire 
operations have so much in common in terms 
of the equipment they use that if you give a 
specific product and you identify it, and it is 
a relatively earthy one like bare aluminum 
wire, there is not much discretion in terms of 
allocation of overheads and the arbitrary 
things. They are fixed costs. So, if you have a 
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selling price you can ballpark very quickly 
what the fixed costs are on these types of 
products. 


Mr. Howe (Wellington-Huron): How far 
below your figures would they come? Would 
they be 10 per cent below? 


Mr. Zimmerman: Yes, I would say it was 
in that order of magnitude. 


Mr. Howe (Wellington-Huron): Would this 
be a first for them, a first time into this 
market, or do they do this every time they 
tender? 


Mr. Zimmerman: Well, let me just back up. 
You see, the wire and cable industry had 
operated under what was maintained in 
court as a very tight combine. Northern was 
charged for a situation, I believe, in Saskatch- 
ewan; now this pre-dates my involvement 
in the industry. One of the most onerous 
judgments for price fixing was levelled on 
Northern and associated companies. As a 
result, all communications within the indus- 
try ceased, because not only were the compa- 
nies convicted but the individuals in the 
industry were put under a contempt of court 
citation. The normal give and take and 
exchange in a commercial environment 
apparently ceased and very quickly. If some- 
body comes out with a published price list on 
earthy products, because there is actually no 
engineering difference between these prod- 
ucts, the prices just seemed to be going 
down, down, down; and that Northern was 
the leader in this decline was fairly evident. 
They had no profit and loss discipline ulti- 
mately to stop the decline because they could 
sell for 10 years at prices below cost, and 
recoup on their telephone business. 


Se Wlegu ain) 


I am now talking about 1961 and 1962. 
There were no published data; Northern did 
not put out annual reports; all their inter- 
company transactions were behind this 
screen. We had their coming for rates, but 
no examination of their costs and internal 
efficiencies. So my analysis of the situation 
was that I had one competitor who, unlike 
myself, had no profit and loss discipline exer- 
cised on him, and it was on that issue that I 
decided that we should go to the public and 
air our complaint. It apparently was heard in 
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the right quarters, and Northern’s competi- 
tion has been, as I say, amongst the best 
since this initial complaint was laid on that 
point. 


Mr. Howe (Wellington-Huron): Mr. Zim- 
merman, do you never use loss leaders in any 
of your business? 


Mr. Zimmerman: Yes, we use loss leaders. 


Mr. Howe (Wellington-Huron): It 
depends on who is asked. 


just 


Mr. Zimmerman: Oh, no, but it depends on 
the purpose of the loss leadering, and the one 
that the legislation it deals with, and the one 
that concerned me was the elimination of 
competition. It was not the give and take of 
getting this order and that one. That is one 
type of loss leader. Predatory pricing is what 
we complained of, and that is what I was 
satisfied was going on and there was no 
remedy in economics. The only remedy could 
come through regulation. 


Mr. Howe (Wellington-Huron): Your defini- 
tion of loss leaders may not agree with 
mine; they are always to get new business, or 
to meet your competitor or beat your com- 
petitor in the market-place; this is common 
practice in all business. 

There is another question that arises in my 
mind. On page 17 of your brief in connection 
with research and the standards that are set 
up by Bell, it says:... 

...they are unquestionably biased 
towards Bell designs and manufacturing 
techniques and are not necessarily the 
last word in engineering excellence in 
every instance. 


This brings us to the whole question of 
research in telecommunications. It has become 
very expensive, has it not? 


Mr. Zimmerman: It has. 


Mr. Howe (Wellington-Huron): In the 
satellite communication area, do you do any 
research? 


Mr. Zimmerman: No, we do not. 


Mr. Howe (Wellington-Huron): Who does it 
these days? 


Mr. Zimmerman: You recognize at once, I 
am sure, that you are outside my particular 
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field of competence, but from what I read in 
the papers certainly people like RCA and 
Marconi, presumably GE, Westinghouse— 
the large companies. 


Mr. Howe (Wellington-Huron): And _ it 
takes a lot of reserve to get into any 
research, even telephone research or telecom- 
munications or by cable. There is one other 
question here that you speak about which 
has to do with this company again, and that 
is with regard to Bell’s tactics in keeping 
rural telephone rates of independent tele- 
phone companies depressed to the point 
where the independents have difficulty in 
making a fair return. Most of these independ- 
ents are co-operatives, are they not? 


Mr. Zimmerman: Well, again, we put it in 
an appendix, and we were quoting from pub- 
lished editorial material in the telephone 
journal. 


Mr. Howe (Wellington-Huron): Yes, I read 
that too, but there are no definite instances 
given. No examples. 


Mr. Zimmerman: No, but I think the pat- 
tern over the years has been to raise the 
rates in terms of urban concentration, say 
like Toronto, and the rates out in the country 
are down. Now, there are two sides to this 
argument. From an engineering point of view 
the more concentration of like things you 
have in an area, the more efficient the sys- 
tem, and you would expect the cost to go 
down. Bell’s answer to it is, “Oh, but you can 
call more people”. 


Now competent engineers without the rate 
structure problem sitting on them say that 
there is an exact economic 180 degree rever- 
sal in what should be done and what is done. 
In other words, the rates in cities, regardless 
of how many people you can call, because of 
the loading and the efficiency of a concen- 
trated area should be lower, and the rurals 
should be higher, but you do not see that. 
Not only is it in Canada, but that concept has 
been argued, admittedly up to this point, 
ineffectively. I am simply giving opinions of 
others who do not have the rate arguments to 
Sway their judgment; technical people tell me 
that the city rates being high and the coun- 
try rates being low are not a logical interpre- 
tation of the economics of the situation. 


Mr. Rock: May I ask a supplementary on 
that which could be very important? 
27209—3 
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The Chairman: All right. 


Mr. Rock: You mention the low rate in the 
rural areas. While you say that did you con- 
Sider that they have so many more long 
distance calls to make that their bill at the 
end of the month actually is a lot higher 
than that of a person living, say, in Toronto 
or Montreal? All that person has to do is dial 
anyone, but for the same distance which he 
can reach the rural subscriber may have to 
pay $7 to $10 and perhaps $15 to $20 in long 
distance calls. Therefore, in the rural area 
possibly their total bill is much higher than 
that of someone in a suburban area. 


Mr. Zimmerman: Well, Mr. Rock, again 
really I must almost disqualify myself other 
than to allude to reference material which 
we provided. In this area of rates—and I 
think your use of the rural man on long 
distance is very pertinent—we are looking at 
the base charge for service. As I have lis- 
tened to and read the rate hearings, two 
things have struck me as being inconsistent: 
on the one hand when we are talking long 
distance rates they are high because the 
points are far apart; on the other hand when 
we are talking about city rates, they are high 
because, “Oh, you can call more people with- 
in your area’. 


Mr. Rock: The point is that in the circle of 
the rural area the mileage is perhaps even 
less than that of the metropolitan area, and 
yet this all becomes long distance. I am just 
thinking of where I have my country home, 
which is only 10 miles from Cornwall, but 
because I have to phone Cornwall quite of- 
ten, the expense of long distance is a lot 
higher in my total bill in comparison with 
the service I get in Montreal. It is really a 
bargain in the metropolitan area, even if the 
rate is higher, compared with the cheap rate 
I have for the telephone for which I can only 
phone into a small town. 


Mr. Zimmerman: I share the rural expe- 
rience with you, since we have a rural home 
too, and I am aware of the long distance rates. 
I do not in any way want to just raise red 
herrings or pose as an expert. I just say that 
competent people in the equipment field ques- 
tion—and have for years—the Bell, AT&T 
and General Telephone. Where you have 
multiple inputs per mile in the city, high 
density concentration throughout the whole 
of the network, the fact that we have the 


226 


rate structure we do is not unique to Canada. 
When you turn around and look at whatever 
there is where the low density in the coun- 
try, you have the low subscriber rate. 


That arose simply out of the editorial 
material that was here, and I am just not 
competent to analyse it for you any more 
fully, and this probably is not the forum to 
do it in. But it is not a uniformly accepted 
principle that the rate structures between 
city and country are based on engineering 
and economically solid foundations, and this 


article said that it was for acquisition 
purposes. 
Mr. Howe (Wellington-Huron): In other 


words, Mr. Zimmerman, you are intimating 
that they are using the loss leaders in rural 
areas. 


Mr. Zimmerman: Exactly. 


Mr. Howe (Wellington-Huron): I do not 
believe this, sir. A lot of the rural telephone 
companies are co-operatives. They are run by 
a group of local people who are trying to 
provide the cheapest telephone service they 
can. They run into difficulty because they 
have not looked after keeping the lines up, 
and they have had to call in The Bell to take 
over in quite a few instances because they 
did not have reserves to keep up to date. But 
I do no th:nk that The Bell has depressed the 
prices in those areas, because The Bell is not 
actually in competition with those people. 


@ (12:00 noon) 


Mr. Zimmerman: Well, I do not subscribe 
to your closing statement. I think that Bell’s 
interests are to grow and grow and grow. 
That is, at least in my view, their middle 
name. I was not comparing—at least did 
not mean to—Bell’s city rates with somebody 
else’s rural rate. I am comparing Bell’s rural 
rates with Bell’s city rates and not limiting it 
to Bell of Canada. I think it is almost as 
broad in the Bell system in the United States 
as in Canada. 


Mr. Howe (Wellington-Huron): Of course, 
Mr. Zimmerman, this is carried forward into 
our Department of Education. In the rural 
areas, particularly in the Province of On- 
tario, the percentage of the cost of education 
that the Ontario government bears is larger 
than in the urban areas just because they 
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feel that the distances and the transportation 
problem are greater. 

Therefore, as I say, I do not altogether 
subscribe to the view that there is this mo- 
nopolistic overbearance by the Bell Telephone 
in all these areas. I just do not follow that 
through. 

Furthermore, do you know of any 
instances where they have depressed a rural 
company until it has gone out of business, 
and immediately that happened the rates 
have gone up? 


Mr. Zimmerman: In our own area—and 
this goes back three years—Bolton Telephone 
Company was taken over by Bell Telephone 
and the rates went away up. I must be quick 
to add, however, that so did the service. 


Mr. Howe (Wellington-Huron): They were 
giving a better service. The reason for your 
low rates was that the rural people did not 
realize the importance of setting up reserves 
to keep their equipment in shape and to 
service it properly. Therefore, they were able 
to give lower rates. 


Mr. Zimmerman: Well, I think your point 
is well made. I question only on what I have 
read in technical trade journals, from people 
involved with these matters, the editors of 
which saw fit to raise this point and, I have 
heard some peripheral discussion. As I say, 
I am not involved, and it is not at all part of 
our main thrust in these hearings, but some- 
body seemed to have an obligation to touch 
on the totality of Bell’s operations, because of 
their asking, in effect, to be the chosen 
instrument of telecommunications. In my 
opinion, all these matters should be examined 
carefully by your Committee, and it was 
within that area that we raised the issue. 


Mr. Howe (Wellington-Huron): In the same 
connection, Mr. Zimmerman, in both of these 
instances that have been mentioned, about 
tendering with lost leaders and this rural 
telephone business, are you inferring that 
they are using improper business practices, 
OFuN ! 


Mr. Zimmerman: I am not inferring it on 
the rural business. I am certainly stating that 
it was my opinion that they were employing 
pricing with the intent of eliminating a com- 
petitor. That was the reason for our getting 
off the ground on this issue. 
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Mr. Howe (Wellington-Huron): It would 
have been more to the point if, in both cases, 
you had given us definite instances of where 
this had been done. 


Mr. Zimmerman: I can and will furnish 
you with the specific instances in 1960, 1961 
and 1962 of which we have first hand knowl- 
edge. The others, I think, at least for our 
purposes are adequately documented by the 
inclusion of the editorial material. 

I am sure you recognize, Mr. Howe, that 
we cannot become the sort of public prosecu- 
tor of the Bell Telephone Company. That is 
not our role in life, even though at times it 
may seem to them that we are. However, 
somebcdy has got at least to speak about 
your vital interests, and we have done our 
best to raise all the areas that seemed of 
importence to this Committee. We can deal 
in depth with those with which we are 
involved. I think that municipal taxes and 
telephone rates and so on are out with the 
scope of our involvement. There are people 
involved in these matters who can be called 
to speak to you about them. 


Mr. Howe (Wellington-Huron): Thank you, 
Mr. Chairman. 


Mr. Sherman: Mr. Zimmerman, in your 
very intriguing brief you make the point that 
in your company’s view Bell does not need a 
separate company for research. This is a 
statement and an attitude with which, in 
balance, I must say I completely agree. 
However, what is your reason for saying 
this? Is it because you believe that foreign 
research will always be available to Bell, or 
that, within their own corporate structure 
here in Canada, they could have a research 
division and would never have to worry 
about the acceptability of foreign research? 


Mr. Zimmerman: I think, to a small degree, 
it is whst you suggest, that foreign research 
is available to them. However, the prime 
reason for our sort of Knocking this private 
company concept goes back to the regulation 
of Bell. Within their own company they can 
have all the manufacturing and research 
and service facilities which they require to 
fill the role; and to the degree that they can 
encapsulate and segregate operations in other 
companies they escape regulation. 

The research and development aspects of 
Bell Northern constitute, I think, one of the 
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most important problems facing this Commit- 
tee. Canada has unique problems in telecom- 
munication techniques and highways. I am 
the strongest proponent of having facilities in 
Ottawa and of the things Bell are doing 
being augmented. I am also very much of a 
mind that if this research and development is 
not made available to the general public on 
fair and equitable terms, as it is in the Sta- 
tes—because,. after all, it is the telephone 
subscriber who has funded this—then we are 
denying the private sector in Canada the 
right to use this pattern and know-how. Bell 
is there as the user of this entire, publicly- 
supported know-how. 

If it is done within Bell and Bell is regulat- 
ed then these things can be looked at by a 
dispassionate protector of the public interest. 
In the main, it is on that basis that I question 
all the segregation into separate corporate 
shells? | 


The Chairman: That enunciation of your 
point of view is not contained in the brief, 
and I think it is valuable to have it-on the 
record. 


Would you, Mr. Zimmerman, go so far as 
to say that it is your view, if not that of your 
Company, that Bell Telephone is actually 
violating section 194 of the Canada Corpora- 
tions Act by its ownership of shares in 
Northern? 


An hon. Member: Who does not? 


The Chairman: I notice that you made an 
appeal to both the Supreme Court of Canada 
and subsequently to the Cabinet about their 
ownership of Northern Shares. The appeal 
was an abortive one, or has been up to this 
point. 


Mr. Torrance: You have to have leave to 
appeal to the Supreme Court, and you may 
appeal to the Supreme Court and to the 
Transport Board only on a question of law— 
and strictly law; not law and fact. 


The Chairman: What will happen, Mr. 
Torrance, if you should fail to convince a 
majority of the. Committee that you-have a 
case here, and that the Bell application 
should be modified accordingly? If you fail in 
that exercise is there another avenue of 
appeal open to you, and, if so, are. you going 
to pursue it? 
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Mr. Torrance: That would be in the realm 
of speculation at this stage. I do not know 
what we would do, if anything. 

I do want to emphasize the importance of 
legislation in the field, though. The problem 
here that may be engaging the attention of 
everybody is what will happen if Bell is 
allowed to continue its ownership of North- 
ern Electric. Everyone should be clear that 
there is no restriction at all on the subsidiar- 
ies which Northern Electric can have. Indeed, 
Northern Electric, at the moment, has three 
susbid:ary companies that we are aware of. 
Now, those subsidiary companies could each 
have a hundred subsidiary companies, so that 
we already have in the net a hole through 
which one very large fish has escaped. There 
is the dangerous situation, in a sense, and it 
could be argued, that Bell could then carry 
on, through Northern and its subsidiaries and 
their subsidiaries, and do virtually anything 
at his moment. This is what makes this legis- 
lation so important. We believe that there is 
a scheme of legislation which is very clear. 
Bell was given telephone powers; Bell was 
given all powers, as needed, to run the tele- 
phone business, including the power to go 
down public streets. They were restricted 
from investing in companies other than tele- 
phone companies. They were put under the 
obligation of providing telephone services. 
Their telephone rates are regulated; their 
share issues are regulated; and they are 
allowed to raise money only for the purposes 
and objects of the Company. We say that if 
they are allowed to escape from this there 
are sO many ramifications of this business 
that we think they would be uncontrolled. We 
think this is the problem. It is a serious 
problem. We think that the very existence at 
the moment of Northern Electric is a breach 
of the spirit, if not the letter—and, we think 
of both. For example, one of Northern Elec- 
tric’s subsidiaries, which I am not sure is 
active now—we did the research some years 
ago, when it was Dominion Sound Equipment 
Limited—was at one particular time providing 
acoustical materials for theatres. Now that 
and the telephone business are miles apart. 
They can have a Dominion anything tomor- 
row. There is nothing to prevent them that 
I can see, from the legal point of view, this 
reintroduces the emphasis of the legislation 
on the whole scheme, Bell was surely never 
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intended to be allowed to engage in activities 
completely unrelated to the telephone busi- 
ness. Yet, because of Northern, it is, in my 
submission, possible legally. 


e (12:10 p.m.) 


Mr. Sherman: Your basic objection to the 
Bell application for increased capitalization is 
on the ground that this increased capitaliza- 
tion is deemed necessary by Bell in order 
that they can get into these peripheral, para- 
industrial operations? 


Mr. Torrance: I do not think that we have 
any objection, as such, to Bell’s getting the 
authority to raise additional capital, but 
there is more than one stage involved. What 
they have asked for in the Bill is the authori- 
ty to increase their authorized capital, but 
what we do object to is the elimination of the 
jurisdiction of the Transport Board over the 
approval of share issues, All they are asking 
Parliament for is the right to raise money. 
Then, however, they go on to ask that the 
Transport Board’s approval be eliminated. 
We think it is important that that appoval 
remain. They are supposed to go to the Board 
and say; “We have had to put into service X 
million more telephones, therefore we need Y 
million more dollars.” The Transport Board, 
in our submission, should direct its enquiry 
towards the purposes to which it has put its 
money and to the purposes to which it 
intends to put its money. On that basis it 
would make sense to give them the authority 
to go and raise the money. 


Mr. Sherman: Do you have any objection, 
sir, to Bell’s application to issue preferred 
stock? 


Mr. Torrance: That is really a technical 
financial matter. We honestly believe that 
Bell should be able to raise money in what- 
ever way makes sense, as a corporate mat- 
ter, to Bell and we do not think that there 
should be any impediment to their ability to 
do that, provided they satisfy the Commis- 
sion that the money they make will be used 
for a proper purpose. That is our point. It is 
not the amount of money, or the way in 
which they raise it. 


Mr. Smith: Additionally, we think it is 
Significant that the request for this addition- 
al, very large amount of capital is made in 
the same legislation in which they are asking 
for an increase of powers in the type of 
companies that they can buy. 
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Mr. Sherman: I am _ interested and 
intrigued by your David and Goliath role in 
this exercise, Mr. Zimmerman. Mr. Howe 
opened up an interesting line of questioning 
that I would like to pursue just for a 
moment, although he has pretty well covered 
the ground. 

Do you feel that if you had a relatively 
larger share of the wire and cable market in 
Canada than you have now it would be more 
difficult for you to take the position that you 
have taken in juxtaposition to Bell’s applica- 
tion? In other words, sir, are you sort of 
chosen spear-carriers in this battle because 
you have nothing to lose? 


Mr. Zimmerman: No. We had something to 
lose—many hundreds of thousands of dollars 
worth of Northern’s business—and we have 
lost it. 

I would just open with the statement that 

we are masters of our own policy. We have 
had offers of all sorts of material support, 
which we have declined with thanks. We 
want to paddle our own canoe and speak 
from our own position without having words 
put in our mouths. 
-. Having said that, though, I am in this 
industry. I am very involved in it; and I 
know the people in it. I feel that I am 
competent to hear what they say and under- 
stand something of their position. As I stated 
previously, in my view a hundred per cent 
of the major electrical industries question 
where Bell is headed. A smaller percentage 
who are perhaps not hurt to the same extent, 
or who have a favoured position as a sup- 
plier, are not so concerned about where they 
are today. 


Mr. Sherman: Has the industry discussed 
trade seminars and industrial seminars? 
Have you and your competitors in this field, 
excluding Northern Electric—or perhaps even 
including them—discussed this danger? 


Mr. Zimmerman: No; not in that context, 
or in that arena. We are members of most of 
the trade associations of which Northern is a 
member relative to our product line, and at 


this level we are discussing things of in- 


terest to the industry generally—the GATT 
negotiations, labour rates, and so on. At a 
working level there is not a greate bunch of 
guys than those at Northern but these discus- 
sions are on major trade interests. 
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We do not use that arena—for, I think, 
obvious reasons—to single out specific points 
of confrontation with Northern or anyone 
else. This is part of the accepted discipline of 
maintaining a common interest and working 
cohesively on common problems. However, 
outside of that, in a less formal way the 
emerging policies and tactics of the Bell are 
luncheon topics every day of the week. I 
think your interest and your question may 
relate to what extent this David-and-Goliath 
activity is self-motivated. We support, work 
at and develop our own research. We are 
always eager to get leads, to know which 
rock should we lift—that sort of thing—and 
we are provided with that; but this has been 
a form of what might be called any- 
thing—PR., advertising, budget—and it is a 
fight for economic survival and development. 


Mr. Sherman: Well, just so that there is no 
misunderstanding, that was not the motive 
behind my questioning. 


Mr. Zimmerman: Oh, I thought it was. 


Mr. Sherman: My motive is to satisfy 
myself that you have a legitimate case— 
which I believe you have—and that you have 
the moral support of even your competitors 
in the industry. 


I would like to know whether you feel that 
you can say before this Committee that you 
do not really think you are acting alone in 
this. You may, in terms of the obvious exer- 
cise, be acting alone because other companies 
have interests that militate against their act- 
ing at this time, but do you feel confident 
that Industrial Wire and Cable in this situa- 
tion does not constitute a trouble-maker, or 
an industry-disturber of some kind, but 
represents a valid, legitimate point of view on 
a valid, legitimate anxiety that troubles a 
fairly large sector of the industry? 


Mr. Zimmerman: I can substantiate what 
you say. To the best of my knowledge if you 
were to call the presidents of the other wire 
and cable and electrical companies you 
would find that in their own way this con- 
cern is their concern. It might serve the 
purpose of this Committee to issue such invi- 
tations to the larger people and hear it for 
yourself. Certainly, as shown in the consum- 
er prices hearing, industry is not as a rule a 
willing and eager witness; it is somewhat 
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reluctant to have its commercial problems 
aired in this type of a forum. In our own 
case, as I say, we thought we were in sort of 
a “gut” fight, and certainly any view of this 
present legislation is that although it is not 
putting us out of business—because I do not 
know that the Bell and Northern combina- 
tion has done that to anybody—it limits very 
dramatically and drastically the areas, in an 
expanding telecommunications field, in which 
we, as a private sector, can become involved 
and build a more viable and broader base. It 
is a form of competition to which we have no 
answer. 


Mr. Sherman: I thank you very sincerely 
for your direct answers, Mr. Zimmerman and 
I take this opportunity, if I may Mr. Chair- 
man, to commend you on your brief. I found 
it most intriguing. It raised a number of 
questions that can only be answered to my 
satisfaction by having a representative of the 
Bell before this Committee again, and I 
assume such arrangements are being made. 


® (12520 p.mz) 


Mr. Southam: Mr. Chairman, most of the 
questions that have been bothering me have 
been well put and very effectively answered 
by the witness but I would like to ask this 
question. 

Mr. Zimmerman, in presenting your prob- 
lem to the Committee regarding the relation- 
ship of your industry and similar industries 
with Northern Electric and Bell you referred 
in your brief to situations in the United 
States. In preparing the research for your 
brief in how many areas were you able to do 
research that experienced problems similar to 
those in the United States? The reason for 
my bringing this up is that we are a young 
country compared to the United States. The 
United States have pioneered in legislation 
that in some cases we as legislatures have 
copied. Could you give us some help in this 
respect to help our Committee make a final 
decision in this matter? How much research 
have you done, on a comparative basis, in the 
U.S.A. or possibly England? 


Mr. Zimmerman: In the English situation, 
none because I did not feel that their post 
office arrangement, of which the telephone 
industry is part, was really a good analogy in 
our situation. In the United States there were 
two occasions on which it seemed useful to 
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do research, the first of which was before we 
appeared at the rate hearings a year or so 
ago. At that time we found the FCC and the 
various state regulatory boards most helpful 
in providing printed material, minutes of 
proceedings and documents that they were 
using in their jurisdiction. We brought in an 
expert witness to act on our brief and help 
with the presentation. We had the benefit of 
his 20 years of experience. He spent the best 
part of a week with us and this lead to other 
communications. More recently, in prepara- 
tion for this, we had gone back end locked at 
a comparison between our Transport Board 
and other regulatory bodies from a staff 
point of view, from the form of reporting and 
the type of legislation under which they are 
operating. What is more, almost without 
exception the boards in Washington and all 
the states have responded most co-operative- 
ly. So in balance, it has been writing for and 
getting material to read and not really using 
our counterpart. We have not been in heavy 
meaningful discussions with U.S. companies 
operating in these areas because that did not 
seem to us to be the best way to develop our 
case. There is no question about it, the Unit- 
ed States is in a more developed state, but I 
think it would be interesting to know that 
the substance of what you are now faced 
with and what we are recommending has 
been in effect for 25 years in the United 
States and I, as one Canadian, do not think 
we are 25 years behind them. 


Mr. Southam: I am not suggesting we are 
that far behind but I do feel, and I base this 
comment on what you said a little while ago 
which I was very interested in, in our pres- 
ent Canadian Transportation Commission that 
we have not a committee to deal specifi- 
cally with telecommunications. I think this is 
an area where we possibly slipped. I think if 
we did have a committee that was specifical- 
ly responsible for this problem, with experts 
on it, you people would be in a better posi- 
tion to get a decision on this problem and we, 
as a committee, would be in a better position 
too. I think this is one of the areas in which 
we have to pull our socks up. 


Mr. Zimmerman: As an adjunct to my 
previous answer, I would like to point out 
that in the United States we are faced with 
almost an identical situation, the large domi- 
nant service company AT & T, with its 
wholly-owned subsidiaries having a wholly- 
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owned manufacturing arm. Now as you look 
around the circumference of the globe this is 
unique to Canada and the United States, and 
7 45° on this point= that’ T -think our real 


regulatory problems rest. They are in a posi- 


tion to expand service and expand manufac- 
turing outside their assigned areas unless 
regulation is effective, and it makes effective 
regulations difficult. The degree of expertise 
available to the U.S. boards, even the small- 
est state board, makes our Canadian counter- 
part look most inadequate by comparison. 


Mr. Southam: In the couple of cases where 
you did research in areas you felt were a 
counterpart of your problem here in Canada 
the FCC made decisions along the lines that 
you are advocating that we should make. 


Mr. Zimmerman: That is right. In general 
the role of AT & T and its operating tele- 
phone companies have been clearly defined 
as that of a telecommunications common car- 
rier. As such, inputs and outputs in general 
are restricted to telephones; the rates at 
which they will lease lines or install CATV 
networks are adjudicated and overseen by 


these regulatory boards, and the operating 


telephone companies must take all comers on 
equal terms. They then look at the manufac- 
turing element and see that each product line 
is, in substance, supporting the telecommuni- 
cations common carrier business, that to the 
extent they are in other businesses, the gov- 
ernment or whatever it is, that this is not a 
loss leader, and. that the services and rates 
they are offering to other service companies 
are fair and equitable considering the cost of 
plants, maintenance and the other elements. I 
think our problem in Canada is, firstly, to 
decide what the Bell Telephone Company’s 
chosen role is and then to see that regulation 
is effective to carry that out because we have 
seen in the United States what effective 
regulation can accomplish. I will cite a case 
that has been well publicized in California 
where the rate of return on the Bell Compa- 
ny there was established as a matter of 
record. The board there adopted the philoso- 
phy that what was approved for the Bell 
Company should apply to Western manufac- 
turing arm as well, and with power available 
to it to adjust the rate base it made a reduc- 
tion in rates effective that comprised the 
major part of a 45 cents per month reduction 
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in the telephone bills. This was about three 
years ago. There are other actions pending 
where, if the allowable rate that the Bell 
Company makes is exceeded, they are com- 
pelled to pay back to the users the extent to 
which they have overearned. I think it is a 
matter of common record that in Canada 
generaliy Bell has had an earnings per share 
and, more recently, a per cent return on 
investment. The Board of Transport Commis- 
sioners, in my view, has the power, when 
they exceed it, to make rate reductions effec- 
tive. I do not recall it ever happening but I 
think it should happen. I believe it takes a 
type of technical and individual breakdown 
report, seen by a very effective board, well 
staffed to support it, to bring effective regula- 
tion on a complex of this size. 


Mr. Southam: Thank you, Mr. Chairman. 


Mr. Emard: Mr. Chairman, I could not help 
but smile when I heard the representatives 
of Industrial Wire and Cable mention com- 
bines before. If my recollection is correct, in 
1952 or 1953 there was a combines investiga- 
tion held by Carl Goldenberg on price-fixing 
in the wire and cable industry. At that time 
Industrial Wire and Cable, along with nine 
other companies including Northern Electric, 
I think were found guilty. That is not my 
question but I wanted to interject that 
remark. 


oo Ci2730epimy) 


You mentioned that Bell should be restrict- 
ed to common carrier service. There is a 
trend today in large industry to diversified 
production. For instance, some breweries 
have bought furniture companies. IBM is 
going into the educational field. I know of a 
big aluminum company that bought another 
company completely outside their field. I can- 
not recall the name of the company. Even 
those companies which are regulated by gov- 
ernment do the same. I would like to quote 
an ad I saw a month or two ago in Montreal 
1967 relating to the CNR. The folluwing are 
some of the things they mention: 

To millions of people, CN is passenger 
LV ALIS oo 

To the country as a whole, Canadian 
National is freight transportation—The 
Company also has United States lines 
which operate in 11 states. 
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To people in remote outposts of the 
North, CN is their communication link 
with each other and the outside world 
through the telephone facilities of CN 
Telecommunications. CNT, together with 
CP Telecommunications, provides coast- 
to-coast microwave transmission facili- 
ties and a host of modern communication 
services for business and industry. 

To people of the Atlantic coast—CN is 
marine services. 

CN is also trucking—piggyback and 
containers that shift easily from train to 
truck or to ship play their role in this 
part of the business. 


CN is hotels, too. 


Canadian National is a big landowner 
and has been in the forefront of urban 
development in Canadian cities—CN’s 
central Station terminal has been devel- 
oped into an exciting new city cen- 
tre—Place Ville-Marie and Place Bona- 
venture. 


If many companies do that, why should 
Bell be placed in a minority position and 
restricted to the role of common carrier? 


Mr. Zimmerman: Mr. Emard, if I might 
take the liberty of answering with a small 
preamble to your preamble, the industrial 
wire company that was involved in the com- 
bines case is not the one before you today 
nor are the people sitting here before you 
today. In that respect we will just stand to 
one side. 


I think the very direct answer to this ques- 
tion is the special nature of the Bell Tele- 
phone Company, which is truly placed in a 
monopolistic position, and I would like to 
once again draw the line of difference 
between railways and other companies that 
are not manufacturing but offering a service. 
These services have a common thread and 
jurisdiction and legislation has recognized 
them as transportation companies and legis- 
Jation has evolved whereby they not only 
have special privileges, they also have special 
obligations. We are saying that Bell has 
usurped special privileges without having 
any balancing obligations to the general pub- 
lic. We are again appearing before this Com- 
mittee to ask that the creature of Parliament 
be regulated within Parliament’s guidelines. I 
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think it has consistently escaped those guide- 
lines. 


Mr. Emard: I would like to revert to 
French because there are some words I do 
not know in English. 


(Translation) 


I would like to know the reasons why you 
seem to be so dead set against Northern 
Electric? 


Your company has already asked that the 
amalgamation of Nothern by Bell be 
declared illegal on three occasions: in 1963 
before the Board of Transport Commission- 
ers, in 1964 before the Supreme Court, in 
1965, before the Federal Cab/‘net. 


I might understand if your company were 
in financial difficulties because of Northern 


Electric’s competition. But by your own 
admission in your brief, you say: 
(English) 


... the company has shown dynamic 
growth over the past five years. 


(Translation) 


Mr. Deachman, precisely this morning 
quoted some figures which prove what has 
been stated here. 


(English) 

Mr. Zimmerman: I really think the answer 
is contained in our brief. We have no apolo- 
gies to make for our success but in my view 
this does not remove the inequalities and 
unfairness implicit in the Bell situation, 
which has a large and absolutely protected 
market and a manufacturing arm that oper- 
ates under this shield in direct competition 
with the private sector. This does not relate 
to my company alone. I think you must 
recognize that we are simply one of a com- 
munity of companies. They all feel the 
impact of the Bell—Northern situation. If 
this is recognized and the various pros and > 
cons are weighed and that is Parliament’s 
decision, that is fine, we can operate in that 
climate. However, I believe our real mission 
here is to point out that to the extent this 
service aspect—which is a very desirable 
one, one that is absolutely vital to our econo- 
my and social structure—is permitted to 
manufacture, sell and develop special inter- 
ests outside the requirements of the public 
need that two things are in jeopardy. One, 
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the efficiency of the basic service itself 
because I submit that Bell can do many 
things well but not all and it again puts an 
unfair element on the development of the 
private sector of the Canadian economy. It 
may be straining it a bit to state that you are 
making a choice whether all our export is to 
be funnelled out through Northern, but in 
concept this is the type of balance this legis- 
lation is requesting Parliament to give. 


(Translation) 

Mr. Emard: In your brief, you mentioned 
the name of the giants of the communications 
industry, RCA Victor, General Electric, IBM 
and certain American firms which might be 
some competitors to Bell Telephone in the 
field of communications. 


As I know, on the other hand, that these 
firms have considerable income and tremen- 
dous possibilities on the international market, 
for instance, IBM, which has 33 billion 
dollars worth of business per year, should we 
restrict the growth of Bell in view of this 
competition on the international market? 


(English) 

Mr. Zimmerman: I do not think that is 
really our position. I think if you cast up 
other giants, which I believe should be dealt 
with in a trust capacity, it is—excuse me— 
muddying the waters in relation to the guide- 
lines for Bell Telephone and Northern within 
our economy. If there is something inequita- 
ble in the domination of IBM or others in a 
given field, then I think there is a separate 
remedial legislation indicated. Our submission 
is that we thought Bell was defined as a tele- 
phone company. It is now asking for 
redefinition. We state quite frankly that up 
until now it has never been regulated and if 
it is to be redefined we are asking that it also 
be effectively regulated. I do not subscribe to 
the belief that it should not be supported for 
its role in export and in its area of expertise, 
I think this should be strengthened, but it 
should not be allowed to drift off into periph- 
eral areas in which they have not demon- 
strated. Even if they had, they would be 
prejudicing the independent enterpreneur’s 
opportunities within our Canadian economy. 


(Translation) 


Mr. Emard: Is not The Bell Telephone 
Company about the only Canadian firm 
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which can compete with American firms or 
their subsidiaries? 


(English) 

Mr. Zimmerman: No, far from it. I think it 
competes very effectively in its telephone 
aspects. This is an important feature in the 
total picture of Canadian export activities 
but it is by no means a dominant one. In 
other areas of its manufacturing activities, 
take wire and cable, it is my view—and I 
think you could best question the other big 
people in the field—that we are a better 
exporter of our particular product lines than 
Northern. We are differentiating on product. 
I think that Pirelli Cables Ltd. and Phillips 
Cables Ltd. and Canada Wire are much more 
effective exporters of their product lines than 
Northern Electric. You can make a very 
strong case, and it has been made by Bell- 
Northern, for their total communications link 
where crossbar and the other things in the 
telephone industry puts them in the forefront 
of world manufacturers. I take nothing away 
from them. I think we are making our mis- 
take in spreading that mantle of success over 
these other peripheral matters where private 
sector companies have been and will be a 
much more effective export tool. 


e (12:40 p.m.) 
(Translation) 


Mr. Emard: Are not the Phillips Cables 
and Canada Wire, companies subsidiaries of 
American firms? 


(English) 


Mr. Zimmerman: No, not in either case. 
Phillips is a subsidiary of a British firm and 
Canada Wire is wholly owned by Noranda, a 
Canadian company. But again, just to come 
back, is the purpose of this exercise to get 
secondary manufacturing job opportunities, 
the utilization of our natural resources most 
efficiently and effectively to maintain a high 
standard of industrial activity, or is it to 
make a choice to have a favourite instru- 
ment? I suggest to you it would be most 
unwise to emphasize Bell-Northern’s capabili- 
ties of being the broad electrical exporter of 
Canadian industries. This does not meet the 
facts. 


(Translation) 


Mr. Emard: I agree with you when you say 
that we should maintain a reasonably high 
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standard of living and good working condi- 
tions for the employees. However, in my opin- 
ion, we in Canada should, make an effort to 
dominate our own industries; we ought not al- 
ways leave them in the hands of American 
companies as is the case at present. Since in 
fact the large industries in Canada are Ameri- 
can industries. 

As for Bell Telephone, this is a company 
which is at least 95 percent Canadian. I am 
tempted to say this is where our interest lies; 
and if there were other large companies in 
the same situation, then, I think that perhaps 
I would have the same attitude towards 
them. 


(English) 


Mr. Zimmerman: If we reduce our concept 
of what is Canadian-controlled to share own- 
ership, I think we are missing the hard core 
of what makes an economic enterprise such 
as Bell-Northern or Industrial Wire or Phil- 
lips Cables or anything operate. Bell Tele- 
phone has statistically a 95 percent Canadian 
share ownership but the concentration of 
power in the AT & T holding in Bell is 
completely adequate, for practical purposes, 
to control that company if they wish to exer- 
cise it. Their hold on the technical expertise, 
the licensing agreements, the Bell standards, 
give them an absolutely controlled position. 
As to the manufacturing philosophy, when 
they are going to bring in a product, these 
companies are interlocked at so many levels 
of design, manufacture and finance that I 
think we are departing from the harsh reali- 
ties of the business world to say that this is a 
separate Canadian-controlled and run compa- 
ny. I for one do not buy it. 


(Translation) 


Mr. Emard: Not so much is the control of 
the company, important, but the fact that, as 
in the case of Bell Telephone for instance, the 
profits come back into Canada and are dis- 
tributed to Canadian shareholders. This is 
precisely the point I wish to make: is of little 
consequence who controls which com- 
pany...Undoubtedly, this is not a very inter- 
esting situation for Canadians in general, but 
we want, at very least, that the profits 
acquired in Canada be distributed among 
Canadians so that together all Canadians 
may rise in the social scale. 
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(English) 


Mr. Zimmerman: Yes, I think your point 
on that side is well made. Let us be very 
careful in our country not to remain or 
become hewers of wood and haulers of water 
for others. I agree. I think there is the other 
side to that coin, though: that finance does 
not carry a national label. It is a very fluid 
medium and it flows to where the opportuni- 
ties and the actions are. Canada, with all due 
respect to our own national interests and 
being masters in our own economic house, 
still must accept, I think, the economic fact 
that we need foreign capital and that we 
should not necessarily and automatically put 
companies that have foreign ownership in a 
secondary class. You may question quite 
rightly their motives and their interests and 
determine as a matter of priority that their 
interests are also the interests of Canada. I 
think that is a useful exercise; but I for one 
believe strongly that we should not take the 
attitude that to those which are all Canadian 
we will give special interest and that we 
shall lean against those which are foreign. I 
think this would work very much against our 
Canadian economic and social interests. 


Mr. Smith: Mr. Emard, if I might just 
interject. One of the concerns that we have 
expressed amongst ourselves is that not only 
those are to be considered by your Commit- 
tee—the companies of large size with Canadi- 
an or foreign ownership or control—but the 
many hundreds and indeed perhaps thou- 
sands of medium-size and small companies, 
purely Canadian, who could be very serious- 
ly hurt by this legislation. 


(Translation) 


Mr. Emard: I find it difficult to understand, 
all the same, why it is that when a Canadian 
company grows, progresses and reaches a 
certain level, most of the time it is bought by 
American industries, and we can never win 
out in the end. 


I have one last question—I would have 
several others—but I feel this one is impor- 
tant, perhaps more important than the others. 
You mentioned on line 16 of page 1: 


“The Power to issue shares without the 
approval of the Transport Board”’ 


This deals with the power of being able to 
acquire all sorts of companies. Clause 8 of 
bill C-104 states that: | 
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companies which are pursuing activities 
which are totally or partially engaged in 
the same type of work as the present 
company, or any other company dealing 
with research work or improvement in 
sectors of experiment which are related 
to the objects of this same company. 
Consequently, it does not mention com- 
panies that are engaged in diverse enter- 
prises, at all, but specifically those which 


touch closely to the domain of 
communications. 
(English) 


Mr. Zimmerman: If we accept what you 
say as valid, it would apply, Mr. Emard, only 
on the first step of what then could become a 
whole succession of steps. I think, Jim, 
maybe you could... 


Mr. Torrance: I can give you the example 
to which I alluded earlier of Northern Elec- 
tric. I think Northern Electric is the type of 
company which, if Section 8 were enacted, 
Bell could acquire. Do you not? They have 
the powers to research and develop and so 
on. But, Northern Electric is an ordinary 
letters patent company and there is no res- 
triction on the other. types of companies 
which Northern Electric could have—and 
indeed it already has three—which are, I 
think, largely, certainly one of them in any 
event, unrelated to the telephone business. So 
it is in that way that once you get one 
company into the stable which has no restric- 
tion on the other companies that it can 
acquire, you could end up with Bell in con- 
trol of many different companies having 
nothing to do with telephones. 


(Translation) 


Mr. Emard: The Northern Electric Compa- 
ny has not done this in the 70 years of their 
existence. 


(English) 

- Mr. Torrance: Weill, they have done it in 
regard to Northern and this is bad enough. 
Northern itself has three subsidiaries and 
what we are talking about is the grant- 
ing of power. They could sit here today 
without any present intention of getting any 
other companies that in fact at the moment 
are unrelated to telecommunications but if 
you give them the power, you can never 
complain later that they used it. They are 
asking for the power. 
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@ (12:50 p.m.) 


Mr. Bell (Saint John-Albert): In this last con- 
text, is not what you are saying somewhat 
akin to the argument that the CPR made to 
this Committee a while ago that there should 
not be a misuse of our resources? In other 
words, if a company in Canada has a pre- 
ferred position for various reasons, it should 
not be allowed to move into another field of 
competition, particularly where it may not be 
doing that as efficiently as the private compa- 
ny. In other words, you are saying mainly 
here today that you feel in certain aspects of 
this private sector even though you are a 
small company you can do this job as well or 
even more cheaply than The Bell or North- 
ern in these particular aspects, and if this is 
not done then we are not getting the best in 
Canada as a result of this whole picture. 


Mr. Zimmerman: That is exactly my point 
of view. On specific things we can do them 
better today, but more importantly, if this 
situation is controlled, three years, five years 
from now many people, ourselves included, 
will do more, more efficiently than they can. 
You are asking to back a single choice in 
areas quite removed from the telephone busi- 
ness or, alternatively, to keep them in the 
telephone business where they are obviously 
in the front rank and encourage them more 
in the front rank, but choose that area and 
then you put your faith and your hope on 
the initiative in the private sector and equate 
the opportunity to compete as between peo- 
ple having the same rules in the same ball 
game. 


Mr. Bell (Saint John-Albert): There is one 
question that came to my mind out of a 
previous question. In the cases where Bell 
and Northern compete internationally, do you 
know whether they would be in direct com- 
petition with any companies connected with 
AT&T? Or let me put it this way to show 
you what I am trying to get at: It does not 
seem right that AT&T, an American com- 
pany, would permit their “know how” to go 
across the border to Bell and be in competi- 
tion internationally with American companies. 


Mr. Zimmerman: Well, oddly enough, the 
United States government and the Consent 
Decree that has been appended to our brief, 
have taken that position. Now, I do not know 
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to what extent Bell and Northern compete 
with AT&T internationally. I do know that 
the “know how” out of Bell Labs is available 
to foreigners on fair and equitable terms. 
They can even go and get a licence patent 
and the Japanese and so on do this and use it 
in their own industry and this is considered 
in the best interests of the public in the 
United States. Presumably their royalties are 
made part of the telephone company’s or 
whatever, but that is the position they are in 
and as I say, where I am accustomed to 
seeing Northern very effective in our export 
is against the European competitors. I do not 
know what they do with AT&T, but against 
the ones they named, they have been first 
rate. 


Mr. Bell (Saint John-Albert): In this last 
question, Mr. Chairman, on financing or the 
issuance of stock, I take it that you are not 
too happy with this new method of so-called 
permissible earnings regulation that Bell uses 
now? 


Mr. Zimmerman: No, I think it is meaning- 
less from an accounting point of view 
because without a test on the effectiveness 
and efficiency of the Northern manufacturing 
arm, is simply to say that they are selling 
from Northern to Bell at prices that are 
lower than they sell to anyone else is a 
Starting point. But, after all, Bell Telephone 
has a captive market towards anything of its 
kind in Canada; it gives this to Northern 
without competition; it can preplan its pro- 
duction; it has the advantages of technology 
from AT & T in the United States, so the 
comparison that should be applied is against 
themselves and, if we have set 6.2 per cent to 
6.6 par cent as the allowable rate on invested 
capital, this should apply right down the 
piece, otherwise, the transfer price is build- 
ing up the rate base by simply using up the 
equity in debt that they bring in on top to 
put excessive profits back into Northern. So I 
think by the way the ruling has been 
applied—the arithmetic sounds reasonable— 
the effectiveness and the regulatory aspects 
of it are meaningless in terms of maintaining 
control on it. 


Mr. Bell (Saint John-Albert): Well, then 
you would probably agree with the Associa- 
tion of Ontario Mayors and Reeves who said 
that this might permit Bell, if they wished, to 
manoeuvre their earnings in such a way that 


Transport and Communications 


November 16, 1967 


in order to present a favourable picture for 
the market, higher rates would result. 


Mr. Zimmerman: I could not subscribe to it 
more and I think one rather typical example 
was the publicity recently given to this “on 
line banking” because it is within Bell’s 
prerogative to lease lines for that particular 
service for whatever they want to charge—a 
cent a month. But, to compare it with others 
who have to go and lease that line plus the 
equipment rolls up a total package that no 
one can meaningfully look within. 

Now, so far as the telephone user is con- 
cerned, he may or may not have an interest in 
a low ‘fon banking charge’. Most of us will 
not. This is something I think is a dire need 
for the country as a whole. But, that is a pre- 
rogative open to them, and within the pres- 
ent rate structure what they are offering for 
these unessential—not undesirable—but un- 
essential services has no regulatory contro] 
on it at all. We are back to the old term of 
loss leadering. If you want to sell a service 
lower the cost on it. 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, of course, this comes back to the 
conflict I suppose we are going to have to 
finally resolve and that is between the share- 
holders and the taxpayers of Canada. 


May I just ask this question: Do you think 
it is going to be practical to do what you 
suggest here, that we should police the direc- 
tion of the funds that Bell may get from time 
to time to see that they are channelled in the 
proper manner contained in the statutes and 
on which they predicated the issue on? Do 
you really think we can follow this through 
their corporate structure to see that these 
moneys they obtain are channelled in the 
direction of which they have the powers? 


Mr. Zimmerman: I do, indeed. I think the 
transport board—either the new or the old 
one—given the will, and with a reasonable 
staff and budget, have available to them 
already tailored-made, The Bell corporate 
accounting system set-up. After all, all Bell 
companies and AT & T respond now. We are 
not talking about something quite different. 
They respond to regulatory boards in the 
United States on this basis and they are 
looked at in this way. 


Now, again it is looking from the outside 
but I would think so far as the Company is 
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concerned this is quite doable. From the 
transport board’s point of view I think it is 
absolutely essential and, again, quite doable 
given adequate technical and budget support. 


Mr. Bell (Saint John-Albert): Perhaps they 
could use one of their own computers. 


Vice-President: Gentlemen, this completes 
the questioning period or the brief submitted 
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by the Industrial Wire & Cable Co. Limited 
and I would like to thank the three gentle- 
men, Mr. Zimmerman, Mr. Torrance and Mr. 
Smith for their co-operation. Thank you very 
much. 


We have finished our questioning so there 
will be no meeting this afternoon. This Com- 
mittee is adjourned until Tuesday, November 
21, 1967. 
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APPENDIX A-9 


IN THE 


Gnited States District Court 


For THE District OF NEW JERSEY. 


UNITED STATES OF AMERICA, 


Plaintiff, 


Vv. 


WESTERN ELECTRIC COMPANY, 


INCORPORATED 


Civil Action No. 17-49. 


and AMERICAN TELEPHONE AND TELEGRAPH 


COMPANY, 


Defendants. 


FINAL JUDGMENT. 


Plaintiff, United States of America, having 
filed its complaint herein on January 14, 
1949; the defendants having appeared and 
filed their answer to such complaint denying 
the substantive allegations thereof; and the 
parties, by their attorneys, having severally 
consented to the entry of this Final Judg- 
ment without trial or adjudication of any 
issues of fact or law herein and without this 
Final Judgment constituting any evidence or 
admission by any party in respect of any 
such issues; 


Now, therefore, before any testimony has 
been taken herein, and without trial or 
adjudication of any issue of fact or law 
herein, and upon the consent of all parties 
hereto, it is hereby 


ORDERED, ADJUDGED AND DECREED AS FOLLOWS: 
if 


This Court has jurisdiction of the subject 
matter herein and of all the parties hereto. 
The complaint states a claim upon which 
relief may be granted against each of the 
defendants under Sections 1, 2 and 3 of the 
Act of Congress of July 2, 1890, entitled “An 
act to protect trade and commerce against 
unlawful restraints and monopolies,” com- 
monly known as the Sherman Act, as 
amended. 


a 


For the purposes of this Final Judgment: 


(a) “Western” shall mean the defendant 
Western Electric Company, Incorporated. 

(bo) “AT & T” shall mean the defendant 
American Telephone and Telegraph Com- 
pany. 

(c) “Bell Operating Companies” shall mean 
the 22 corporations listed in Appendix A 
attached to this Final Judgment, any other 
subsidiaries of the defendants engaged in 
furnishing common carrier communications 
services and the respective subzidiaries of and 
successors to each of the foregoing. 

(d) “Companies of the Bell System” shall 
mean AT & T, Western, their subsidiaries 
and the Bell Operating Companies. 

(e) “Westrex” shall mean Westrex Corpora- 
tion, a Delaware corporation. 

(f) “Patents” shall mean United States let- 
ters patent except for the reference to | 
foreign patents in Section X (E) (8). 

(g) “Bell System patents” shall mean pat- 
ents owned or controlled by either of the 
defendants or any of their subsidiaries, and 
patents on inventions made in the course of 
their employment by employees of defend- 
ants and their subsidiaries (other than 
employees of subsidiaries exclusively 
engaged in the performance of contracts with 
the plaintiff) employed to do research, devel- 
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opment or other inventive work, subject to 
any releases of rights to such employees 
prior to the date of this Final Judgment, and 
shall include patents of others under which 
and to the extent to which either of the 
defendants or any of their subsidiaries may 
have the right to grant licenses. 


(h) “Equipment” shall mean apparatus, 
systems, materials, supplies, machines, tools 
and any other product. 


Gi) “Common carrier communications ser- 
vices” shall mean communications services 
and facilities, other than message telegram 
service, the charges for which are subject to 
public regulation under the Communications 
Act of 1934, or any amendment thereof, or 
would be subject to such regulation there- 
under if such a service or facility were 
furnished in interstate commerce; and shall 
also include any communications service or 
facility, other than message telegram service, 
the charges for which are or become subject 
to regulation under existing or future laws 
of any state, territory, or the District of Co- 
lumbia, but only in the jurisdiction or juris- 
dictions in which the charges for such service 
or facility are subject to regulation. 


(j) “Associated companies” shall mean, as 
to defendants, the Companies of the Bell Sys- 
tem, and as to any applicant, its subsidiaries. 


(k) “Person” means any individual, part- 
nership, corporation, association, firm, trustee 
or other legal entity. 


() “Message telegram service” shall mean 
the electrical transmission by a common car- 
rier of a message presented to it at one of its 
public offices in written form or, if presented 
orally, reduced to written form by the carrier 
and delivered by the carrier to the addressee 
in written form or, if orally, by a reading of 
the written message by the carrier. 


(m) “B-2 agreements” shall mean the 
license agreements dated July 1, 1932, made 
by either or both of the defendants with 
General Electric Company, Radio Corpora- 
tion of America, and Westinghouse Electric 
Corporation, or any of them, and all agree- 
ments supplementary thereto, and “other 
parties to the B-2 agreements” shall mean 
said companies, their subsidiaries, successors 
and assigns. 
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LTE: 


The provisions of this Final Judgment, 
applicable to a defendant, shall be binding 
upon said defendant, its officers, agents, serv- 
ants, employees, and attorneys, and upon 
those persons in active concert or participa- 
tion with said defendant who receive actual 
notice of this Final Judgment by personal 
service or otherwise. 


LV. 


(A) The defendants are each enjoined and 
restrained from commencing, and after three 
(3) years from the date of this Final Judg- 
ment from continuing, directly or indirectly, 
to manufacture for sale or lease any equip- 
ment which is of a type not sold or leased or 
intended to be sold or leased to Companies of 
the Bell System, for use in furnishing com- 
mon carrier communications services, except 
equipment used in the manufacture or instal- 
lation of equipment which is of a type so sold 
or leased or intended to be so sold or leased; 
provided, however, that this Section shall not 
apply to the artificial larynx, by-products of 
reclamation of scrap, or equipment manufac- 
tured for the plaintiff, or for plaintiff’s prime 
or sub-contractors for the performance of 
contracts with plaintiff or sub-contracts 
thereunder. 


(B) After three (3) years from the date of 


this Final Judgment, the defendant Western 


is enjoined and restrained from engaging, 
either directly or indirectly, in any business 
not of a character or type engaged in by 
Western or its subsidiaries for Companies of 
the Bell System, other than (1) businesses in 
which defendant AT & T may engage under 
Section V hereof, (2) businesses in which 
Western is required to engage under this 
Final Judgment, and (3) any business 
engaged in for the plaintiff or any agency 
thereof. 

(C) No sale of any subsidiary or assets 
made necessary by this Section IV need be 
made otherwise than at a fair price and on 
reasonable terms nor shall it be made except 
to a person approved by this Court. Defend- 
ants may apply to this Court for an extension 
of the time established by this Section IV, 
upon notice to the plaintiff, and such exten- 
sion may be granted upon a showing of good 
cause therefor. 
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Vs 


The defendant AT & T is enjoined and 
restrained from engaging, either directly, or 
indirectly through its subsidiaries other than 
Western and Western’s subsidiaries, in any 
business other than the furnishing of com- 
mon carrier communications services; provid- 
ed, however, that this Section V shall not 
apply to (a) furnishing services or facilities 
for the plaintiff or any agency thereof, (b) 
experiments for the purpose of testing or 
developing new common carrier communica- 
tions services, (c) furnishing circuits to other 
communications common carriers, (d) for a 
period of five (5) years from the date of this 
Final Judgment, leasing and maintaining 
facilities for private communications systems, 
the charges for which are not subject to 
public regulation, to persons who are lessees 
from defendants or their subsidiaries of such 
systems forty-five (45) days after the date of 
this Final Judgment, (e) directory advertis- 
ing, (f) advice or assistance to other com- 
munications common carriers, or (g) busi- 
nesses or services incidental to the furnishing 
by AT & T or such subsidiaries of common 
carrier communications services. 


VI. 


The defendants are each enjoined and 
restrained from making or _ performing, 
directly or indirectly, any contract or agree- 
ment with any person whereby either 
defendant or its subsidiaries will have any 
right in any territory to act as distributor of 
any equipment manufactured or sold by such 
person, or whereby such person will have 
any exclusive right in any territory to act as 
distributor of any equipment manufactured 
or sold by either defendant or its subsidia- 
ries; provided, however, that this Section shall 
not prevent the defendants or their subsidi- 
aries from buying any equipment for sale or 
lease to, or supplying any equipment to, the 
defendants’ associated companies or the 
plaintiff, or prevent Westrex and its subsidi- 
aries from acting as distributor to sound 
recording studios or outside the United 
States, nor shall this Section be deemed to 
prevent the disposition in any channels of 
trade of any equipment originally acquired 
for sale to defendants’ associated companies 
or to the plaintiff. 
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WIT. 


The defendants are each enjoined and 
restrained from making, performing or 
enforcing, directly or indirectly, anv contract 
or agreement with any independent tele- 
phone operating company under which such 
company is required to buy any equipment 
from them (but this shall not apply to any 
specific purchase order or to any specific con- 
tract for the purchase of operating plant); or 
with any purchaser to limit, fix or control the 
prices to be charged by such purchaser on 
the resale of any equipment. 


VIII. 


The defendants are each enjoined and 
restrained from acquiring, directly or 
indirectly, any person engaged in the manu- 
facture, distribution or sale of equipment 
useful in furnishing common carrier com- 
munications services, either by acquisition of 
securities thereof or by acquisition of its 
assets. 


Nothing in this Section VIII shall be con- 
strued to prohibit: 


(a) acquisition by either defendant of all or 


part of the securities or assets of its 
subsidiaries; 
(b) formation of subsidiaries by either 


defendant and the transfer thereto of assets 
of either or of other subsidiaries of either; 


(c) application ot this Court, upon notice to 
the plaintiff, for permission to acquire the 
securities of assets of a person engaged in 
such manufacture, distribution or sale, which 
may be granted upon a showing that the 
effect of such acquisition will not be substan- 
tially to lessen competition or to tend to 
create a monopoly. 


IX. 


Western is ordered and directed to main- — 
tain cost accounting methods that conform 
With such accounting principles as may be 
generally accepted and that afford a valid 
basis, taking into account the magnitude and 
complexity of the manufacturing operations 
involved, for determining the cost to Western 
of equipment sold to AT & T and Bell 
Operating Companies for use by them in 
furnishing common carrier communications 
services. 
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X. 


(A) The defendants are each ordered and 
directed to grant or cause to be granted, to 
any applicant who shall make written 
application therefor at any time or from time 
to time, non-exclusive licenses under all 
claims of any, some or all existing and future 
Bell System patents to make, have made, use, 
lease and sell any or all equipment as desired 
by the applicant, such licenses (1) to be 
royalty-free, to persons other than the other 
parties to the B-2 agreements, under all Bell 
System patents (other than patents of Tele- 
typesetter Corporation) issued prior to the 
date of this Final Judgment, under. wich 
licenses or sublicensing rights were 
exchanged between the defendants and such 
other parties to the B-2. agreements, (2) to be 
at reasonable royalties to the other parties to 
the B-2 agreements under the aforesaid pat- 
ents, except that-such licenses shall be ‘royal- 
ty-free to any such other party during any 
period for which licenses granted by it to the 
defendants or either of them, of the scope 
and character which the defendants may 
require it to grant to them pursant to this 
Section X (A), shall be royalty-free under all 
patents issued prior to the date of this Final 
Judgment under which, and to the extent to 
which, such other party or its associated 
companies may have the right to grant 
licenses, and (3) to be at reasonable royalties 
to all persons under all other existing and 
future Bell System patents; but upon condi- 
tion that the applicant shall grant to defend- 
ants at reasonable royalties licenses to make, 
have made, use, lease and sell such equip- 
ment useful in furnishing common carrier 
communications services and such machines, 
tools and materials useful in manufacturing 
or operating any such equipment, as defend- 
ants may then designate in writing, under all 
claims of any or all existing and future pat- 
ents under which, and to the extent to which, 
the applicant or its associated companies may 
have the right to grant licenses. Except with 
the consent of the grantor of any license 
hereunder, no such license shall be under 
patents on inventions made more than five 
(5) years after the effective date of the 
license, but the applicant may make succes- 
Sive applications for licenses. Each grant of a 
license hereunder shall be for the unexpired 
terms of the patents under which such 
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license is granted, or for such lesser period as 
the grantee shall elect, and shall include: the 
right to sublicense the grantee’s’ associated 


companies for so long as they remain 
associated companies. : 
The provisions of this subsection (A) 


requiring the defendants, to grant royalty- 
free licenses under certain patents shall not 
be deemed to constitute a finding, determina- 
tion or admission that such patents are with-, 
out value or that the defendants. are: -not, 
entitled to full damages and an injunction. in 
the case of infringement of any such: anne 
by any unlicensed person. 


(B) Upon receipt of a written request fora 
license under the provisions of this ieee 
the. defendant to whom © such ‘request 
addressed shall advise the applicant in RATE: 
ing of the royalty, if applicable, which’ it 
deems reasonable therefor, and also of such 
licenses as defendants may specify’ under 
subsection (A) above. If the parties are ‘una- 
ble to agree within ninety (90) days upon rea- 
sonable royalties or any other terms, the 
applicant or such defendant may apply to 
this Court for the determination of reasona- 
ble royalties and other terms, and the 
defendants shall, upon filing or receipt ‘of 
notice of the filing of such application to this 
Court, promptly give notice thereof to the 
plaintiff. In any such proceeding the burden 


‘of proof shall be on the defendant to estab- 


lish the reasonableness of royalties or other 
terms requested by it, and on the applicant to 
establish the reasonableness of royalties’ or 
other terms requested by the applicant. 
Pending final determination of thé foregoing, 
the applicant or said defendant may ‘apply’ to 
this Court to fix interim royalty’ rates’ and 
other interim terms and conditions.’ If this 
Court fixes such interim rates, terms “and 
conditions, such defendant shall then tender 
and the applicant may then accept an agree- 
ment under which licenses shall be ‘granted, 
in accordance with such’ interim determina- 
tion, providing for the periodic payment of 
royalties, if applicable, at such interim rates 
for any manufacture, use, or sale’ under the 
patents involved. If the applicant fails to 
accept such license agreement or fails’'to pay 
interim royalties: in accordance’ therewith 
such action shall be grounds for the dismissal 
of his application. boys 
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(C) The defendants are each enjoined and 
restrained from including in any license 
granted by them any restriction or condi- 
tion whatsoever limiting the exercise of the 
rights granted thereby except that the license 
may be personal and non-transferable and 
may be conditioned on (1) payment of 
a reasonable royalty, if applicable, which 
shall be non-discriminatory as between li- 
censees whose licenses are granted subse- 
quent to the date of this Final Judgment, 
other than defendants’ associated companies, 
but the royalty provisions of agreements 
under which licenses are exchanged and roy- 
alties are adjusted or eliminated to reflect a 
bona fide estimate of the values of such 
licenses shall not be deemed to discriminate 
between licensees, nor shall the bona fide 
compromise of claims for accrued royalty be 
deemed to be discriminatory, (2) subjection, 
to any grant of licenses and rights by appli- 
cant to. the defendants, of patents of any 
company of which applicant is a subsidiary 
and subsidiaries of any such company and of 
patents on inventions made in the course of 
their employment, after the effective date of 
the license agreement, by employees of any 
such company, applicant or any of its sub- 
sidiaries employed to do research, develop- 
ment or other inventive work, and (3) such 
other terms as this Court shall approve upon 
application by the defendants and notice to 
the plaintiff. If the applicant shall so request, 
any agreement in which licenses’ are 
exchanged between applicant and defendants 
shall fix a reasonable royalty for each 
license, where applicable, rather than provid- 
ing for the adjustment or elimination of 
royalties. 


(D) Each license agreement executed pur- 
suant to this Section X shall contain, if the 
licensor so requests, reasonable provisions 
requiring the licensee to keep records, submit 
royalty statements and give appropriate 
license notices, and for periodic inspection of 
the books and records of the licensee by an 
independent auditor or any person acceptable 
to the licensee. 


(E) Each license agreement executed pur- 
suant to this Section X shall provide: 


(1) That the licensee upon giving written 
notice to the licensor may cancel any such 
license for any specified equipment, but sub- 
ject to paying accrued royalties. 
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(2) If any licensee requests, that such 
licensee may at any time surrender its 
license under any specified patent or patents 
identified by number by written notice to the 
licensor, but subject to paying accrued royal- 
ties. If any licensee requests, the license 
agreement shall also provide that upon such 
surrender the royalty rates shall be renego- 
tiated if requested by the licensee in writing, 
and if there is a material difference between 
the reasonable value of the licenses granted 
to such licensee, including the patents affect- 
ed by such surrender, and the reasonable 
value of such licenses without such patents, 
then such rates shall be reduced by an 
amount representing such difference. In 
event of disagreement whether a reduction 
should be allowed or the amount thereof, the 
matter may be determined in the manner set 
forth in subsection (B) of this Section X. 

(3) If any licensee requests, a royalty-free 
grant of immunity under all foreign patents 
owned or controlled by the licensor or its 
subsidiaries relating to the sale or use abroad 
of equipment manufactured under the license 
granted pursuant to this Section X. 


(F) Each licensee of either defendant under 
a license agreement in effect at the date of 
this Final Judgment may cancel any licenses 
granted to it and its associated companies 
under such agreement by written notice to 
the licensor which shall terminate the obliga- 
tion to pay royalty under the license agree- 
ment with respect to any equipment not 
manufactured, sold, leased or put into use 
under such licenses prior to such notice. 
Within sixty (60) days from the date of 
this Final Judgment, defendants shall mail a 
copy of the provisions of this Section X to 
all such existing licensees. 


(G) The defendants are each enjoined and 
restrained, except where this Court upon 
application by a defendant and notice to the 
plaintiff shall find good cause therefor, from 
directly or indirectly: 


(1) acquiring any license, grant of immuni- 
ty or similar right under patents unless such 
license, grant of immunity or similar right 
shall be non-exclusive; 


(2) disposing of any patents, or rights there- 
under, so as to deprive defendants of the 
power to grant or cause to be granted 
licenses as required under this Section X 
unless it be a condition of such disposition 
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that the transferee shall observe the provi- 
sions. of this Section X with respect to the 
patents and rights so acquired and shall file 
with this Court, prior to such disposition, an 
undertaking to this effect; provided, however, 
that this subsection (G) (2) shall not be 
deemed to apply to (a) any tranfer of patents 
or rights thereunder to the plaintiff or any 
agency thereof, or (b) a disclaimer, or a 
concession or other grant in interference pro- 
ceedings; or 

(3) granting or receiving any right to grant 
sublicenses under patents except to the gran- 
tee’s associated companies for so long as they 
remain associated companies. 


XI. 


Western is ordered and directed, upon 
written request of any person, to furnish to 
such person a list, prepared as of January 1 
of the year in which the request is made, of 
unexpired patents owned by either defendant 
or its subsidiaries, identified with the clas- 
Sification of the United States Patent Office 
on the date of issue of such patents. 


XL 


The defendants are each enjoined and 
restrained from acquiring, directly or 
indirectly, title to any patent owned or con- 
trolled by any person other than Companies 
of the Bell System and employees thereof, 
except where this Court, upon application by 
either defendant and notice to the plaintiff, 
shall find that otherwise the defendant could 
not obtain rights under the patent or that the 
only terms upon which the defendant could 
obtain non-exclusive licenses under said pat- 
ent are unreasonable, provided that nothing 
in this Section XII shall be construed to 
prohibit the acquisition of patents on inven- 
tions made by other persons pursuant to any 
research or development contract with any 
Company of the Bell System. 


XIII. 


The defendant AT & T is enjoined and 
restrained from receiving from the defendant 
Western any payment of patent royalty in 
respect of the manufacture, lease or sale of 
equipment by Western to the Bell Operating 
Companies. 
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SoEN - 


(A) The defendants are each ordered and 
directed, upon written application at any 
time and from time to time, to furnish to any 
person domiciled in the United States and 
not controlled by foreign interests, licensed 
pursuant to Section X of this Final Judgment. 
under any patents of either of the defend- 
ants, technical information relating to equip- 
ment specified in such application, to the 
extent and upon the terms hereinafter set 
forth. 

(B) The technical information so to be fur- 
nished shall be information relating to equip- 
ment manufactured by Western for sale or 
lease to Bell Operating Companies or AT & T 
for which the applicant is licensed pursuant 
to Section X of this Final Judgment, and 
shall consist, to the extent that the defend- 
ants shall have, and have the legal right to 
furnish, the same, of manufacturing draw- 
ings and specifications of the materials and 
parts comprising such equipment, and manu- 
facturing drawings and specifications cover- 
ing the assembly, wiring and acceptance test 
requirements of such equipment. 


(C) The defendants are each enjoined and 
restrained from including in any agreement, 
under which technical information is fur- 
nished pursuant to this Final Judgment, any 
restriction or condition whatsoever limiting 
the exercise of the rights thereby granted to 
use such information, except that the right to 
use such information may be personal and 
non-transferable and may be conditioned on 
(1) payment of a reasonable charge or 
charges which shall be non-discriminatory as 
between recipients of such information pur- 
suant to application made hereunder, other 
than defendants’ associated companies, (2) 
the furnishing by an applicant to Western, 
upon payment of a reasonable charge or 
charges therefor, of its own technical infor- 
mation of the character and scope of that 
furnished by Western, but only respecting 
equipments for which the applicant has li- 
censed defendants pursuant to Section X of 
this Final Judgment, and (3) such other re- 
strictions and conditions as this Court shall 
approve upon application by either defendant 
and notice to the plaintiff. 


Defendants’ obligation to furnish technical 
information in any case shall be subject to 
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such restrictions as may be imposed at any 
time by any department or agency of the 
plaintiff for reasons of national security. 

(D) The reasonable charge or charges per- 
mitted by subsection (C) of this Section XIV 
shall be designed to reimburse the defend- 
ants or the applicant for the cost of gathering 
and reproducing the information furnished 
and for that proportion, if any, of the devel- 
opment expense that is reasonable and is 
properly allocable to the class of equipment 
with respect to which the information is 
being furnished. The amount by which such 
charge or charges collected by defendants 
shall exceed the cost of gathering and repro- 
ducing such information shall be credited to 
the development and related engineering 
expense accounts of Western. 


‘(E) Each agreement under which technical 
information is furnished pursuant to this 
Final Judgment shall contain, if the party 
furnishing such information shall so request, 
reasonable provisions requiring the recipient 
of such information to keep records, submit 
statements respecting charges, keep such 
technical information confidential, and use 
such ‘technical information only for manufac- 
ture ‘pursuant to the license granted to the 
recipient of such information under Section 
X of this Final Judgment, and providing for 
periodic inspection of the books and records 
of such recipient by an independent auditor 
or any person acceptable to such recipient. 


(F) A party shall not be deemed, in con- 
nection with the furnishing of technical 
information pursuant to this Final Judgment, 
to have given any warranty against infringe- 
ment of patents of others, or any warranty of 
success in connection with the use of such 
information. 

(G) In the event of disagreement as to the 
amount of the charge or charges payable 
under this Section XIV, the matter may be 
determined in the manner set forth in sub- 
section (B) of Section X of this Final 
Judgment. 


XV. 


(A) The defendants are each enjoined and 
restrained from making, performing, enforc- 
ing or adhering to any contracts or agree- 
ments under which fields of manufacture, 
sale or distribution of any equipment are 
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divided with others, provided that, subject to 
other provisions of this Final Judgment, an 
exchange of non-exclusive licenses and rights 
under patents, without more, between the 
defendants and others shall not be deemed to 
divide fields of manufacture, sale or distribu- 
tion of equipment. 

(B) The defendants are each enjoined and 
restrained from performing or enforcing any 
term or provision of any contract or agree- 
ment that (1) makes exclusive any licenses or 
other rights under patents, or (2) grants to 
one party the right to sue for infringement of 
the patents of another party. 

(C) The defendants are each enjoined and 
restrained from enforcing any restriction or 
condition on any licenses or other rights 
under patents granted by either of them, that 
(1) imposes maximum quantity or dollar limi- 
tations, or (2) restricts sales to designated 
customers (except where sales are limited to 
subsidiaries, under existing licenses, or to the 
plaintiff), or (3) restricts the price at which 
licensed equipment may be sold. 


XVI. 


For the purpose of securing compliance 
with this Final Judgment, duly authorized 
representatives of the Department of Justice 
shall, upon written request of the Attorney 
General, or the Assistant Attorney General in 
charge of the Antitrust Division, and on rea- 
sonable notice to the principal office of either 
defendant, be permitted (1) reasonable access 
during the office hours of said defendant to 
all books, ledgers, accounts, correspondence, 
memoranda and other records and documents 
in the possession or under the control of aid 
defendant relating to any matters contained 
in this Final Judgment and (2) subject to the 
reasonable convenience of said defendant 
and without restraint or interference from it, 
to interview officers or employees of said 
defendant, who may have counsel present, 
regarding such matters, and upon request 
said defendants shall submit such written 
reports as might from time to time be reason- 
ably necessary to the enforcement of this 
Final Judgment. No information obtained by 
the means provided in this Section XVI shall 
be divulged by any representative of the 
Department of Justice to any person other 
than a duly authorized representative of such 
Department, except in the course of legal 
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proceedings in which the United States is a 
party for the purpose of securing compliance 
with this Final Judgment, or as otherwise 
required by law. 

. XVII. 


Jurisdiction is retained for the purpose of 
enabling any of the parties to this Final 
Judgment to apply to this Court at any time 
for such further orders and directions as may 
be necessary or appropriate for the construc- 
tion or. carrying out of this Final Judgment, 
or the modification or termination of any of 
the provisions thereof or for the enforcement 
of compliance therewith or for the punish- 
ment of violations thereof. Upon any such 
application by the plaintiff, the plaintiff shall 
be deemed to have made a sufficient showing 
of a change in circumstances warranting 
appropriate modification of this Final Judg- 
ment if it shall show elimination hereafter, in 
a substantial number of states, of public 
regulation of charges for common carrier 
communications services. 

Jurisdiction is further retained for the pur- 
pose of enabling the plaintiff to apply to this 
Court at any time, without the necessity of 
showing any change in circumstances, for 
orders under this Final Judgment: 

(a) requiring sales, at non-discriminatory 
prices, of any telephone equipment manufac- 
tured by Western or its subsidiaries to 
independent telephone operating companies, 
or prohibiting or limiting sales of such equip- 
ment to such companies; and 

(b) requiring that any equipment manufac- 
tured by Western or its subsidiaries that is 
used by AT & T or any Bell Operating 
Company in furnishing a common carrier 
communications service, other than telephone 
equipment, shall be sold at non-discriminato- 
ry prices to any person lawfully engaged in 
furnishing such a service in competition with 
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them or in furnishing message telegram ser- 
vice, for use by such person in furnishing 
any such service; and 

(c) requiring that AT & T shall, and shall 
cause its subsidiaries to, continue to lease, to 
common carriers engaged in the message 
telegram business, on reasonable terms, cir- 
cuits required by such carriers for use in 
their business, to the extent that such circuits 
shall be reasonably available without further 
construction. 


Dated: January 24, 1956 © 


Tuomas F, MEANEY 
United States District Judge 


We hereby consent to the making and entry 
of the foregoing Final Judgment: 


For the Plaintiff: 


STANLEY N. BARNES 
Epwarp A. Foote 

W. D. KiuaGore, JR. 
RAYMOND DEL TuFO, JR. 


Attorneys for Plaintiff 
For the Defendants: 
PITNEY, HarpIN & WARD 


by WaLpROoN M. Warp, 
a member of the firm 


Attorneys for the Defendants 

For the defendant AMERICAN TELEPHONE AND 
TELEGRAPH COMPANY 

Horace P. MouLton 

Its Vice President and General Counsel 

For the defendant WESTERN ELECTRIC 
ComMpaNny INCORPORATED 

WALTER L. BROWN 

Its Vice President and General Counsel 
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Appendix A 


Bell Telephone Company of Nevada 

Illinois Bell Telephone Company 

Indiana Bell Telephone Company 

Michigan Bell Telephone Company 

New England Telephone and Telegraph 
Company 

New Jersey Bell Telephone Company 

New York Telephone Company 

Northwestern Bell Telephone Company 

Southern Bell Telephone and Telegraph 
Company 

Southwestern Bell Telephone Company 

The Bell Telephone Company of Pennsyl- 
vania 

The Chesapeake and Potomac Telephone 
Company 


The Chesapeake and Potomac Telephone 
Company of Maryland 

The Chesapeake and Potomac Telephone Com- 
pany of Virginia 

The Chesapeake and Potomac Telephone 
Company of West Virginia 

The Cincinnati & Suburban Bell Telephone 
Company 

The Diamond State Telephone Company 

The Mountain States Telephone and Tele- 
graph Company 

The Ohio Bell Telephone Company 

The Pacific Telephone and Telegraph Com- 
pany 

The Southern New England Telephone Com- 
pany 

Wisconsin Telephone Company 
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MINUTES OF PROCEEDINGS 


TUESDAY, November 21, 1967 
(10) 


The Standing Committee on Transport and Communications met this day 


at 9.45 o’clock a.m., the Chairman, Mr. Macaluso, presiding. 


Members present: Messrs. Allmand, Bell (Saint John-Albert), Byrne, Can- 
telon, Emard, Deachman, Horner (Acadia), Howe (Wellington-Huron), Lessard, 
Macaluso, MeWilliam, Orlikow, Pascoe, Rock, Saltsman, Southam, Staf- 
ford—(17), 


Also present: Mr. Groos, M.P. 
In attendance: Mr. V. O. Marquez, President, Northern Electric Co. 
The Committee resumed consideration of Bill C-104. 


The Chairman introduced the President of Northern Electric who was 
appearing at the request of the Committee. Mr. Marquez responded to questions 
of the Members concerning the operations of Northern Electric Co. 


At 11.50 o’clock a.m., the Committee recessed for five minutes. At 12.45 
o’clock p.m., there being nO further questions, the Committee adjourned to the 
call of the a 


Fev ire, 
Clerk of the Committee. 
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(Recorded by Electronic Apparatus) 


Tuesday, November 21, 1967. 
e (9:45 a.m.) 


The Chairman: Gentlemen, we will start 
off with the questioning of Mr. Marquez, 
President of Northern Electric. This is at the 
request of members who were interested in 
the attendance of Northern Electric. There is 
no brief, of course; it is just a matter of 
questioning. I will now take names for 
questioning. 


Mr. Bell (Saint John-Albert); I have only 
one question on my mind and it is a general 
one. I would like to hear a little about North- 
ern Electric’s success in the international 
market. I am asking this because Bell has 
said that there is certainly a justification in 
the relationship between Bell and Northern 
inasmuch as Northern has been able to gain 
markets internationally that it might not 
have been able to without this network. I 
just ask that generally. I might have one or 
two supplementaries, but it is merely to put 
this on the record. 


Mr. V. O. Marquez (President, Northern 
Electric Co. Lid., Montreal): Mr. Bell and 
gentlemen, Northern entered the internation- 
al market seriously some five years ago, not 
because we thought it was a fashionable idea 
but, as we saw it, for reasons of sheer survival. 
We could perceive a very obvious trend 
which had started after the war in the direc- 
tion of reduced tariff barriers and this was a 
situation over which we had no control but 
which we certainly felt we had to learn how 
to adapt to. 


The question was whether we were going 
to content ourselves with doing a job in the 
domestic market and then wake up some 
morning to discover that the tariff barriers 
were down and we were losing our market to 
foreign competitors, or whether we were 
going to get out while we still were capable 
and try to develop some competence in the 
international field, which we did. 

It is tough going. We are up against some 
pretty capable competitors who have had 
many, many years of experience in that field: 
the L. M. Ericsson Company of Sweden, the 


Siemens Company of Germany, the IT & T, 
which is an American-based company but 
has plants in 49 countries, the Japanese, and 
others. We began to try to do some work in 
the American market and in the offshore 
markets and we have had, I think, some 
success. We have been selling certain prod- 
ucts quite regularly in the United States 
market. 

We have managed to open up other mar- 
kets overseas. For the time being, some Euro- 
pean markets are closed to us, not because of 
tariffs but because of national policy. For 
example, the British post office will not even 
permit a foreign competitor to bid. We are 
still working on this but these are the facts 
of the case. Similarly in France; most Euro- 
pean countries where the communications 
systems are owned by the state, a foreign 
competitor is not even permitted to bid. 
Consequently we have had to make our 
attacks, if you like, in the developing 
countries. . 

We have had success in Central America, 
we have had success in Africa, we have had 
success in Turkey, we. have had success in 
Greece, and elsewhere. Unfortunately, in a 
way, some of these jobs are, I think by 
anyone’s standards, too big. We would much 
prefer to have the opportunity to compete in 
a small way and learn as we go along. Un- 
fortunately we do not have the choice, and 
oddly enough, because the developing coun- 
tries have very little money, they do things 
on a big scale. If that sounds paradoxical, it 
merely is that they have to borrow money 
from the World Bank or from the supplying 
country and you do not borrow $50,000; you 
borrow $5 million or $25 million. This creates 
problems because the stakes are pretty high. 

Getting into a country like Turkey, as we 
have succeeded in doing, effectively closes 
the door against competition for a period of 
time, and no one looks forward to this kind 
of situation easily. So the fighting is pretty 
tough. For another thing, because the jobs 
are very big, the customer takes a long time 
to make up this mind and this creates a 
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problem which is not any more acceptable to 
our competitors than it is to us. 

However, in spite of these problems, we 
have built up a volume of business which 
has run form $7 million or $8 million in the 
first year to somewhere in the neighbourhood 
of $15 million. At the moment we have about 
$50 million of international business on our 
books. I do not mean that we have billed that 
this year not that we will bill that next year 
but we have business at present which will 
take us as far as 1970 and adds up to about 
$50 million and which, of course, we hope 
will be added to because this is not the kind 
of position in which we relax. 


e (9:50 a.m.) 


I might add incidentally, that this kind of 
exercise we are convinced is good for us and 
good for the country. It sharpens our techni- 
cal competence and it puts great pressure on 
our cost reduction capabilities. It is relatively 
easy, when you live in a protected economy, 
to lull yourself into a sense of false security 
and to think you are a damn sight better 
than you are. It is not until you get out in 
the rough-and-tumble of international com- 
petition that you discover that you perhaps 
are not always as capable as you think you 
are; but if you have the kind of confidence 
that I think we have been able to develop, 
very largely because of our association with 
Bell over the last 80 years, well then we have 
something to build on. I would say that in 
five years we have become what our com- 
petitors consider a force to be reckoned with. 
We were nobodies in the international field 
five years ago and our competitors pay a 
good deal of attention to us today. 


Mr. Bell (Saint John-Albert): Who would 
be your main competitors, for example, in 
Africa? 


Mr. Marquez: The competitors, Mr. Bell, 
are pretty well the same wherever you go in 
the world. They are principally the L. M. 
Ericsson Company of Sweden, who are a 
very competent company. We think of Swed- 
en as a small country. It has seven million 
people. We talk about Canada being a small 
country but Sweden with seven million peo- 
ple has done a remarkable job of developing 
competence and _ skill. Our competitors 
include the L. M. Ericsson Company, the Sie- 
mens Company of Germany, the IT & T, 
which is an American-based company but 
which has factories in many, many parts of 
the world—49 locations or thereabouts. They 
include a great many English subsidiaries. 
Standard Telephone and Cables, for example, 
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is a subsidiary of IT & T but they have sub- 
sidiaries elsewhere. 


The Japanese are competitors and, from 
time to time other companies, depending on 
what the product is. There is the Plessis 
Company of Great Britain and the British 
General Electric, depending on the product. 
But these are the main ones that I have 
named. 


Mr. Beli (Saint John-Albert): Do you think 
there could be a practical separation of your 
domestic and international activities as has 
been suggested by others from time to time 
with respect to the combines matter 
generally? 


Mr. Marquez: You are talking now about 
the question that has been raised from time 
to time as to whether the combines legisla- 
tion inside hampers us in our activities 
outside. 


Mr. Bell (Saint John-Albert): Well, yes. I 
am not accusing you of any breaches of the 
Combines Investigation Act. I am simply say- 
ing that many have said through the years 
that while we have to preserve the strict law 
in Canada for domestic business there might 
be some merit in allowing companies to com- 
bine for international markets. Others have 
proposed here—Industrial Wire & Cable Co. 
Limited but I do not have their exact words 
—that they might not be unhappy if there 
was some way Similar to that in the United 
States where there could be preserved the 
full competitive position domestically but 
that they might allow or go along with some 
sort of a situation for international markets. 
I am just wondering if you feel that this 
could be carried out practically in your 
business? 


Mr. Marquez: I think I accept the general 
premise that it is very difficult to set up one 
set of rules to apply in the domestic market 
and another to apply in the international 
market, but speaking specifically so far as © 
Northern Electric is concerned, I have to say 
that up to the present time we have not been 
hampered by the internal combines legisla- 
tion, which we respect. 

We certainly have had no occasion up until 
now to feel that we could have done some- 
thing better than we are doing at the 
present time but could not do it because of 
combines legislation. But I can readily con- 
ceive that in some lines of business, for 
example in selling a basic commodity like 
copper where you are talking about world 
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prices, it is very difficult to think that you 
might have some situation where you are 
allowed to collude on prices for the interna- 
tional market but you cannot for the domes- 
tic market. 


Mr. Howe (Wellingiton-Huron); Mr. Chair- 
man, could I ask a supplementary question 
just for clarification? When you spoke of the 
competition you have in international mar- 
kets you mentioned mostly international 
companies outside of Canada, are any of the 
companies such as Industrial Wire & Cable 
Co. Limited and Phillips Electrical Company 
Limited and Canada Wire & Cable Co. Lim- 
ited, in competition with you in this inter- 
national field? 


Mr. Marquez: First of all, Mr. Howe, In- 
dustrial Wire, as I think they have pointed 
out, are not in the communication cable field. 
They manufacture non-communication cables, 
low voltage bar cables, building wires 
and things of that kind. Our effort in the 
international field has been largely restricted 
to communication type products so that we 
do not find ourselves in competition overseas, 
until now in any case, with Industrial Wire. 
As far as Canada Wire are concerned, they 
are very big cable manufacturers in the non- 
communication cable field and _ relatively 
small in the communications field. We are a 
sort of mirror image of Canada Wire. We are 
big in the communication cable field and 
relatively quite small—it may interest you to 
know that we are not any bigger than Indus- 
trial Wire—in the non-communications cable 
field—never mind how we look. And conse- 
quently all our activities in the international 
field have been largely limited to communi- 
cation cables, and we have not had the 
experience so far of encountering either In- 
dustrial Wire or Canada Wire in that par- 
ticular field. 

On one occasion we did find ourselves in 
competition with Phillips. We were bidding 
on a job in Africa and we were in a consorti- 
um in which there were one or two other 
suppliers elsewhere in the world and we 
were supplying the cable and Phillips was in 
another consortium in which they were sup- 
plying the cable and they have got the job. 


Mr. Howe (Wellington-Huron): In the same 
connection, Mr. Chairman, I wonder if the 
witness would tell us this. In your area of 
research and production, have you come up 
with any products that are unique in the 
world and that you are a first with? About 
which you can go out and say in this compe- 
tition: “We have got something that will do 
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the job better because of our research work 
in that particular field’’? 


Mr. Marquez: Yes, Mr. Howe, we have 
indeed, and we hope we will to a greater 
extent in the future. We have a parametric 
amplifier, for example, that was one of the 
first of the products that we developed in our 
research and development labs that is of 
widespread use throughout the world. We 
have developed a small crossbar switching 
exchange that fills a need that was peculiar 
to Canada. In the United States they did not 
see any reason to fill that particular need and 
this particular system met an immediate 
response in Canada and elsewhere. We have 
a new type of switching system which has 
just been developed on which we are making 
substantial headway overseas because we are 
offering a product that is available from no 
one else. 


Mr. Howe (Wellington-Huron): Thank you, 
Mr. Chairman. 


Mr. Pascoe: May I ask a supplementary 
question, Mr. Chairman? 


The Chairman: Not a supplementary, Mr. 
Pascoe; Mr. Bell is finished. You are right 
after him. 


Mr. Pascoe: It is along the same line. In 
the Northern Electric report for 1966 on page 
3 it says that 

Products bearing Northern’s trademark 

are exported to many countries of the 

world. 
This telephone cable is being shipped to 
Thailand. There is a picture of it there. Do 
you have to ship special products to them, or 
is it just the uniform products that you 
manufacture anyway that go to _ these 
countries? 


Mr. Marquez: Mr. Pascoe, it varies. Some- 
times we can supply standard products but I 
would say that more often than not we have 
to meet the particular specifications of the 
country to which we are shipping. 


Mr. Pascoe: I have just one more question 
on that. You said ‘this telephone cable’. Are 
most of the products which you send over- 
seas telephone equipment? 


Mr. Marquez: Almost everything that we 
are shipping overseas is in the communica- 
tions field. 


Mr. 
though. 


Pascoe: Not particularly telephone, 
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Mr. Marquez: I am just trying to think of 
the image it creates. The subscriber thinks of 
the telephone system as the telephone that he 
uses. There are all kinds of things of course 
that go behind it. There are complicated 
switching systems. There are complicated 
transmission systems, microwaves and, in 
modern times, satellites. There is outside 
plant in terms of cable and loading coils and 
a variety of other things; and of course there 
is the station apparatus which is the device 
that the subscriber himself uses. But by and 
large our efforts in the international field 
have been so far—I would not say restricted 
but let us say our greatest success has been 
in the communication products. 


Mr. Pascoe: And most of those are uni- 
form. In special cases you have to make 
special products. 


Mr. Marquez: I would put it the other way. 
On rare occasions the standard product is 
saleable. On most occasions the product has 
to be redesigned or modified or altered in 
some way or another to meet the local 
requirements because—let me amplify to this 
extent—when we sell a communications prod- 
uct in the United States the probabilities 
are that it will be of the same nature as the 
one we sell in Canada although if we are 
talking about a switching system, no switch- 
ing system is like any other. Every one is a 
custom-built job. It has to be designed to 
meet the particular requirements of the cus- 
tomer. Once we get away from the United 
States we find a world which has been 
exposed to European technical influences to a 
much greater degree than to American tech- 
nical influences and consequently a good deal 
of design, adaptation, or modification is 


necessary in order to meet what the customer 
requires. 


Mr. Pascoe: I have just one more question, 
which I have already asked Industrial Wire 
& Cable. What do you see in regard to the 
arrangements through GATT? Do you see 
opportunities or stiffer competition? 


e (10:00 a.m.) 


Mr. Marquez: I prefer to answer your 
question this way, Mr. Pascoe; we see a 
situation to which we must adapt. It is not a 
question whether we like it or not. The world 
is not going to adjust itself to suit us: we 
must adjust ourselves to suit it. This develops 
a point of view. We say to ourselves if this is 
going to be the situation, how can we deal 
with it to best advantage? From that point of 
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view we regard it as an opportunity. Quite 
obviously when tariffs go down there are also 
going to be problems involved. We have to 
try to make the most of our opportunities 
and minimize the hardships, if you like. 


Mr. Pascoe: When you say you must adapt 
yourselves to this situation, do you mean 
lower costs of production? 


Mr. Marquez: Right. Lower costs of pro- 
duction, gain more competent technical skills 
and the ability to produce designs which are 
more in keeping with what the customers 
need and which our competition is perhaps 
producing. 


Mr. Pascce: Thank you. 
The Chairman: Mr. Southam. 


Mr. Southam: Mr. Chairman, along the 
same line of questioning, I am very interest- 
ed in our witness’s information regarding 
their entering into the international field in 
the sense of being in the world scene. In 
recent months it has been pointed out by the 
figures that have been tossed around that 
Canada is lagging about 30 per cent in pro- 
ductivity. This is a big lag. Of course, you 
people who are going cut into the interna- 
tional field must have taken this problem 
into consideration. As you explained, because 
of tariff protection, and so on, you built up 
sort of a state of complacency, but is this 
figure of 30 per cent a fact in your particular 
business? What are you doing to overcome 
it? Are you spending more money on 
research so that our Canadian creativity and 
ingenuity will build up types of products that 
will compete on world markets satisfactorily? 
How are you approaching this problem? 


Mr. Marquez: First of all, Mr. Southam, 
you realize the common statement that is 
now being made by the Economic Council is 
that productivity in Canada is 25 to 30 per 
cent lower than it is in the United States 
and, like all averages, it is a situation which 
perhaps never appears in the particular. One 
of my friends at Northern used to tell a story 
about an engineer who drowned trying to 
wade across a river that was four feet deep 
on the average! 

I think in many instances we are consider- 
ably better than the average. We are never 
as good as we think we should and could be 
but we are certainly selling products in the 
United States over a 17.5 per cent duty and 
selling them profitably. Obviously in those 
instances our productivity for one reason or 
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another is better than our competitors in the 
United States. 


The Chairman: What percentage of your 
business is done in the United States, Mr. 
Marquez? 


Mr. Marquez: It is quite small at the pres- 
ent time. Of our present total manufactured 
product output of somewhere in the neigh- 
bourhood of $300 million, our United States 
volume is somewhere in the neighbourhood 
of $7 or $8 million. 


Mr. Southam: Basically how much of your 
gross national product do you re-invest in 
research and development of technical know- 
how, and so on, as far aS your company is 
concerned? 


Mr. Marquez: More than we can afford at 
the present time, Mr. Southam. Last year I 
think the annual report showed that we 
spent something like $22.6 million on 
research and development and this year the 
figure is somewhat closer to $26 million. It is 
a very heavy load to bear and in the last ten 
years, aS a result of the Consent Decree 
about which Industrial Wire spoke, we have 
gone through the experience of a radical 
change in our former relationship, where we 
had very easy and economic access to West- 
ern Electric technology. Northern Electric is 
now in the position where the technology 
that we obtained from Western Electric can 
now be obtained by any other company any- 
where in the world. 


Mr. Southam: When you say that your 
investment in research is more than you can 
actually afford at the present time, I presume 
you are doing this to try to catch up with the 
lag? 


Mr. Marquez: That is right. We had to 
develop confidence. 


Mr. Southam: I also presume that you 
were figuring on an economic basis of amor- 
tizing this over the next ten or fifteen years 
so that you would gradually reap the benefit? 


Mr. Marquez: Yes, that is right. Unfortu- 
nately you cannot capitalize research, you 
have to write it off, and consequently in the 
short-term it represented a serious drain on 
the company’s short-term performance. We 
had to start from a standing start, if you like, 
from a point where we were almost com- 
pletely dependent on foreign technology, and 
build up some confidence of our own. Let us 
be clear on this point. In my opinion, no 
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Canadian company—certainly not in the 
communications field—can aspire to being 
completely independent in the matter of 
technology. The field is too broad. The prob- 
lem is to be selective, to devote your effort 
and your resources to those areas which will 
be of unique value and which are not availa- 
ble elsewhere, and we are attempting to solve 
problems which other people have not solved 
in our domestic market and in the markets 
that we are going to try to obtain. 


Mr. Southam: What you are saying, in 
other words, is that internationally you can- 
not be a jack of all trades and master of 
none; you have to be selective and specialize 
and this must be recognized in world 
markets. 


Mr. Marquez: Right. 


Mr. Southam: You mentioned having to get 
into the international field in order to sur- 
vive, and I feel that your problem is common 
to many other Canadian industries. As far as 
secondary and basic industry is concerned, 
this is something that we have to be con- 
cerned about in Canada. 


Mr. Marquez: Yes, sir. 
Mr. Southam: Thank you, Mr. Chairman. 
The Chairman: Mr. Cantelon. 


Mr. Cantelon: I notice you have gone into 
the foreign market. I wonder if your business 
in that market is in any way inhibited by the 
fact that in Canada we do not use the metric 
system, which is used in practically every 
other country of the world with the excep- 
tion of Great Britain and the United States. 


Mr. Marquez: Yes and no, Mr. Cantelon. I 
think it probably would be more economic if 
we used the metric system. Many of our 
competitors use it. Of course, the British still 
do not use it and they have been such great 
traders throughout the world that most of 
those parts of the world which have become 
accustomed to the metric system are still to 
some extent accustomed to the British “foot- 
pound-second” system, such as we use. The 
problem of going over to the metric system is 
very complex. It is not just as simple as 
saying that you take your inch dimensions 
and turn them into metric equivalents. It 
means that when you use raw materials you 
will use raw materials which are made to the 
metric rather than to the corresponding inch 
size and throughout the whole country you 
have to have the back-up of the people who 
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are producing raw products according to 
the metric system. But speaking broadly, to 
answer your question, it has not been a seri- 
ous handicap, although it undoubtedly has 
cost us more than it would if we were using 
the metric system. 


Mr. Cantelon: I am very interested in this 
because it seems to me that this is the com- 
ing system. I wonder how long it will take to 
come into effect in Canada. Obviously you do 
not sell by the metric system, you sell by the 
Canadian system of measurement? 


Mr. Marquez: Yes, sir. 

Mr. Cantelon: Am I right in that? 
Mr. Marquez: You are right. 

Mr. Canielon: Thank you. 


The Chairman: Before we leave that, Mr. 
Marquez, who are Northern Electric’s com- 
petitors in your manufactured main line prod- 
ucts both domestically and in the export 
field? Perhaps you would first tell us what 
your main line products are and we can go 
on from there. 


e (10:10 a.m.) 


Mr. Marquez: Our major products, of 
course, are a broad cross-section of those 
products used in the communications field. 
We manufacture switching equipment, which 
is the heart of any communications system. It 
is the device which you do not see which 
enables you to pick up a telephone in Ottawa 
and dial someone in San Francisco and get 
right through to them. Switching is a very 
complex chain network which operates 
almost instantaneously, and it is becoming 
increasingly complex. There is transmission 
equipment, which is the equipment used to 
jump over fairly long distances. Microwave 
is the common system that is in use at the 
present time but we will probably see satel- 
lites being used for this purpose to a greater 
extent in the future. There is also what we 
call outside plant, which is cable; cable ter- 
minals; loading coils; a wide variety of 
things that are used to bolster the system, 
you might say, for connecting purposes. 
Then, of course, there is what we call station 
apparatus, which is subscriber equipment, 
and it may be an ordinary telephone, a key 
set, a business telephone, a call director or 
whatever the initiating device is that puts 
the signal on to the line. 


Our major competitors in Canada in that 
field, leaving cable aside for the moment, are 
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Automatic Electric (Canada) Ltd; the IT&T, 
who have set up a number of factories in 
Canada; the L. M. Ericsson Company; a good 
many British companies that come here on 
an office basis and sell, in the transmission 
field particularly. I was talking switching 
there. In the transmission field there are a 
great many other companies such as Collins 
Radio and Lenkert. I cannot think of them 
all. There are a dozen companies which are 
offering microwave systems of one kind or 
another. There is RCA, for example, a very 
large one. 

In the cable field, of course, there are a 
dozen cable companies, not all of whom are 
in the communication cable field. Phillips and 
Canada Wire are in communication cables; 
and we get competition, of course, from over- 
seas in the communication cable field, as 
well. 


The Chairman: 
export cable? 


Mr. Marquez, do you 


Mr. Marquez: We export cable, yes. 


The Chairman: Who would be your inter- 
national competitors? 


Mr. Marquez: The Japanese, BICC, L. M. 
Ericsson, Standard Telephone and Cable; 
there are a good many. I beg your pardon, 
Mr. Rock? 


Mr. Rock: Industrial Wire and Cable? 


Mr. Marquez: Not in the communication 
cable field, Mr. Rock. They are in the non- 
communication cable field. They make build- 
ing wires, aS we do, and they make low 
voltage power cables, as we do. It might be 
interesting to note at this point, as I said a 
little earlier, that when it was remarked here 
a week ago that Industrial Wire get 5 per 
cent of the market, and we were put into 
some very large position on the market, this 
should be explained a little more carefully. 


The Chairman: Mr. Rock, you can come to 
that when you start your questioning. I want 
to finish with the supplementaries on exports. 

What are the comparative export perform- 
ances of Northern Electric and each of its 
competitors? Do you know? 


Mr. Marquez: I would not know. 


The Chairman: You must have done some 
research on it. 
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Mr. Marquez: I can tell you that the L. M. 
Ericsson Company of Sweden, for example, 
depends on export for probably 80 per cent 
of its business. At the moment exports repre- 
sent perhaps 6, 7 or 8 per cent of our 
business. 


The Chairman: Six to 8 per cent. In the 
same field... 


Mr. Deachman: Six to eight per cent? 
The Chairman: Seven or eight. 
Mr. Marquez: It is quite small. 


The Chairman: What tariff protection is 
accorded to each of the product lines of 
Northern Electric, and do you import any at 
all? I am interested at the moment in the 
tariff protection that may be accorded any of 
your main product lines. 


Mr. Marquez: Communication products and 
cables have a tariff protection of approxi- 
mately 20 per cent, Mr. Macaluso. It varies a 
little, but 20 per cent is a good, fair figure. 


The Chairman: Telecommunication, prod- 
ucts? 


Mr. Marquez: And cables. 


The Chairman: This is accorded to all your 
domestic competitors, is it not? 


Mr. Marquez: That is right. This is the 
Cenadian tariff. 


The Chairman: Do you import anything for 
your manufactured products? 


Mr. Marquez: Ninety-six per cent of our 
manufactured products are made in Canada, 
either by ourselves or by several thousand 
subcontractors who manufacture for us. 


The Chairman: And the other 4 per cent 
would come about from...? 


Mr. Marquez: There are certain products 
that we cannot obtain in Canada. For exam- 
ple, until comparatively recently, for the 
paper ribbon that we used for the manufac- 
ture of paper telephone cables—the individu- 
al conductors are insulated with a paper rib- 
bon—there was no Canadian manufacturer 
that could meet the specifications, and this 
material had to be procured in the United 
States. 


The Chairman: Do you get tariff protection 
if you cannot find a Canadian manufacturer? 
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Mr. Marquez: I am not quite sure that I 
understand what you mean. Whether there is 
tariff protection or not, no Canadian manu- 
facturer found the requirement in Canada 
sufficient to justify this setting up to make it. 


The Chairman: Was there any tariff allow- 
ance because of that problem? 


Mr. Marquez: No. However, I might con- 
tinue by saying that we no longer do this. 
We have changed the design of our com- 
munication cable and are now insulating it 
with paper pulp which, we buy in Canada. 


The Chairman: Thank you, Mr. Marquez. 
Mr. Rock, you can get back to Industrial 
Wire and Cable now. 


Mr. Rock: Yes. Mr. Marquez, I would like 
you to continue on that. 


Mr. Marquez: I was going to remark, Mr. 
Rock, that if you really seek a comparison 
you must look at the areas in which the two 
companies are competitive. We are very big 
people in the communications field, as 
Canadian companies go; we are really quite 
small in the non-communication cable field. 
In those products in which we are competi- 
tive with Industrial Wire and Cable we get 
about the same share of the market as they 
get, which is about 14 per cent. 


Mr. Rock: On page 17 of the Industrial 
Wire & Cable Company Limited brief they 
Say: 

The principal products manufactured 
for Northern’s electrical supply opera- 
tions are wires and cables and these 
often form loss leaders in connection 
with large tenders. 


Does your company resort to loss-leader 
practices, as indicated by that statement of 
Mr. Zimmerman in his brief? 


Mr. Marquez: I can only assume, Mr. Rock, 
that Mr. Zimmerman was misinformed on 
what goes on in practice. We sell the wires 
that we manufacture, such as building wires, 
to contractors. A contractor who is bidding 
on a job to put up a commercial or industrial 
building, has to buy a lot of materials for it, 
such as lighting fixtures, pipes, outlet boxes, 
etc. You know the thousands of electrical 
details that go into the manufacture of a 
product. 

When we bid on one of those jobs as a 
distributor we cannot bid a lot price; we 
have to bid an individual price on every 
product. If we were foolish enough to put in 
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wire as a loss leader that is what we would 
end up with, and nothing else. He would buy 
the wire from us and buy everything else 
from other people. As is normal, he tries to 
find who is giving him the best deal on 
fixtures, who is giving him the best deal on 
wire and who is giving him the best deal on 
pipes. That is the way he works. 


Mr. Rock: Does all your non-Bell business 
earn a profit? 


Mr. Marquez: Yes, indeed, it does. 


Mr. Rock: I have somehow been left with 
the impression that Bell subsidizes Northern 
in some manner. At least, I have the impres- 
sion from the brief that Bell’s operations had 
subsidized Northern and that Northern some- 
how operates at a loss quite often outside 
of this deal with Bell. 


Mr. Marquez: Mr. Rock, I can speak with 
some personal experience in this. For quite a 
number of years I was involved in what 
Northern used to call its sales division, which 
was set up to deal with customers other than 
Bell in domestic Canada. In fact, from 1957 
to 1962 I was the general manager of that 
division. 

I was not involved at all in pricing to Bell, 
and I had some pretty severe return-on- 
investment targets I had to meet. In fact, it 
has been Northern’s internal practice for 
many years to examine annually its relative 
profitability in terms of return on capital 
used on its Bell business and on its non-Bell 
business. I refreshed my memory on these 
figures before I came here, and taking the 
twenty year period starting in 1947, in 
twelve of those twenty years we were able to 
make a better return on investment on our 
non-Bell business than on our Bell business; 
in five years the figures were approximately 
the same; and in three of the twenty years 
the return on the non-Bell business was 
somewhat lower than on the Bell business; 
not a bad return, but somewhat lower than 
the non-Bell business, and from that point of 
view we felt we had not achieved what we 
had been trying to do. 


Mr. Emard: May I ask a question? 


The Chairman: Well, Mr. Emard, you are 


on the list later on. Let Mr. Rock finish, 


please. 


Mr. Rock: Mr. Marquez, would it be desir- 
able to extend the benefits of Bell’s stock 
plan to Northern Electric employees? 
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Mr. Marquez: From the Northern Electric 
employees’ point of view, indeed it would. 
They have for many years been making 
representations to company management ask- 
ing that this be done. In fact, the telephone 
company has made such representations to 
the board, so far unsuccessfully. We still can- 
not buy Bell stock other than on the open 
market, as can anyone else. 


Mr. Rock: Do you feel that this Committee 
should somehow amend this bill so that the 
employees of Northern would have the same 
benefits as the employees of the Bell Tele- 
phone Company? 


Mr. Marquez: That, I think, Mr. Rock, is 
for this Committee to decide. If you ask me 
whether Northern Electric employees would 
appreciate the opportunity of being able to 
buy Bell stock under the same conditions as 
Bell’s employees, yes, indeed, we would. 


e (10:20 a.m.) 


Mr. Byrne: I was interested in your state- 
ment that you were unable to bid on equip- 
ment in any of the communications indus- 
tries where they are state owned. Is that 
correct? 


Mr. Marquez: That is pretty well the case. 


Mr. Byrne: Have you actually made 
representations to the British telephone sys- 
tem or post office? 


Mr. Marquez: We have and we are, Mr. 
Byrne. We have not given up on this. We are 
slugging away at this because the circum- 
stances at the present time are such that the 
kind of things that we have to offer are 
becoming of increasing interest to the British 
post office. You may or may not know that 
the British are in process of separating the 
post office from the telephone system. They 
are setting up to Crown corporations now 
which will be parallel to one another rather 
than intertwined the way they were before. | 
It appears that the demands, the require- — 
ments, of the telephone system will receive 
somewhat greater attention because it is no 
secret, of course, that telephone communica- 
tion systems outside of North America, to put 
it mildly, are not quite of the same standard 
as those that we enjoy here. 


Mr. 
France? 


Byrne: Does the same obtain in 


Mr. Marquez: Yes. 
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Mr. Byrne: In France is it a state-owned 
telephone communication system? 


Mr. Marquez: Yes. French PT & T. 


Mr. Byrne: I note in the Bell brief they 
show a table on page 20. This table repre- 
sents the hours of work required in the vari- 
ous countries to provide a monthly telephone 
service. In Canada—Ontario and Quebec—it 
is 2.10 hours. In London it is 4.56 hours. In 
Paris it is 15.84. Have you any comment as to 
why this obvicus disparity exists? Is it a 
matter of efficiency? 


Mr. Marquez: It is not easy to comment on 
this. The points of view on communications 
in non-North American countries are quite 
different from here. In North America the 
general attitude on the part of telephone 
operating companies to the customer is: use 
the telephone more. In most other countries 
the general emphasis is: use the telephone 
less; the system is already overloaded. 


Mr. Byrne: Would that mean that it is not 
efficient to use the telephone? If it is over- 
loaded the service is not there. 


Mr. Marquez: That is right. The service is 
not there. The service is not good. 


Mr. Byrne: Which comes first? 


Mr. Marquez: Well, this is one of those 
chicken and egg situations. The better service 
ycu give the customer the better service he 
demands and the more he is inclined to use 
the service. We think of Canada and North 
America es countries in which the telephone 
density is great—that is the number of tele- 
phones per hundred people—but we some- 
times overlock the fact that the telephone 
usage is very great, too. That is, the use 
which each subscriber makes of his tele- 
phone is far beyond that which takes place 
elsewhere. They use the post more frequently 
for the simple reason that they usually have 
very good postal systems and not very good 
telephone systems. 


Mr. Byrne: What sort of reply do you 
receive from these state-owned organizations 
when you make application to contract? 


Mr. Marguez: I can speak specifically 
about Britain. We get great interest from the 
engineering people... 


Mr. Byrne: But from politicians? 


Mr. Marguez: ... then 
along the line it dies. 


somewhere up 
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Mr. Byrne: Is the Swedish L. M. Ericsson 
state owned? 


Mr. Marquez: No, sir. It is not. 
Mr. Byrne: It is one of the most efficient. 


Mr. Marquez: It is. It is one of our keenest 
competitors. It is a very competent company 
from which The Bell Telephone Company 
have just bought some millions of dollars 
worth of equipment. 


[Translation | 


Mr. Emard: Mr. Chairman, I would like to 
ask a supplementary question to that asked 
by Mr. Rock a moment ago. I might not have 
understood this correctly, but according to 
me, Mr. Marquez would have said that, the 
profits made outside the Bell Telephone Com- 
pany of Canada, were greater than those 
made within the Bell Company itself. If I 
have heard right, how do you explain this? If 
I remember well, you have already conclud- 
ed an understanding with the Bell Telephone 
Company of Canada which states that: “Bell 
must be treated as the most preferred 
customer.” 


Mr. Marquez: Mr. Emard, I hope you will 
allow me to answer your questions in Eng- 
lish, for I can better express my thoughts in 
that language. 


[English] 

The products that we are talking about in 
the non-Bell field are to some extent com- 
munications products but to some extent non- 
communications products as well. What this 
means really is that when we sell a telephone 
set, for example, to a customer other than 
The Bell, we sell it at a higher price and 
consequently you might say the opportun- 
ity is there to make a somewhat better mar- 
gin of profit than we make when we sell the 
same product to The Bell. 


This is not always the case because we 
quite obviously have other considerations. 
These customers are more widespread geo- 
graphically but the whole purpose of the 
exercise is not to make more money in abso- 
lute terms but to make a better return on the 
capital used when we are doing business 
with people other than The Bell. This is our 
way, if you like, of justifying some use of the 
capital invested in us for purposes other than 
directly to serve The Bell Telephone. Am I 
making myself clear? 


The Chairman: Why is it cheaper to The 
Bell? Is it because of volume of sales or 
because it is a wholly-owned subsidiary? 
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Mr. Marquez: I would say, very largely 
volume. Let me put it to you in these terms. 
We make—just to give you a simple prod- 
uct—the ordinary telephone set that you see 
in your home. We make about a million of 
those a year. More than half of that goes to 
The Bell Telephone Company so they are, by 
any yardstick you use to measure, by far our 
largest customer. Sixty per cent of our manu- 
factured product is sold to The Bell Tele- 
phone. But it is also true that we have the 
advantage of Bell forecasts. We have a close 
working arrangement with The Bell Tele- 
phone Company, as you might expect, and 
consequently we are in a somewhat better 
position than we are with other customers to 
anticipate their requirements. These are the 
two major factors which enable us to sell our 
product to The Bell Telephone Company 
quite properly and appropriately at a lower 
price. 


[Translation] 
Mr. Emard: Could you mention all compa- 


nies in which Northern has any financial 
interest? 
@ (10:30 a.m.) 
[English] 
Mr. Marquez: Northern had a_ sub- 


sidiary—I will take these in no particular 
order, Mr. Emard; I will just mention them. 
Back in the mid-forties Northern set up a 
subsidiary called NOREL Realties. The idea 
we had at the time was that this might be a 
useful company to hold the real estate on 
which we had our plants. The fact is that we 
never used the company and the charter has 
been abandoned. 


We have a small subsidiary which at the 
moment is not active in the Caribbean that 
we call Northern Electric Caribbean. We did 
assemble telephone sets for a short while in 
Jamaica and for the moment we are holding 
the charter on that company but we are not 
using it. 

We have a subsidiary of which we own 51 
per cent in Turkey. Part of the requirement 
in bidding on the big Turkish job was that 
we set up facilities to manufacture some of 
the product in Turkey and we now own this 
Turkish subsidiary in partnership with the 
Turkish PT & T who own 49 per cent. 


We also set up in the 1930’s a company 
called Dominion Sound Equipment, which 
has been referred to in some of the represen- 
tations that have been made before this Com- 
mittee. Dominion Sound Equipment was set 
up in the 1930’s because at that time, out of 
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the communications laboratories in the Unit- 
ed States, in particular the Bell Lab and 
Western Electric who at that time owned a 
part of Northern, came a good many products 
which in those days were on the leading 
edge, the fringe if you like, of the communi- 
cations field. The product I am referring to, 
particularly, was theatre sound equipment. 


Most of you, I am sure, must have seen 
and you can still see in theatres when a 
picture starts, the words, “Western Electric 
Sound Recording’. It was the Bell Lab 
design and the Western Electric product that 
provided the first sound in motion picture 
theatres. Northern was manufacturing sound 
equipment in those days and the Dominion 
Sound Equipment Limited, a subsidiary of 
Northern, was set up to provide a channel to 
the theatres in Canada and to supply them 
with product and service for the sound sys- 
tems they had to instal. As the years went 
by, both Western Electric and we went out of 
this field from the manufacturing point of 
view, but we continued to provide this 
theatre service. Someone had to do it and the 
equipment was, of course, to a very consider- 
able degree, equipment that we originally 
supplied. . 

Somewhere in the late forties or early 
fifties the Famous Players people who own a 
great many of the theatres in Canada, decid- 
ed to set up their own servicing organization 
called General Sound and Theatre Equip- 
ment Limited. This, in fact, meant that 
almost at one stroke the number of customers 
that were available to Dominion Sound was 
cut in two. This more or less unsatisfactory 
condition continued for some time and finally 
we said to Famous Players that this did not 
seem to make a great deal of sense, and we 
were not interested in operating in a field 
where the purpose for which it was original- 
ly intended was no longer there. We suggest- 
ed that they take over the theatre end of this 
business, which they did. They persuaded us, 
then, to take a small interest—a minority 
interest—in General Sound. They, as it were, 
bought our inventory and we still have an 
interest with some $300,000 in General Sound 
which we would be prepared to sell to them 
tomorrow if they would buy it because we 
are not interested in it any more. But we do 
have that minority interest in General 
Sound. 

In the meantime, we were still left with 
this organization we had set up for the pur- 
pose of servicing the theatre industry—Domin- 
ion Sound—and in the period when the origi- 
nal theatre business that it had been set up 
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for began to divide itself into two and in order 
to try to give this business some profitable 
base on which to work, we broadened its 
mandate and began to have it do some work 
in allied fields such as the acoustic treatment 
of auditoriums, halls and theatres. This con- 
tinued for some time and we, I might add, 
recognizing that this organization no longer 
was fulfilling the purpose for which we origi- 
nally intended it, tried to sell it, unsuccess- 
fully. In the last three years we have wound 
it up and Dominion Sound still remains 
nominally a subsidiary of Northern, but by 
the end of this year it will have been com- 
pletely wound up and we will be surrender- 
ing the charter. 

The primary reason behind this, of course, 
is that it was set up for a very valid reason 
in the first place. The reason disappeared and 
we had a responsibility to the some hundred- 
odd people who were employed in this com- 
pany to go about the abandoning, you might 
say, of this company in what we considered 
to be a reasonable way. 


[Translation] 

Mr. Emard: Do you feel that this type of 
activity is profitable or detrimental to tele- 
phone users? I wish to speak of activities 
which are exercised within companies other 
than the Northern Electric Co.? 


[English] 

Mr. Marquez: Mr. Emard, if Northern 
Electric enters a business, we enter it 
because we believe it is going to be profitable 
for the system as a whole and I think the 
record shows that when the situation 
changes, aS sometimes it does, we are not 
reluctant to change our minds and get out of 
it. I have given you one example of a sub- 
sidiary that was set up for an allied and 
responsible purpose and when that purpose 
no longer existed we, in due course, got rid 
of it. 

I can give you another example. It has 
been mentioned that there was a time when 
Northern Electric was engaged in the distri- 
bution of what was called in this Committee 
“white goods’—major appliances. We got 
into major appliances—the distribution of 
major appliances—for what we considered to 
be very good and sound reasons. You must 
remember that we have been manufacturers 
of non-communication wires and cables since 
1895. We never manufactured communication 
cables without non-communication cables. 
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This is a part of the way we started. In 
1907 when we started our distribution busi- 
ness, the major customers of our non-com- 
munication wires and cables in those days 
were the power utilities and we had to set up 
sales offices, distributing warehouses and 
sales engineers across the country to call on 
our telecommunication customers and also to 
call on our power utility customers to sell 
cable. 

Now, it is a commonly known phenomenon 
in the field of marketing that you increase 
the economy and you increase the efficiency 
of performance of your job if you increase 
the base on which the customer buys. If a 
salesman goes in to sell a customer a product 
and he sells $100 worth of product, it costs 
you just as much for the paper and a great 
deal of the sales service as if you had sold 
him $1,000. You, therefore, try to examine 
the requirements of that customer in allied 
fields. Consequently, as we were calling on 
power utilities to sell cable, it was quite 
Obviously in the company’s interest—and I 
would say in the national interest—to make 
sure that customer could buy as many things 
from us in allied fields as possible. 

In those days, if you will recollect, it was 
the power utilities who were the major dis- 
tributors of electrical appliances. If you 
wanted to buy a range, a refrigerator or a 
washer, it was the power utilities that sold it 
They were “load building” in those days and 
Northern took on a variety of lines from 
manufacturers of these electrical appliances 
for sale to these power utilities. But as time 
went on and we got into the post-war period, 
these power utilities who had been customers 
for these appliances tended to move out of 
the field and the normal customer for these 
“white goods” became appliance dealers. This 
put a completely different complexion on the 
matter and we began to take a very critical 
look at this situation because, again, the 
original purpose for which the thing had 
been intended had disappeared and now the 
question was, “was this thing worth while 
staying in or not’’? 

In 1956 we came to the conclusion that it 
was no longer the kind of business that 
Northern Electric wanted to be involved in 
and we cut off $17 million worth of appliance 
business a year because we felt this was not 
the kind of business that was likely to pro- 
vide in the future the kind of return on 
investment we felt we needed. 
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© (10:40 a.m.) 

We have done this sort of thing from time 
to time. Why any company would want to 
stay in a business which is unprofitable is 
beyond me. I can see no motive for it. If for 
no other reason, management pride forbids 
you to keep doing something that is a failure 
and where we have the power of discre- 
tion—and we do in fields which are allied to, 
but not dependent on, the communications 
field—if we reach the conclusion that this 
thing is no longer a paying proposition, that 
it is no longer going to make the kind of 
return on the capital invested and would be 
a drain on the communications field, we get 
out of it. 


[Translation ] 

Mr. Emard: It was mentioned here, before 
the Committee, that you had _ exercised 
some undue pressure on persons or compa- 
nies which you did not particularly like. I 
would like more light to be brought on this 
point. 


fEnglish] 
The Chairman: Would you repeat that 
question, Mr. Emard. 


[Translation | 

Mr. Emard: It was mentioned before this 
Committee that the company had exerted 
certain undue pressure on persons or compa- 
nies which displeased that same company. 


[English] 
The Chairman: To which company are you 
referring, Northern Electric or Bell? 


Mr. Emard: Both, I think. 


The Chairman: Mr. Marquez is only here 
to answer questions pertaining to Northern 
Electric. 

[Translation] 

Mr. Emard: Northern Electric has also 
played this game; notably so, for in the case 
of cables and wires certain undue pressure 
was exerted by Northern Electric. 

It would seem that a number of competitors 
abstained from appearing before the Com- 


mittee in the fear of what might happen to 
them. 


[English] 
Mr. Marquez: I can merely comment on 
this. It would seem to me when I look at 


Industrial Wire’s performance in the last few 
years that the contrary seems to be the case; 
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that coming out into the open to lock horns, 
if you like, with these two heartless giants 
seems to be a pretty profitable expense. I 
would like to think that Northern Electric 
has had the kind of performance or results 
from the last few years that Industrial Wire 
has had. 


The Chairman: You are doing it for a 
bigger piece of the market. 


Mr. Marquez: However, I would like to 
add some information here that might tend to 
clarify a point. The impression was given 
back in 1960 when this first beg2n that we 
were acting as a distributor for Industrial 
Wire. The fact of the matter, of course, is we 
were, and have been for 70 or 80 years, 
acting as distributors for our own wire. But 
throughout our 30-odd distributing houses in 
the field, from time to time either because of 
failure on the part of our factory to deliver 
in time or because one or other of our dis- 
tributing houses might have misjudged the 
volume of sales, we find ourselves, as our 
competitors do, in a position, where we are 
out of stock in our warehouses, end it has 
been our practice for many years to pick up 
certain types of commonly used wire with 
the same specifications. The customer is real- 
ly only concerned with availability and the 
fact that the stock is in the warehouse. We 
pick up wire from one or other of our com- 
petitors, Canada Wire, Industrial, Philips, 
and so on, 


When this first attack was made, if you 
like, in 1960, we were picking un materials 
from Industrial as we were from others. 
Not by our yardsticks very greet quantities 
of material as against a few million dollars of 
sales a year, but we bought from Industrial in 
1960 about $119,000 worth of wire. 


When these statements were made origi- 
nally I was running the sa'es division end 
my field people said: “What do we do now? 
Should we continue to buy wire from Indus- 
trial Wire?” And my instructions to them 
were: “Yes, do not change anything.” In 1961 
we bought $151,000 worth of wire from him; 
and in 1962 $167,000 worth, end it was not 
until he made his representation before the 
Board of Transport Commissioners and said 
that Bell Telephone had no legal right to own 
Northern Electric and that was thrown out 
that I went back to my zone managers and 
said: “Look, all right, there are lots of other 
people we can pick up wire from. After all it 
is our wire we are trying to sell and I see no 
reason we should continue to pick up wire 
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from Indusirial Wire.” So in 1963 his volume 
dropped to $89,000 and in 1964 to $9,000 and 
to my knowledge we are not picking up wire 
from Industrial any more. 

Someone asked a question, if I may contin- 
ue, about the C.P. Clare company. I do not 
Know whether there is any relationship 
between C.P. Clare and Industrial but the 
implication was made here last week that 
there might be. We happen to buy a good 
deal of material from C.P. Clare. In 1960, 
$83,000; in 1963, $185,000 to date in 1967, 
$235,000. They happen to make products that 
we need and use and if a company has a 
product we want and we need it and there is 
no other place to get it, we buy it there. I 
know of no instruction on the part of North- 
ern Electric, certainly, that says: Look, for 
reasons of reprisals or punishment or some 
other reason, just do not do business with 
that guy. The only qualification we have in 
doing business with people is whether we 
think they can pay their bills. 


[Translation] 


Mr. Emard: Do you sell your products 
Without discrimination at all to those who 
ask for them? 


[English] 

Mr. Marquez: Mr. Emard, we will sell our 
products to anyone who wishes to buy them. 
If we have reason to doubt the credit rating 
of a company we may ask them to pay cash 
on delivery. In the activities of our sales 
force, since selling effort is not an unlimited 
resource, we try to be discriminating to the 
extent that we try to put in our salesmen’s 
time to the great extent possible on those 
customers who are likely to produce the big- 
gest results. But if a customer has something 
that he wants to buy from us we will sell it 
to him. 


[Translation] 

Mr. Emard: Do you refuse to put your 
products at the disposal of those who would 
like to have them, provided, of course, that 
they are willing to produce payment for 
them? 


[English] 

Mr. Marquez: Yes, this is another interest- 
ing red herring. They are attempting to sug- 
gest that North Electric spends money on 
research, develops patents and that we do not 
Make them available to people. In fact, we do 
not discriminate in the licensing of patents. 
‘We license our patents to anyone who is 
| 27535—2 
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prepared to make a reasonable deal on them 
and I might add, rather ironically, that one 
of Industrial Wire’s subsidiaries, Lacal In- 
dustries, negotiated two years ago for one of 
our patents which happens to involve a pro- 
duct we make ourselves. He was licensed to 
use this patent at what we consider a very 
reasonable rate and I am sure he considers it 
a very reasonable rate too. So he asked for a 
patent. He was infringing one of our patents 
in the design of a buried cable terminal. He 
negotiated for it and he got the patent licence 
and there was not any argument; there was 
no reluctance; there was no question about it. 
This is what we would do with anyone. 


[Translation] 
Mr. Emard: On page 4 of your report, it is 
stated: 


[English] 

The Chairman: Mr. Emard, I hope this is 
your last question. I will come back to you 
because you have been going on at some 
length. 


Mr. Emard: I have a couple of questions on 
this subject. 


[Translation] 

On page 4 of the annual report, it is stated 
that you spent $25 million on research. This 
amount represents 6 per cent of your total 
revenue. I would like to know—I will put all 
my questions together if the Bell Telephone 
Co. of Canada subsidizes the research? Could 
you also tell me the amount of the federal 
government grant in this regard and if you 
feel that research is necessary? 


[English] 

Mr. Marquez: I will take these questions in 
reverse order if you like. When we do 
research, of course, to the best of our judg- 
ment we do it on products and in areas that 
we think are necessary. The federal govern- 
ment incentive, so far as Northern is con- 
cerned, is on the same basis as any other 
company; that is, it is related to the incre- 
mental amount in any particular year in 
capital or in expense and there is a new 
system, now as you know, which is based on 
a three-year moving average. Our incentive 
in 1966 was somewhere in the neighbourhood 
of $4.5 million. That is that we got back, you 
might say, in terms of incentive. This only 
applies, of course, to the extent that our 
research expenditures continue to climb and 
this applies to any company. 
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The Telephone Company, to answer your 
first question, like any company ultimately 
has to recover its research by putting it into 
price, and our research cost eventually gets 
built into the price of the product we are 
going to sell in future. The problem with 
research is that you spend the money this 
year but you may not have a product until 
five years from now to put it into. 

Now, so far as direct payment is con- 
cerned, we follow the practice in Canada that 
has been established in the United States 
whereby the fundamental research—that is, 
the research that is not carried out for spe- 
cific product development—is paid for by 
The Bell Telephone Company. 


The 
Groos? 


Chairman: A _ supplementary, Mr. 


Mr. Groos: We have two government pro- 
grams, one new and another that has been 
going on for a little time, which have to do 
with research and development. One is the 
PAIT program and the other is the IRDIA 
program. Does the Northern Electric avail 
itself of either of these? 


Mr. Marquez: What is the second one? 
Mr. Groos: The initials are PAIT. 
Mr. Marquez: Yes. We have not used that. 


Mr. Groos: What about IRDIA—the Indus- 
trial Research and Development program? 


Mr. Marquez: The only program that we 
use—perhaps I should qualify this. There are 
odd occasions on which the Government will 
approach us and say: “We want you to do 
research on this,”’ and they will pay for it. 


The Chairman: Such as the satellite? 
Mr. Marquez: The DRTE. 
The Chairman: Yes; DOT. 


Mr. Marquez: But in terms of our own 
research, the only way that we participate is 
on the good plan, in which you relate what 
you spend in any particular year to the aver- 
age figure for the preceding three years, and 
you are allowed a grant, if you like, related 
to the increment. 


Mr. Groos: Yes; this is now called IRDIA. 


Mr. Marquez: I cannot keep up with these 
initials. 
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Mr. Groos: So you do make this program 
available to... 


Mr. Marquez: Yes, we do use this program. 


Mr. Groos: What has been the impact of 
these government programs on stimulating 
research activity in Northern Electric? 


Mr. Marquez: This is not an easy question 
to answer. We are involved in research and I 
think we would have to be involved in it 
whether there were a government incentive 
program or not. What the government incen- 
tive has done is to make the very necessary 
research that we have had to engage income 
somewhat more within our resource capabili- 
ties than they otherwise would. 


Mr. Groos: In other words, the IRDIA pro- 
gram, or old GIRD program, has been of 
benefit to... 

Mr. Marquez: Undoubtedly it has. 


Mr. Groos: ...the 
industry as a whole? ~ 


telecommunications 


Mz. Marquez: I would say to industry in 
Canada, as a whole. We are rather inclined 
to the opinion that the kind of recommenda-: 
tion that the Economic Council has made, 
which says that whatever plan the govern- 
ment has should be long-term and should not 
be related to incremental additions but to 
some base, even though that percentage 
would be lower, would be a better one. The 
problem that any company faces is that if it 
builds up research and then levels it out then 
of course it loses all advantage. There is no 
more incentive if you stop growing in the 
research field. 


Mr. Groos: Is that correct? That may have 
been so under the GIRD program, but is it so 
under the IRDIA program? 


Mr. Marquez: To the best of my knowl- 
edge, it is. The current program of incentive 
is related to increase and is differentiated in 
two areas. Any capital increase immediately 
qualifies and current expenditure must repre-. 
sent an increase over the average of the 
preceding 3 years. 


The Chairman: Perhaps I might interrupt 
at this point. Mr. Lester stated before this. 
Committee, that Northern Electric was cur- 
rently spending approximately $30 million 
annually on research. I think that was the 
figure that was used. Relative to what Mr. 
Groos is saying, then, how much of this’ 
research spending is attributable to direct or 
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indirect financial assistance by the govern- 
ment? 


Mr. Marquez: I said that the incentive 
amount in 1966 was about $44 million, and it 
probably will be somewhat less... 


The Chairman: That is included in this $30 
million figure? 


Mir. Marquez: It would reduce the $30 
million. 
The Chairman: It would reduce that 
figure? 


Mr. Marquez: Yes. That $30 million figure 
also includes an amount that qualifies techni- 
cally as research but which we apply to 
existing products and processes for cost- 
reduction purposes. Consequently, we feel 
that it would be in our interest to do this 
whether there was any incentive or not. This 
is just good business... 


The Chairman: But the $30 million figure 
is reduced by the amount of direct or 
indirect financial grants? 


Mr. Marquez: Yes, it is. 


The Chairman: Mr. 
question. 


Emard, the last 


[Translation] 


Mr. Emard: Mr. Zimmerman said that the 
telephone users would indirectly subsidize 
the research on non-telephonic projects or 
projects not concerning the telephone as 
such. 


[English] 


Mr. Marquez: You are asking how much 
presearch we do on.. .? 


[Translation] 


Mr. Emard: I will repeat what I said: Mr. 
Zimmerman said a week ago, that the users 
of telephone would be paying for research 
done in a field, other than that of the tele- 
phone, and which will be carried on in your 
own laboratory. Is that true? 


[English] 


Mz. Marquez: First of all, the research that 
Wwe do on non-communication products is 
comparatively small. We do some research 
into plastics that have to do with the insula- 
tion of cables of all kinds and which apply to 
~non-communication cables as well as to com- 
munication cables. To answer your question 
specifically, to the extent that we engage in 
i = 27535—23 
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some research on non-communication cable 
that would be built into the price of non- 
communication cable. 


The Chairman: Are you saying that it is 
not built into the price of communication 
cables for, say, the telephone customer of 
Bell? 


Mr. Marquez: To the extent that it makes 
ne contribution to that, yes, Mr. Macaluso. 


[Translation] 

Mr, Emard: Mr. Chairman, could you add 
my name to the list of those who will ask 
questions? 


[English] 
The Chairman: Mr. Saltsman. 


Mr. Saltsman: You stated that on occasion 
you had bought cable from other companies 
to fill in your own market. To what extent do 
you buy products from other firms and mar- 
ket them under your brand name? 


Mr. Marquez: In our distribution field, Mr. 
Saltsman, we sell the products of some 350 
Canadian manufacturers who make a wide 
variety of standard products which have to 
be carried by somebody in stock, and for 
whom we provide a distribution service. If 
we were not there they would either have to 
set up a sales organization themselves, or find 
some other channel of distribution. I am 
talking now about products such as safety 
switches, outlet boxes, and, as Mr. Zimmer- 
man has said, screwdrivers and things of this 
kind. There are several thousand electrical 
contractors spread all over Canada, the 
manufacturers of this type of product, and 
sheer economics dictates that they cannot 
each set up independently sales, warehous- 
ing and stocking organizations. They sell 
through distributors. The majority of them 
sell through independent distributors scat- 
tered around the country, and also through 
one or other of the three national distribu- 
tors, Canadian General Electric, Canadian 
Westinghouse or Northern Electric, who offer 
a parallel service. 


Northern is rather distinctive in this field 
in that we offer a distribution service in 
which none of our products, with the excep- 
tion of wire—in which we sell only our 
own—is competitive with those that our 
suppliers sell. This differs from the other two 
national distributors who themselves are 
manufacturers in many of the fields in which 
these smail companies are engaged to per- 
haps a more specialized degree. For example, 
the Square D company make many electrical 
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devices, such as starting switches and control 
apparatus of one kind or another. We sell the 
Square D product across Canada. We are not 
the only ones who sell it; many others do; 
but we offer a service to them, and, as I said, 
to some 350 other Canadian manufacturers, 
to enable them to have their products reach 
their market economically. We buy the prod- 
uct and resell it. 


Mr. Saltsman: When you sell preducis of 
that type are they sold with the manufactur- 
er’s name on them or are they sold bearing 
your name? 


Mr. Marquez: They are always sold with 
the manufacturer’s name on. 


Mr. Salisman: You do not make a private 
label brand of it? 


Mr. 


Mr. Saltsman: I think the Combines legis- 
lation was amended in 1962 to permit compa- 
nies to join together for purposes of export 
only. Have you operated under that legisla- 
tion? Have you joined with other Canadian 
companies for export purposes? 


Marquez: No. 


Mr. Marquez: We have, but not successful- 
ly. We have been in a job with Montreal 
Engineering providing part of the service— 
the management service... We have explored 
the possibility on two or three occasions of 
going in jointly with RCA but, up to now, 
the jobs in which we have been engaged in 
consortium, including Canadian companies, 
have not been successful. We have been suc- 
cessful on our own. 


Mr. Saltsman: What are the reasons for the 
absence of success? 


Mr. Marquez: Mainly, because most of the 
jobs that we bid on are jobs in which we are 
capable of supplying the range of products 
on which we are prepared to bid. Let me 
digress for one minute, Mr. Saltsman, to say 
that we have received a fairly substantial 
order recently which is connected with, what 
is called the NAGE system in Europe. This is 
a military communications network some- 
what comparable with the SAGE system in 
Canada. We went into that in a consortium 
which was led by the Hughes Company of 
the United States but this was of those jobs 
which was serving NATO requirements in 
which the consortium—and there were three 
consortia bidding on this—had to meet the 
technical requirements of the specifications 
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but the work had to allocated according to 
the balance of payments. 


That is, if Canada put up X million dollars, 
Canadian companies had to get X million 
dollars worth of business and there were 
three consortia bidding on the job, each of 
which, of course, had a Canadian leg to it. 
The one that we happened to be with was 
successful. 


Mr. Salisman: You have written on this 
subject. Do you feel that the Combines legis- 
lation should be amended to permit Canadian 
companies to operate this way domestically, 
to have joint bidding and to work together in 
an attempt to rationalize the industry, to get 
longer runs for their clients, to get more 
specialization within the manufacturing 
industry? 


Mr. Marquez: If you will permit me, Mr. 
Saltsman, I would like to answer that ques- 
tion in my own way. What I have said and 
will continue to say is that we live in a world 
in which, no matter what the temporary set- 
backs are, all the long-term trends are in the 
direction of the reduction and, perhaps, in 
some instances, the elimination of barriers to 
trade. Under these circumstances, when you 
live behind fairly high protective tariff barri- 
ers such as we have in Canada and the 
United States, anti-trust regulation or com- 
bines legislation, as we call it, becomes a 
necessity in order to ensure internal 
competition. 


When the situation changes and these bar- 
riers to external competition tend to be 
reduced, then we have to re-examine the 
situation because now, “willy-nilly”, we are 
going to be exposed to much more severe 
foreign competition and we could find our- 
selves, if we do not recognize this, in a posi- 
tion in which we are not able to compete. 


All you have to do is to take a look at 
what is going on in Britain and France and 
you see mergers taking place every day. 
These are going to be some pretty big people, 
mergers that are taking place, not contrary to 
the will of the government but at the recom- — 
mendation of the government. 


You may have read in the newspapers 
recently that British General Electric has 
merged with A.E.I. I gather from what I read 
in the newspapers that A.E.I. which are a 
pretty big communications firm in Britain 
were somewhat reluctant partners. But this 
was recommended by the British govern- 
mental rationalizations board, or whatever 
name is they have for it, and this is going to 
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produce a pretty powerful competitive weap- 
on in the field in which it competes. These are 
the people that the Canadian companies, who 
are going to be living in the same world, are 
going to have to compete with. My view 
merely is that we have to take a good hard 
look at the legislation that we have devel- 
oped to protect the public interest to make 
Sure that in the future we are still looking 
for the public interest. 


@ (11:05 am.) 


Mr. Saltsman: If I may interpret you in 
this way, your view then is as trade barriers 
are removed and as the world moves towards 
freer trade the needs for combines legislation 
will be lessened? 


Mr. Marquez: I think this is a fair state- 
ment, yes. 


Mr. Salisman: What suggestions could you 
make to prevent, even under those circum- 
stances, you are assuming that international 
competition would take care of the problem 
What suggestions would you make to prevent 
international cartels from taking over? 


Mr. Marquez: I cannot say, at this particu- 
lar stage, Mr. Saltsman, that I have any 
practical suggestions. What I am saying is 
that the world in which we live is changing 
and that we must be very careful not to as- 
sume that criteria, premises on which we 
operated 15, 20 or 30 years ago will neces- 
sarily continue to hold good. I think this is a 
dynamic situation and that we have to be 
prepared to deal with it dynamically. The 
thing that might be good in 1967, may, an- 
other set of problems may occur which will 
require something else to be done in 1977. I 
am not sure what those problems would be. 
I would like to feel that the situation is a 
fluid one and that we make ourselves as 
adaptable as possible. 


Mr. Salisman: Do you think there is any 
possibility of, under proper circumstances, if 
trade restrictions were removed, if we move 
towards freer trade of going to the electrical 
manufacturing industry and getting them to 
do this rationalization, to work out the most 
productive way of producing the goods that 


_ they now produce? 


Mr. Marquez: Whether the situation would 
develop the way you describe it or not, Mr. 
Saltsman, what I think I am saying is that 
We need, one way or another, a good deal 
more rationalization and _ specialization in 
Canada. We are not, at the present time, 
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making very economic use of our resources. 
We have, in fact, tried to build in Canada, 
largely because—and this has been good for 
Canada in its initial stages—we have devel- 
oped as subsidiaries of American companies, 
we have brought into a small country the 
same kind of cross-section of products which 
exist in the United States and which the 
United States can support. I think we have to 
be a lot more specialized, and economical in 
the use of our resources. Certainly, I know in 
Northern Electric we have and this is one of 
the things that we are trying to do. We are 
trying to move in the direction of recognizing 
that there are a great many other people in 
Canada who have capabilities of which we 
must take advantage and use, rather than 
assuming as perhaps to a very great degree 
we have tended to assume in the past, that 
we are capable of doing it all. I think we 
have got to spread. Even now we use many 
thousands of subcontractors, I think we have 
to use more because I think there are many 
skills available in Canada and it is important 
that we use them without duplicating them 
to an undue degree. 


Mr. Groos;: A Supplementary question, Mr. 
Chairman. Could the witness give us an idea 
of the wage differential that exists today 
between the wages paid in the United States 
to electrical workers in the electronics or 
telecommunications industry and the wages 
paid in Canada? 


Mr. Marquez: I would just be guessing but 
I suspect it is somewhere in the neighpour- 
hood of 20 per cent. I just do not happen to 
have that information at my finger tips. 


Mr, Salisman: I would like to ask you a 
couple of questions relating to the time you 
were in the white goods business. When you 
were in that field where did you obtain your 
supply? 


Mr. Marquez: Mr. Saltsman, I am sorry, I 
missed the early part of your question. 


Mr. Salisman: I have a couple of questions 
regarding the time you were in the white 
goods field. When you were in that business, 
where did you obtain your supply? How did 
you obtain your supply of white goods? Did 
you make it yourself or did you buy it from 
others? 


@ (11:10 a.m.) 


Mr. Marquez: No. The only electrical appli- 
ance we ever manufactured at Northern was 
radios and we made radios because, again, 
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back in the early days of telecommunica- 
tions, the radio was a sort of an outgrowth of 
telecommunications development. We were 
the first people in Canada to make, what is 
still known today as the peanut tube. And we 
made radios for a short time but shortly after 
the war we discontinued radios. We obtained 
our appliances whether they were ranges or 
washing machines or what have you from a 
variety of sources. At one time we obtained 
our ranges from the Gurney people in Mont- 
real. We obtained our refrigerators from a 
subsidiary or a brand name of Kelvinator 
that they called Leonard, our washing 
machines at one time from the Connor peo- 
ple. Eventually towards the end of our opera- 
tion, that is, within the three or four years 
before we went out of appliances, we were 
selling Sylvania radios and Sylvania televi- 
sion sets and we were selling Leonard refrig- 
erators, washing machines, ranges and dry- 
ers. These would about cover it; so that it 
would boil down eventually to two major 
sources of supply. 


Mr. Salitsman: When you were doing it in 
the heydey of that particular kind of opera- 
tion, when the Public Utilities Commission 
were selling white goods, did you find that 
your products were being sold cheaper than 
were comparable products in other merchan- 
dizing fields? Were the Public Utilities Com- 
mission able to sell under better terms? 


Mr. Marquez: They were the only people 
who were selling in those days; and the only 
reason for their selling those products was 
that they were load-building. Perhaps you 
can think back to the time—and this goes 
back many years—when a power company 
would actually sell a person an electric range 
on a rental basis. They were interested in 
making sure that the power was used, and 
their activity in the appliance field was 
primarily directed towards developing con- 
sumer acceptance of products which consume 
power. 


The Chairman: They are still doing that. 
Mr. Salitsman: Yes; but there is an overlap. 


Mr. Marquez: The only area in which 
power companies are still in that field, to my 
knowledge, is in the range of hot water heat- 
ers. Many of the power companies will actu- 
ally rent you a hot water heater rather than 
have you buy one yourself. But the power 
companies, by and large, are not in the field 
of major appliances such as ranges, dryers, 
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and so forth. There are exceptions, but they 
are not... 


Mr. Salisman: Do you foresee the possibili- 
ty of your firm going back into this business, 
since you regard yourself as a distributor for 
many products that you do not make 
yourself? 


Mr. Marquez: No. 


Mr. Saltsman: You do not foresee your go- 
ing back into white goods? 


Mr. Marquez: You do not turn back the 
clock. We were in that field because in the 
early stages of the introduction of these 
appliances the power companies, who were 
our customers happened, for a primary rea- 
son, to be in that market. But this is not 
going to recur. “Never” is a long word, Mr. 
Saltsman, but I would say it is extremely 
unlikely. 


In fact, all the pressures on Northern Elec- 
tric today are to narrow down our field of 
activity and interest, simply because our basic 
field of telecommunications is growing at such 
a tremendous rate that it is all we can do to 
muster our resources to keep up with it. 
Even within that field we have had to 
become increasingly selective. One of the 
reasons for our moving into the international 
market is to broaden our market diversity at 
the same time that we are narrowing our 
product diversity. 


Mr. Saltsman: Just a final question, more 
for clarification than anything else. I was 
interested in what I thought were your rea- 
sons for doing research in Canada. If I inter- 
preted you correctly, you said that it resulted 
from a decision made in the United States; 
that the research that you were obtaining 
there was no longer available on the same 
terms, and that as a result of a decision in 
the United States Canada has been fortunate 
in attaining more research activity? 


Mr. Marquez: Well, 


have been good for Canada, not merely for 
Northern Electric or any Canadian company, 
to have done some original development on 
its own instead of being completely depend- 
ent on foreign technology. 

The problem that has faced many compa- 
nies, including ours, is that when foreign 
technology is available on very economical 
terms there is very little stimulus to step out 
and spend the money and take the risk of 
doing some development on your own. We 


let me be clear. I~ 
would say that without any doubt it would. 
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are no different from anyone else. A set of 
circumstances, prompted by the Consent De- 
cree, pushed us, you might say, into the ne- 
cessity for doing some development ourselves. 
It is conceivable that had this not occurred 
we might have taken longer to do it. In the 
long run this has been good for Northern, 
and it will be good for Canada, because 
although availability of foreign technology 
has been a good sound base on which Canada 
could build, we must make unique contribu- 
tions of our own, if for no other reason than 
to have some bargaining power in the inter- 
national field. In the trading, if you like, in 
technology you are in a much stronger posi- 
tion when you have something to offer, as 
well as merely something to get. 

Traditionally, Canada has always been in 
the position of receiving technology. We have 
to get more and more into the position in 
which we are capable of offering something. 
We are capable of offering it. Canadians who 
go down to the United States become very 
renowned in the field of technology. We have 
to give them the challenge here in Canada. 


Mr. Salisman: Because you are not the 
kind of person who is averse to stating an 
opinion I wish to ask you a question which 
strictly calls for an opinion. You may or may 
not wish to answer it. You pointed out the 
importance of indigenous research to this 
country. Would you be willing to state your 
opinion on whether the Canadian govern- 
ment should take positive measures to ensure 
that a percentage of all research is done in 
this country by all our companies, rather 
than wait for a windfall as a result of a 
foreign government’s decision? 


Mr. Marquez: Again, I am not quite sure 
that I understand the question. Surely the 
evidence is that in the last few years the 
Canadian Government has recognized, in one 
way or ancther, the importance of research 
in Canada and has taken some measures. 
Whether these measures are adequate, or are 
the best, is, of course, like everything else, 
always debatable. 

I suspect that the need for Canadian 
industry to develop, in certain specific areas, 
a technology of its own—unique, original and 
creative—has been recognized by the Gov- 
ernment. Some attempts, along one line or 
another, have been, and are being, made to 
continue to stimulate this. I am not sure that 
Canadian industry has yet reacted sufficient- 
ly. It requires effort; it requires resources; it 
involves risk. 
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I am not suggesting that Canadian indus- 
try should attempt to do all technology for 
itself. This is ridiculous; it would be uneco- 
nomic. But there are areas in almost every 
field in which unique contributions can be 
made, particularly by being cued to the 
demands of the Canadian market and those 
markets which Canadian companies attempt 
to go after. This then becomes a bargainable 
commodity. 


I am not sure that I am answering your 
question, Mr. Saltsman. 


Mr. Salisman: To some extent, and very 
diplomatically. 


The Chairman: This raises another ques- 
tion, in addition to the one Mr. Saltsman 
asked. Since there is this service contract 
between AT&T and Bell, and between Bell 
Telephone and Bell Laboratories, and since 
the Bell Telephone Company adopts this new 
equipment and have these patent rights and 
general information then the normal course 
is that these are then acquired by Northern 
in order to manufacture this type of equip- 
ment, either for Western Electric, Bell Labora- 
tories, or AT&T? Would it be the case that 
eventually it would come into the Northern 
Electric manufacturing line? 


It brings to my mind that, if that is so, the 
relationship between Bell and Northern Elec- 
tric, in the form of share-ownership, be- 
comes, I would think, less essential, does it 
not? You really could take on a form of 
customer-supplier relationship? This is really 
a query. 


® (11:20 am.) 


Mr. Marquez: I understand, Mr. Macaluso. 
You must distinguish three steps, really, in 
the ability to manufacture a product that is 
of someone else’s design. One is the right to 
make it, which is a patent licence; another is 
what you might call technical information, 
which is a set of drawings and dimensions; 
the third, and nowadays the most important, 
is the know-how. You can get all the draw- 
ings in the world and have the right to 
manufacture and still not be able to make it. 
Communications equipment is becoming so 
sophisticated today, that you have to have 
know-how. It so happens that this is what is 
no longer available to us from the United 
States; the know-how is not available, we 
have to learn that ourselves. 

Now, as to whether the situation is one in 
which the capability of supplying good com- 
munication equipment in Canada to subscri- 
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bers could be carried out successfully nowa- 
days, with a change in the relationship 
between Bell and Northern: On the contrary, 
I suspect that if it was important in the past 
for thorough and complete integration 
between the design arm, the manufacturing 
arm, and the operational arm, it will be dou- 
bly important in the future because of the 
complexity of the equipment. If I may make 
one point, someone asked the question at one 
of the earlier sittings of this Committee, 
about the difference between the situation, 
say, in the automobile industry and the tele- 
communications industry. When you buy a 
new automobile next year the only question 
you have to ask yourself really is whether it 
will fit in your garage or not. 


Mr. Groos: That is not the only question. 


Mr. Marquez: Well, it may be one of the 
important questions. 


The Chairman: It is the cost that bothers 
me; I do not know about you. 


Mr. Marquez: I am talking about the tech- 
nical point of view. But the point I am mak- 
ing in the telecommunications field is that 
when we make equipment today—switching 
equipment—it not only has to serve the 
requirements of the operating company and 
its subscribers today, it has to be capable of 
integrating with the equipment that we put 
in 40 years ago. It also has to be capable of 
being integrated with equipment that we are 
likely to put in 40 years from now. There has 
to be a continuity. You do not put in a new 
electronic exchange, as we have a year ago 
in Montreal, and set it up all by itself. It has 
to integrate with the equipment that already 
exists; otherwise it serves no purpose. 


The Chairman: You would still have this 
under a service contract with Bell, would you 
not? What I am saying is that a service 
contract would still be there between Bell 
and Northern. 


Mr. Marquez: You are assuming that the 
situation between the two companies would 
be the same, but without the ownership. 


The Chairman: Right. 
Mr. Marquez: I do not know. 


The Chairman: Come now, you must have 
some thoughts on it, Mr. Marquez. 


Mr. Marquez: Well, let me say that the 
record shows that in the world where there 
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has been integration—and that means owner- 
ship—between the operating company, the 
design authority, and the manufacturer, the 
telecommunications system has been, by com- 
parison with other parts of the world, very 
good. In North America you have this condi- 
tion existing in the Bell system and the gen- 
eral telephone system and, of course, in 
Canada in The Bell of Canada and the 
Northern Electric system. Any one who has 
been off the North American continent 
knows there is not really any comparison in 
the telephone system. 


The Chairman: No one is arguing that 
point. What I am really getting down to is to 
relationship, since it is a different service 
contract, and since I would assume that the 
patents of AT&T and Western Electric would 
be available to Northern Electric on the same 
sort of a service deal between Bell Telephone 
and these companies, then really there would 
not still be a customer-supplier relationship 
between Northern and The Bell Telephone 
Company on the same basis? You would still 
have that 50 per cent of the market, I would 
assume anyway, and you would still have all 
the technical know-how available to you. 


Mr. Marquez: I really cannot offer any 
intelligent comment on that. I suppose, 
theoretically what you are saying is; is it not 
possible to have an arrangement between 
Bell and Northern which is exactly the same 
as it is today without the ownership? 


The Chairman: Without, as someone said, 
that one wire going one way between Bell 
and Northern Electric. 


Mr. Marquez: Oh, the wire is merely a... 


The Chairman; It is a legal problem; I 
realize that. 


Mr. Marquez: Yes, this is something that 
dated back to a charter that was written in 
1882, of course. 


The Chairman: Let us not go back to 
charters, let us get back to that wire. 


Mr. Bell (Saint John-Albert): May I ask a 
supplementary? 


The Chairman: Yes, Mr. Bell. 


Mr. Bell (Saint John-Albert): In this same 
context, what will prevent Northern from 
going into many other subsidiary companies 
of which, I understand, they have three 
now? Industrial Wire have fears in this 
regard and I think many of us share them. 
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Under this new legislation what will prevent 
Northern from going into 100 different sub- 
sidiaries? 


The Chairman: You mean Bell. 


Mr. Beil (Saint John-Alberi): Well, Bell 
through Northern; but I am speaking now of 
Northern because, as I understand it, North- 
ern have three subsidiaries themselves. 


Mr. Marquez: Yes, I told you of Northern 
Electric Caribbean, Northern Electric Turkey, 
and I told you that Norel Realties has been 
abandoned, and Dominion Sound is in proc- 
ess of being abandoned. But I would like to 
draw your attention to the fact that any 
subsidiary that Northern has _ historically 
engaged in had a basic foundation that was 
associated with the basic field we are in. We 
have never attempted to move out into fields 
completely different, for the very obvious 
reason that our primary purpose is to serve 
the interests of the telecommunications 
industry. We become involved in other areas 
to the extent that they are contiguous with 
and support and expand the very limited 
resources that we have and make their use 
more economic. 


We certainly are not in the same kind of 
context as a company whose only purpose in 
life is, let us say, to make a return on its 
investment for its shareholders, and it might 
decide to go into the food business, or some- 
thing of the kind. All the pressures on us, 
coming from the telecommunications field, 
tend to keep us more and more strongly in 
that field, because we just do not have the 
resources, even if we wanted to, to spread 
outside. 

You might say, “What about non-com- 
munication wires and cables; why are you in 
that field?” Well, we were as I said earlier 
manufacturing non-communication wires and 
cables as far back as 1895, because, in fact, 
there is no difference, manufacturing-wise, 
between communication cables and non-com- 
munication cables. To say to a manufacturer 
that he must make one without the other is 
like saying to a dairy farmer, “You can pro- 
duce milk, but you cannot produce cream”, 
because in manufacturing cable, you start off 
with wire bar and you turn it into rod, and 
you draw it into wire, and you insulate it, 
and you strand it, and you jacket it, and you 
do this on the same machines whether you 
are going to sell the cable for communication 
purposes or otherwise. 


And in fact, as a matter of interest—and I 
have taken some trouble to examine this—of 
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all the manufacturers in the world that I 
have been able to examine, who make com- 
munication cables, all of them, with one 
exception, also make non-communication 
wires and cables. That one exception is West- 
ern Electric Company. 


The Chairman: That would be tend to 
make it a more efficient operation, economy- 
wise, I would think, would it not? 


Mr. Marquez: Oh, certainly it does. It 
means that you cannot buy a half of a 
machine and when you are spending $250,000 
for a strander, you need it whether you are 
going to use it to 25 per cent capacity, or toa 
100 per cent. It is in our interest, and we 
think in the national interest, to make sure 
that those facilities and resources that we 
have are being used to maximum capacity. 


Mr. Rock: That is one question I do not 
have to ask. 


The Chairman: Mr. Saltsman. 


Mr. Salisman: Do you obtain any research 
from government or university sources? I 
mean the research that is being done in gov- 
ernment labs or universities; do you use any 
of that research? 


The Chairman: Do you mean the benefit of 
research? 


Mr. Saltsman: Yes, the benefit of research. 


Mr. Marquez: I cannot answer your ques- 
tion off-hand. Let me say that we are aware 
of what is going on at NRC, we work very 
closely with them as they are aware of what 
we are doing, and to the extent that they 
might be producing certain things that we 
would use we would have no hesitation in 
trying to get the right to use them, and this 
goes anywhere. As happens in any company, 
there are people who develop ideas in one 
area of research or another which they think 
might be useful to another company. They 
come and offer them, you examine to see 
whether the thing has a useful purpose, and 
if it has, then you undertake the negotiations 
to try to get licensed, but nothing more spe- 
cific than that, Mr. Saltsman. 


oe: 11: 30.a.m.) 


Mr. Saltsman: You cannot call a specific 
instance where you had used some research 
developed by NRC? 


Mr. Marquez: No, not off-hand. 
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The Chairman: Mr. Deachman. 


Mr. Deachman: Sir, at some time this 
morning, you said that you manufactured a 
million sets a year; that is the round figure I 
think you used. 


Mr. Marquez: Yes. 


Mr. Deachman: Then you said that half of 
those go to Bell? 


Mr. Marquez: Yes. 


Mr. Deachman: I am curious about the 
other haif. Can you tell us into what market 
the other half would go? 


Mr. Marquez: Yes, we Sell telephone sets, 
of course, to the extent that we can sell them 
competitively to all the other telephone utili- 
ties in Canada—the various provincial utili- 
ties from the east coast to the west coast 
including, to some extent, B.C. Telephone 
which happens to be a subsidiary of the 
General Telephone Company. And we sell 
some telepncnes abroad as well, in the Unit- 
ed States and elsewhere, Mr. Deachman. 


Mr. Deachman: I understand that Bell 
Telephone buys its sets exclusively from you; 
is that correct? 


Mr. Marquez: To the best of my knowl- 
edge, at the present time they do. 


Mr. Deachman: Bell Telephone buys sets 
exclusively from you. Now, Bell has a sub- 
stantial interest in some other telephone com- 
panies such as Avalon, New Brunswick, 
Maritime Telephone, Island Telephone and 
Northern Telephone. Out of the half million 
sets that are sold outside of Bell are you a 
supplier to those companies as well? 


Mr. Marquez: Yes, we are a supplier on a 
competitive basis to... 


Mr. Deachman: Are you a supplier to any 
of those companies that buy telephone sets 
exclusively from The Bell? 


Mr. Marquez: You mean from Northern? 
Mr. Deachman: Excuse me, from Northern. 
Mr. Marquez: Yes. 


Mr. Deachman: Are any of those buying 
exclusively from Northern? 


Mr. Marquez: I think, Mr. Deachman, and 
I am just speaking offhand now, that at the 
present time—I am going back for some 
years—New Brunswick is buying most of its 


Transport and Communications 


November 21, 1967 


telephone sets from us. In fact we have had a 
repair service down in Saint John, New 
Brunswick for many years to repair their 
telephone sets. But generally speaking, tele- 
phone companies buy their telephone sets 
where they feel they get the best deal, where 
they get the best product and where they can 
standardize on the component parts of the 
telephone set. We have a competitor in Cana- 
da now, the IT&T, who make a telephone set 
that is essentially the same as ours. They 
make it under licence from Western Electric. 
They have three small factories in the west- 
ern provinces and they are selling a fair 
number of telephone sets there. 


Mr. Deachman: But in the case of Bell we 
are dealing with an arrangement for the 
exclusive purchase of your telephones and I 
am wondering whether or not there is... 


Mr. Marquez: Mr. Deachman, there is no 
arrangement with The Bell for the exclusive 
purchase of our telephones. The arrangement 
we have with The Bell at the present time, 
the so-called supply contract, says that if we 
sell to Bell we sell under certain conditions 
but there is no pressure on The Bell to buy 
from us. They happen to at the present time 
but as I mentioned a little earlier... 


The Chairman: That was my point before; 
really the share ownership is another thing 
altogether. You can still operate under that 
supply package. But anyway I will let you 
answer that. 


Mr. Marquez: The point I was going to 
make is that in the last year Bell decided to 
buy a great many of its PBX’s from the 
Ericsson company. Now it is conceivable—it 
has not happened—but it is conceivable that 
the Telephone Company could decide to buy 
part of it, its telephone sets from someone 
else. They have not done this. The only point 
I am trying to make is that there is no legal 
obligation on the part of the Telephone Com- 
pany to buy telephone sets from us. 


Mr. Deachman: Well, is it not a fact that 
Bell Telephone has consistently bought its 
telephone sets exclusively from Northern? 


Mr. Marquez: Right. 


The Chairman: May I ask a supplementary 
on that, Mr. Deachman, please? Can you pro- 
vide this Committee, Mr. Marquez—probably 
you will have to send it in to us—the per- 
centage of sales that you make, say, to Ava- 
lon of New Brunswick, Maritime, Island and 
Northern? 


ee —— 
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Mr. Marquez: The percentage of what? 


The Chairman: The products that you sell 
to these telephone companies which are Bell’s 
subsidiaries, or in which Bell has a substan- 
tial interest. 


Mr. Marquez: What you are really asking 
me is what proportion of their telephone sets 
does Avalon buy from Northern? 


The What 
oneir: 2”. 


Chairman: proportion of 


Mr. Marquez: That is a question that Ava- 
lon should answer. 


The Chairman: You may be right. We 
could ask a few telephone companies to come 
here. 


Mr. Deachman: With respect, Mr. Chair- 
man, we are leaning away from the line of 
questioning that I want to pursue and I par- 
ticularly want to know if there is any other 
source of telephones available to the compa- 
nies associated with Bell Telephone in which 
Bell has a substantial interest from which 
they are purchasing in any quantity? 


Mr. Marquez: You have asked a two-part 
question and I will answer both. First of all, 
there are several other telephones available. 


Mr. Deachman: Yes, but which they are 
purchasing? 


Mr. Marquez: I do not know to what 
extent they purchase these other telephones, 
Mr. Deachman. 


Mr. Deachman: Well, let me put it this 
way: You have a pretty good idea how many 
telephones, let us say, Maritime Telephone or 
Northern Telephone would require in a year; 
their total demand for telephones? 


Mr. Marquez: We would have a pretty 
good idea; I do not have it offhand. 


Mr. Deachman: And you know exactly 
how many you think you sell standard, so 
you do know what percentage of their total 


telephone requirements Northern Electric 
would supply? 
Mr. Marquez: We would have a pretty 


good idea, yes, Mr. Deachman. 


Mr. Deachman: You could come very close 
to it? 


Mr. Marquez: Yes. 
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Mr. Deachman: Let us take a telephone 
company in which Bell Telephone has 
acquired an interest in relatively recent 
years. For example, let us take Avalon Tele- 
phone Company in Newfoundland. I think 
the incorporation was in 1962 according to 
the figures I looked up. What has been the 
history of your company in sales to that 
company? For example, were they purchas- 
ers of telephone equipment from sources 
other than Northern? 


Mr. Marquez: Yes, they were importing 
most of their telephone equipment, or a good 
deal of it, prior to acquisition by Bell. 


Mr. Deachman: They were importing that 
from where? 


Myr. Marquez: From Britain. 


Mr. Deachman: From Great Britain. And 
since its acquisition by Bell have your sales 
of telephone equipment to that company sub- 
stantially increased? 


Mr, Marquez: I would say, yes, they have. 


Mr. Deachman: How about the New Bruns- 
wick Telephone Company? What has been 
the history of equipment purchasing with 
New Brunswick before Bell’s interest in it 
and after? 


Mr. Marquez: They have always been 
major customers of ours and I do not think 
there has been any perceptible difference 


since Bell acquired control of New 
Brunswick. 
Mr. Deachman: How about the Island 


Telephone Company serving Prince Edward 
Island? 


Mr. Marquez: Similarly. 


Mr. Deachman: Similar. You have always 
been a seller of equipment to that company... 


Mr. Marquez: We are selling equipment, 
yes. 


Mr. Deachman: ... and continue to do so. 


How about Northern Telephone Company 
in Northern Ontario? 


Mr. Marquez: Northern Telephone has 
always been a customer of ours. Precisely 
what difference has transpired since Bell 
obtained an interest, Mr. Deachman, I simply 
do not know. I do not think there has been 
any marked change. 
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Mr. Deachman: In other words, are you 
prepared to say that with the exception of 
the Avalon Telephone Company of New- 
foundland, which was a substantial purchas- 
er of equipment from abroad, this is really 
the only instance of a substantial change in 
sales since the acquisition of a substantial 
interest in it by Bell? 


Mr. Marquez: Yes. I might add incidental- 
ly, too, Mr. Deachman, just on the other side 
of the question, that the Quebec Telephone 
Company which is a recent acquisition of 
General Telephone continues to be a major 
buyer of material from Northern Electric. We 
simply happen to have a product that the 
customer needs. 


Mr. Deachman: This morning you said that 
you sold telephone sets—I believe you said 
you “sold”—to the Bell at a preferred price; 
is that correct? 


Mr. Marquez: Right. 


Mr. Deachman: Do any of these telephone 
companies with which Bell is associated also 
receive a preferred price? 


Mr. Marquez: Wholly-owned subsidiaries 
of the Beli do. Avalon does. 


Mr. Deachman: New Brunswick? 
© (11:40 am.) | 


Mr. Marquez: I am not sure what the 
arrangement is with New Brunswick at the 
moment. I think it is a price level, Mr. 
Deachman. I am not trying to evade the 
question; I think it is at a level somewhere 
between what we call our general trade level 
and the Bell price level. 


Mr. Deachman: And Maritime Telegraph 
and Telephone? 


The Chairman: You could provide us with 
the figures showing the percentage increase 
before acquisition and after acquisition of 
these companies. 


Mr. Marquez: Bear in mind that when you 
talk about increases, how much you sell to a 
telephone company in any particular year 
has to be related to its construction budget. 
You know, you can sell more or less in one 
particular year but I am sure information of 
that kind could be made available. 


Mr. Deachman: Now, of the half million 
telephones that are sold to sources other than 
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Bell Telephone, what portion would be sold 
to those companies in which Bell holds an 
interest? 


Mr. Marquez: Offhand I do not know but I 
would say that not necessarily a very large 
proportion. We sell a good many of our 
sets—75,000 telephone sets, for example—in 
the United States. 


Mr. Deachman: Of a half million, you 
would sell 75,000 in the United States. That 
would leave 425,000 outside the Bell system. 
Where would some other big blocks of those 
sets go? 


Mr. Marquez: Costa Rica. 
Mr. Deachman: How many? 


Mr. Marquez: Manitoba Telephone system, 
Alberta government telephones. 


Mr. Deachman: How many would go out 
into the prairies where Bell has no interest? 


Mr. Marquez: I just do not have those 
figures at hand, but a fair number of them, 
Mr. Deachman. Saskatchewan is still buying 
telephones from us. Bear in mind that in the 
last year of two IT & T, one of our competi- 
tors, set up factories, three little factories— 
one in Saskatchewan, one in Alberta, one in 
Manitoba. There is a fair amount of pressure 
for quite obvious reasons on the local tele- 
phone authority to buy at least some of its 
telephone sets from the local manufacturer. 


Mr. Deachman: Mr. Chairman, I have one 
other question that I want to ask and that is: 
you have mentioned this morning that you 
have a tariff of approximately 20 per cent 
protecting the industry. What do you think 
would happen to your company—and this is, 
of course, a hypothetical question, but one 
which you may have to meet one day—if 
that tariff were cut, say, to 10 per cent? 


Mr. Marquez: Let me answer your question 
indirectly. We are for example, selling tele- 
phone sets, and cable, and some switching 
systems in the United States now and, conse- 
quently, a zero tariff would not bother us at 


all because we are going in over a 173 per ° 


cent duty in the United States which means 
that our costs and selling prices are consider- 
ably lower than those in the United States. 

If I may give you some specific examples: 
an ordinary black telephone set such as any- 
one of us has in his house sells in the United 
States to a Bell System company, which pro- 
cures its material from Western Electric, for 
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about $11.35 Canadian. This is about $10.50 
American. Bell of Canada, for that same tele- 
phone set procured from Northern Electric, 
taking out the sales tax which tends to con- 
fuse the issue, pays about $13.40. 


Mr. Deachman: What is that figure again? 
Mr. Marquez: About $13.40. 
Mr. Deachman: Yes... 


Mr. Marquez: Any other telephone compa- 
ny in Canada—the smallest telephone compa- 
ny you care to name in Canada—can buy 
that same telephone set from us for about 
$16.12. Do you have any idea what telephone 
companies in the United States outside of the 
Bell system—and there are 20 million of 
them—have to pay for a telephone set? At 
the present time they are paying $21.35 for a 
telephone set and three years ago they were 
paying about $35 for it. It is an interesting 
situation that an American subsidiary operat- 
ing in Canada frequently finds itself having 
to sell its telephone sets cheaper than its 
parent company in the United States. Of 
course, this is the kind of situation where we 
can go in over a duty and sell quite profita- 
bly in the United States. 


Mr. Deachman: Is there any reaction from 
the Americans with regard to your incursions 
into the United States market? 


Mr. Marquez: Oh, yes; they are not too 
happy about it. We have to deal with that 
market, you might say, with some discretion 
because if you press the situation too hard 
some of your competitors down there—you 
know—try to find... After all, it is only com- 
mon practice that they are not too happy to 
have a foreign company come in and sell 
products in their country. 


Mr. Deachman: What about licensing regu- 
lations that act as a deterrent to the sale or 
export of telephones? What happens when 
you export equipment to the United States? 
What kind of licensing and restrictions is 
that subject to that prevent you from enter- 
ing foreign markets? 


Mr. Marquez: There are no _ licensing 
arrangements and we have to be careful to 
sell at prices which will not subject us to 
dumping dangers in the United States. But, 
there are no_- special problems, Mr. 
Deachman. 


Mr. Deachman: What about the possibili- 
ties of imports from Japan? Is there any 
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indication that the Japanese are getting into 
the supplying of telecommunications equip- 
ment? 


Mr. Marquez: The Japanese are very big 
people in the telephone industry. So far I 
think our major advantage is that the kind 
of product the Japanese have offered in 
Canada has not come up to the kind of 
standards the Canadian market demands. We 
have not yet suffered too severe competition 
from Japanese imports in the telecommunica- 


tions field. But this could be around the 
corner. 

Mr. Deachman: What about Swedish 
equipment? 


Mr. Marquez: Oh, yes. Swedish equipment 
is extremely good. There are many telephone 
companies in Canada who have bought Erics- 
son equipment both in the form of telephone 
sets and private branch exchanges and, in 
some instances, of larger exchanges. 


Mr. Deachman: Are you competitive with 
them in Canada? 


Mr. Marquez: We are competitive with 
them in Canada but the problem, of course, 
always is a question not only of price per se, 
but in terms of the particular features or 
technical design of the product at the par- 
ticular time. They do have some products 
right now, for example, in the PBX field, and 
I would say that for the price they are 
offered and at the particular stage in our 
technology—we are sort of between designs 
—they are probably offering a more desirable 
product in certain of the PBX fields than we 
are. We can meet them on the international 
market on even terms, and win sometimes 
and lose at other times. 


Mr. 
twelve. 


Groos: It is almost ten minutes to 


Mr. Deachman: What time are we going to 
adjourn? Could you give us some idea where 
we all fit in on the list? 


The Chairman: Yes. Mr. Rock, Mr. 
Groos—the ‘Chairman has restrained himself 
for the last three years from asking questions 
and I think it is time I asked some. 


Mr. Groos: It is remarkable that that 
restraint has not conveyed itself to the whole 
Committee. 


The Chairman: I have spoiled you people. 
That is the problem. 
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Mr. Marquez, relative to what Mr. Deach- 
man has asked, you stated that you were buy- 
ing for resale a lot of items from outside 
sources. Are any of these items sold to any of 
your subsidiaries or telephone companies in 
which Bell has a substantial interest? I mean 
items which you purchase from other manu- 
facturers. 


Mr. Marquez: The products we buy for 
resale, Mr. Chairman, are of a kind used by 
telecommunication companies to aé_ very 
minor degree. The kind of products that we 
buy for resale are almost entirely directed to 
the electrical contractor field. They are the 
products that run parallel with building wire 
and low voltage power cables. There are a 
couple of exceptions to this and one is what 
we call “pole line hardware” which is used 
by telecommunication companies as well as 
by power companies and contractors as well 
as fibre duct which is used by telephone 
companies. So, we are really not in that field 
to any great extent. 


Mr. Rock: Mr. Marquez, would you repeat 
Northern’s percentage of the Canadian mar- 
ket in cable products relative to the Industri- 
al Wire and Cable products? 


Mr. Marquez: To the best of our ability to 
examine them, those fields in which we cross 
over—that is where we are competitive with 
Industrial—are very largely in the building 
wires and what we call “low voltage power 
cables’, bacause Industrial is not in the com- 
munications field nor in the high voltage 
products field. In those products where we 
match—or compete, if you like—we get about 
14 per cent of the market and it is our 
estimate that Industrial get approximately 
the same. 


Mr. Hock: I can readily understand why it 
makes sense to sell others the things that you 
already make for Bell, such as telephone 
switching apparatus and so on. However, just 
as Mr. Zimmerman was saying last week, I 
cannot understand how the telephone sub- 
scribers benefit when you make things that 
Bell does not use such as building wires and 
cables. Can you explain? 


@°°(11:50 a.m.) 


Mr. Marquez: Yes; the building wires and 
other forms of non-communication cable are 
made, essentially, on the same machines that 
make telecommunication cable and I can as- 
sure you that in the last ten years—certainly 
in the last five years, to a very considerable 
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degree—we have examined many, many times 
and do so continually, the implications to the 
communications end of our business of 
abandoning the non-communication cable 
business. Every time we examine it we come 
up with the same answer, that there is some- 
where in the neighbourhood of a million dol- 
lars of overhead that would have to go under 
the communications side that at the present 
time is being legitimately absorbed by our 
production in the non-communication field. It 
would increase the price of communications 
products. 


(The Committee recessed for five minutes) 


Mr. Rock: When you compete with Indus- 
trial Wire & Cable on jobs, do you usually 
underbid that company and get the job? 


Mr. Marquez: For one thing, Mr. Rock, we 
never know when we compete with Industri- 
al Wire because they do not bid themselves. 
They sell through distributors and when we 
bid on a job Industrial Wire never—or very 
rarely ever, to my knowledge—bid on the job. 
The bidding is being done through either 
another national distributor or through an 
independent jobber, so we do not know 
whose wire is being bid on. 


Mr. Rock: Oh yes, I see. Well then, do you 
feel that your plant, in manufacturing this 
electrical wire, is more efficient than Indus- 
trial Wire & Cable? 


Mr. Marquez: This is again a matter of 
opinion. I will put it this way. I think cer- 
tainly we have one of the most modern, and 
one of the most efficient wire and cable 
manufacturing plants, not just in North 
America, but in the world. Our people have 
gone out and seen what other people are 
doing. We have a rod mill, for example, like 
no other in the world. We are using a par- 
ticular technique for heating our wire bar 
with high frequency induction heating that 
was a first in its particular field. Instead of 
having to put these big chunks of copper, 
weighing 240 pounds each, into a gas-fired or 
oil-fired furnace and waiting seven hours to 
bring them up to 1700 degrees, we run them 
into a little induction heating furnace and in 
110 seconds that bar is up to 1700 degrees. 


Mr. Rock: In Montreal? 


Mr. Marquez: In Montreal. One of the 
great resources that Canada has is cheap 
power and we are trying to use that resource 
to do our job more economically than per- 
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haps might otherwise be done. I would not 
want to compare our performance with any 
individual company, but, I certainly have no 
hesitation in saying that we do not think we 
will take a back seat to anybody in the cable 
manufacturing field. 


Mr. Rock: You touched on the white goods 
which you have discontinued selling. On 
page 16 of Industrial’s brief and also in Ap- 
pendix B which reproduced one of your own 
ads, we find reference to the fact that you 
are also distributing things like screwdrivers, 
lighting fixtures, pliers, conduits, etc. 


The Chairman: “15,000 stock answers” it 
says. 


Mr. Rock: How does this actively help the 
telephone subscriber? 


® (12.00 noon) 


Mr. Marquez: We have to set up, whether 
we are in the distribution field or not, facili- 
ties across Canada to serve our major cus- 
tomers who are telecommunications people. 
That means we have to have administrative 
people; we have to have sales engineers; we 
have to have warehouses; we have to have 
all the facilities that go with the selling to 
the telecommunications companies. I also 
pointed out that because of the similarity of 
the manufacturing process, we also make 
non-communication cables and, therefore, we 
have to sell this as well. The non-communi- 
cation cables are sold to power utilities and 
contractors and again it is a matter of trying 
to make the most economic use of the 
resources. 

If we have a salesman call on a customer 
to sell him a piece of wire, it is more 
economical for us and more economical for 
him to be able to offer him the things that go 
with a piece of wire, the things he is going to 
put on both ends and the things he is going 
to use the wire for, because, a wire in itself 
is merely an electrical connection between a 
lighting fixture and a power source or some- 
thing of that kind. And these are, as it were, 
functions which are grafted on to our major 
function and tend to make that major func- 
tion more economical to perform. 


Mr. Rock: You said that you do not use 
loss leaders. However, it is essential that we 
know whether or not the non-Bell activities 
are detrimental or not to the interests of the 
telephone subscriber. I would, therefore, like 
to ask a certain question. Is each one of the 
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products sold to non-Bell markets earning a 
profit appropriate to the market conditions 
prevailing? 


Mr. Marquez: Let me answer your ques- 
tions in sequence. First of all, I said that to 
try to use loss leaders, as it was described 
here, in bidding to a contractor suggests an 
unfamiliarity with what goes on in the trade 
because when a contractor is bidding on a 
construction job in which all the electrical 
material might be worth $125,000, he is not 
going to agree to accept a package bid. What 
he asks you to do and what you have to do is 
to bid on every item on the list. You bid on 
the outlet boxes, the lighting fixtures, the 
parts, the wire and so forth. If you are fool- 
ish enough to put in a very low price on any 
one of the items, that is what you are likely 
to end up with and he will buy the rest of 
the material elsewhere. 


What was the second part of your ques- 
tion? Oh, yes. I remember. You asked me 
how can we establish individually by prod- 
ucts. Any attempt to make a distribution 
profit analysis by products is very difficult. I 
say this advisedly because we have tried it 
many times. The reason is this: the two 
major elements of cost in distribution are, of 
course, the order-getting effort and the order- 
processing effort. The order-getting effort is 
your salesman’s effort and the order-process- 
ing effort, of course, is what you do to pro- 
duce the paper and the invoices to supply the 
goods. When your salesman calls on a cus- 
tomer to sell him 30, 40 or 50 different items, 
it is a piece of arithmetic but it does not tell 
you very much when you try to figure out 
how much of the salesman’s time was devot- 
ed to selling wire, to selling fixtures, to sell- 
ing pipe and how much was devoted to sell- 
ing lamps. You can divide it up, but it does 
not mean anything. If you took one item out, 
you would still have the salesman call. 

Similarly, when you get down to the order 
processing and you produce a bill which has 
30 or 40 items on it, any attempt to deter- 
mine how much of the cost of the bill was 
devoted to line number 1, which was wire, 
and line number 2 which was pipe, again, is 
a worthless exercise. What you can do is 
organize your operation, as we do, by cus- 
tomer. It is very easy to tell whether or not 
dealing with a customer is a profitable busi- 
ness. You know what kind of gross profit 
margin you make on selling to the customer. 
You know whether he is buying his material 
from stock which costs you more than if he 
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was buying it on direct shipment from the 
supplier. You know whether he pays his bill 
in 30 days or whether he takes 90 days. 
These are the factors which you can put 
together specifically to determine whether or 
not your business with that customer is 
profitable. 

To take several thousand different prod- 
ucts and to try to disentangle them is diffi- 
cult. I am not talking about a manufactured 
product. A manufactured product is a differ- 
ent thing because you can look back at the 
capital investment you have acquired in 
order to produce that product but, talking 
about a distributed product, it is a very diffi- 
cult thing to determine product-wise with 
any degree of authority. You can go through 
a very complex piece of accounting gymnas- 
tics to come up with figures that do not mean 
very much because nearly all of your figures 
are allocated. You are making assumptions 
that do not really hold water. 


Mr. Rock: In that case, what is the total 
rate of return on the capital investment in 
your business? 


Mr. Marquez: We try to make a return of 
10 per cent. We do not always succeed in 
doing that. 

As I said earlier, we do distinguish every 
year in an exercise that is audited by our 
auditors. We do examine the capital we are 
using for business devoted to non-Bell cus- 
tomers and compare it with the capital we 
are devoting to business with Bell customers. 
Our constant objective is to make a better 
return on the investment we are using for 
non-Bell purposes than the capital we are 
using directly for Bell. We do not always 
succeed in doing this. In the immediate past 
20 years, there were three years in which we 
fell somewhat short of this and five years in 
which we came out about even, and in the 
remaining 12 years we were better. 


The Chairman: If Mr. Rock will allow me, 
I had a question on this point myself. 


Mr. Rock: Mr. Chairman, I want to men- 
tion something here. I always believed, since 
we have a Co-Chairman, that usually when a 
Chairman wants to ask questions he steps 
down over here. 


The Chairman: Not at all, Mr. Rock. It is a 
supplementary to this as well. I am going to 
make a new ruling pretty soon, unless this 
matter stops. Mr. Rock asked about the per- 
centage return on the capital investment. Is 
that correct? 
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Mr. Rock: The capital invested in the 


whole thing, yes. 


The Chairman: Mr. Marquez, can you pro- 
vide this Committee with the percentage 
return of Northern Electric on its net invest- 
ment earned by Northern for both the non- 
Bell business and the Bell business during 
the last two years? 


I have another question as well. Do you 
have the figures on the return earned on the 
average investment by Northern in its main 
line products on both the Bell business and 
the non-Bell business? I am talking about 
communications equipment, telephones, wire, 
cable; everything that Northern manufac- 
tures or purchases. What I really want to 
know is the percentage return on net invest- 
ment earned by Northern Electric on Bell’s 
group business, non-Bell business, and the 
return earned on the average investment by 
main line of products by Bell and non-Bell. 


Mr. Rock: Are you sure that there will not 
be any secrets given out for the competitor, 
Mr. Chairman? 


The Chairman: That is up to Mr. Marquez 
in his answer. 


Mr. Marquez: I have those figures. I do not 
think it is appropriate to divulge the details 
of the figures but I can go back and say this. 

First of all, when you ask me for the 
return on investment by lines of products we 
are back in the area of the exercise that Mr. 
Rock asked about. This is accounting gym- 
nastics. It does not really produce anything 
of significance. If you are talking about 
return on average net investment on Bell 
business as distinct from non-Bell business, I 
will pick a couple of old years in which the 
figures are not significant. Here are the 
figures for 1954; 11.9 per cent return on the 
non-Bell business; 8.2 per cent return on the 
Bell business. 


The Chairman: How about more recent 
years, Mr. Marquez? 


Mr. Marquez: Let us take 1962 which was 
one of the years in which we did not do 
quite as well. We made 9.8 per cent on the 
Bell business and 7.8 per cent on the non- 
Bell business. This is about the area that it 
runs in. 


The Chairman: What about the years 1964, 
1965, 1966, 1967? 


Mr. Marquez: By the time you get through 
I will not have anything left. What I can say 
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is that we set as a target, a 10 per cent return 
on our investment. We do not always achieve 
this. 


The Chairman: Have you achieved that in 
1964, 1965, 1966 on Bell business? 


Mr. Marquez: We achieved it on non-Bell 
business in 1964. 


The Chairman: On Bell business? 


Mr. Marquez: Bell business was somewhat 
lower than that in 1964. 


The Chairman: What would that be, Mr. 
Marquez? 


Mr. Marquez: You mean how much lower? 
The Chairman: Yes. 


Mr. Marquez: About a percentage point 
lower. This is what we are trying to do, bear 
in mind. 

e. (12::10' p.m:) 


The Chairman: Did you earn 10 per cent 
on Bell and non-Bell in 1965 and 1966? 


Mr. Marquez: No, we did not. We came 
pretty close to it in 1966, but not quite. 


The Chairman: I will not push you any 
further on that. 


Mr. Rock: Thank you. Mr. Marquez, are 
you still in the manufacture of street lighting 
vapour fixtures? 


Mr. Marquez: We have never manufac- 
tured lighting fixtures, Mr. Rock. We distrib- 
ute fixtures. 


Mr. Rock: Oh, you distribute them. I see. 


My last question is this. Do you feel that 
there may be an exterior or interior financial 
power play to wrench the Northern opera- 
tions from Bell Telephone of Canada? This is 
the impression I am getting now, and this is 
why I am putting this question to you. 

Mr. Marquez: I will answer your question 
indirectly by saying that we wonder some- 
times what the motive is for the exercise that 
has been taking place in the last five years. 


Mr. Rock: Thank you. Mr. Chairman, I 
would like to ask when the visit to the 
- Northern labs here in Ottawa will be? 

The Chairman: I will let you know as soon 
as it is arranged. 

Mr. Rock: I would also like to know, Mr. 
Chairman, while we are visiting the labs 
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whether we could also visit for about 20, 25 
or maybe 30 minutes, their manufacturing 
plant close to the lab. 


The Chairman: I will take it up with Mr. 
Marquez. Mr. Vincent says that all these 
facilities are available and we will arrange 
that as soon as our timetable and schedule 
permit. 


Mr. Rock: Would you try to arrange that 
we also see the plants as well as the lab? I 
think this is important. 


The Chairman: We will do that. Mr. Groos. 


Mr. Groos: Mr. Chairman, I have one very 
short question. The witness was saying that 
Northern Electric sells the black simple tele- 
phone to Bell for, I think he said $13.40, 
whereas they sell it to small companies for 
$16.12. Has this been compared very favoura- 
bly with the terms under which telephones 
are sold to smaller companies by the larger 
manufacturers in the United States? Does 
this in any way affect your relationships 
with the AT & T in that they licence you to 
manufacture telephones and then you are 
able, because of certain conditions, to 
underbid them in their sales in their own 
area? 


Mr. Marquez: Mr. Groos, Western Electric 
does not sell outside of the Bell system in the 
United States at all. 


Mr. Groos: Does not sell what? 


Mr. Marquez: Does not sell outside of the 
Bell system in the United States at all. The 
Bell system in the United States serves 80 
million telephones. It might be interesting to 
just get a cross-section. There are in North 
America 108 million telephones in service. 
There are 100 million in the United States, 
more or less, and 8 million in Canada. In the 
United States 80 million of the 100 million 
come within the Bell system and 20 million 
do not. When I talk about sales in the United 
States I am talking about sales to companies 
that come outside of the United States Bell 
system. We are not in competition with them. 


Mr. Groos: Then you are not in competi- 
tion with this in this instance? 


Mr. Marquez: We are in competition with 
other people who are also licensees of West- 
ern Electric. The IT&T for example, through 
their Kellogg’s subsidiary in the United 
States, make essentially the same telephone 
set that we are making. We do not think they 
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make it as well and we do not think they 
make it as economically, but they make it 
nevertheless. 


Mr. Groos: Working it out roughly it seems 
to me that you are selling to Bell for approx- 
imately 20 per cent less than you sell to 
small companies. Now, quite a thing seems to 
be made out of this matter of a reduced price 
at which you sell to Bell. I am not a busi- 
nessman; I am seeking this for information 
only and I do not know if you can answer 
this question, but is it not a normal practice 
in business that when you have volume sales 
you do have a lower price? Is 20 per cent out 
of line with the normal practice? 


Mr. Marquez: Not at all, not at all. It is 
indeed normal business to have a sliding 
scale for volume. As a matter of fact we have 
thought many times of simplifying the matter 
by setting up such a sliding scale, but it 
produces great administrative problems. We 
do not want to spend all our time and effort 
and cost in working out prices on a sliding 
scale, so, to simplify it, it is set at an estab- 
lished figure. We are talking now of what we 
call merchandise, Mr. Groos, and this is mer- 
chandise by, as it were, pre-design. When we 
are talking about a central office, a switching 
system, we are in a different area entirely 
because there we are designing, as it were, a 
product to meet the customer’s classification, 
and the margin of difference between the 
Bell price and the non-Bell price sometimes 
becomes considerably less than 20 per cent. 


Mr. Groos: May I ask one more question, 
Mr. Chairman? Could you give me briefly, 
some idea of the total dollar value of manu- 
facture in Northern Electric’s main product 
line? 


Mr. Marquez: Our total manufactured prod- 
uct in 1967 will reach a volume of about 
$300 million. 


Mr. Groos: How is that divided? 


Mr. 
lines? 


Marquez: Do you mean by product 


Mr. Groos: Product lines. 


The Chairman: Do you mean the percent- 
age sold of each product line to Bell? 


Mr. Groos: Either way, in percentage or in 
dollars. 


Mr. Marquez: I said earlier that about 60 
per cent of our manufactured product goes to 
Bell. Which means that of that $300 million 
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about $180 million goes to Bell. I would pre- 
fer not to be asked to state what our volume 
is in any particular product. 


The Chairman: I was just going to come to 
that. 


Mr. Marquez: I will pass. 


The Chairman: You will have to answer, 
Mr. Marquez. Earlier you gave me a list of 
your main product lines, I was going to ask 
you what the breakdown is of that 60 per 
cent to Bell. I gather you would rather not 
answer that. 


Mr. Marquez: Well, for one thing I just do 
not have that information at hand. 


The Chairman: But could it be provided? 
Mr. Marquez: Yes, it could be provided. 


The Chairman: Perhaps we could get that 
information at a later date. Mr. Emard? 


[Translation ] 


Mr. Emard: Mr. Chairman, I would like to 
ask Mr. Marquez if we intend to use the 
system called ‘economies of scale’’. In other 
words, this deals with the advantages of 
grouping aS many operations as_ possible 
under the same roof. How is it, then, that the 
Northern Electric Company has built several 
manufacturing plants in Saint-Jean, in Mont- 
real, in Calgary and elsewhere? 


[English] 

Mr. Marquez: The business, Mr. Emard, of 
putting as many products as possible under 
one roof has limitations. When Northern sets 
up separate plants we do it with a very 
definite policy, we try not to fragment. We 
set up a plant in which we do everything of 
something. For example, in our London oper- 
ation we make all our telephone sets and all 
our station apparatus. In our Lachine opera- 
tion we make essentially all of our cables, 
although we do have a small operation that 
we are setting up in Calgary which will have 
as its main purpose the manufacture of rural 
telephone cable, because the big market for 
buried telephone cable of the rural type is in 
the west. 


We have also learned by experience, as 
most other companies have, that your ability 
to operate effectively becomes restricted 
when you get beyond a certain size. We 
would like to have a factory if we could with 
not more than 1,500 people in it, in fact even 
1,500 people is pretty big. It tends to become 
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too anonymous. It tends to reach a situation 
where the people believe they are mere cogs 
in a wheel instead of a part of a dynamic 
organization. So this business of decentraliz- 
ing into smaller groups is a part of the nor- 
mal growth process. In our Shearer Street 
operation we have 6,000 people at the present 
time. I would say that the probabilities are 
that we will—and again I hesitate to use the 
word “never’—but we certainly are not 
going to be looking forward to having a 
Single operation that will have 6,000 people 
in it. We have some 1,500 or so people in 
London, we have about 800 in Belleville, we 
have nearly 2,000 at Lachine, and so it goes, 
Saint John is a very small operation with 
some 75 people. Calgary is even smaller, it 
has perhaps 25 or 30 people at present. 


The Chairman: What you are saying is 
that you are sacrificing economies of plant 
scale for a_ separate happy family 
relationship. 


@® (12:20 p.m.) 


Mr. Marquez: It is not even economies of 
plant scale, Mr. Macaluso, because—never 
mind the business of the happy family—we 
make our telephone sets much more efficient- 
ly in London where the whole purpose of the 
effort is directed toward this one type of 
product, instead of mixing it in with a wide 
variety of other things. 


The Chairman: You say you are specializ- 
ing in certain plants. 


Mr. Marquez: That is right. Our Toronto 
plant specializes on switching equipment; our 
London plant specializes in station apparatus; 
our Belleville plant specializes in outside 
plant; our Lachine plant specializes in cable; 
our Shearer Street plant, which is our oldest 
plant, is a component plant; it produces a 
great many of the components which are 
used in many of the other factories. 


[Translation ] 


Mr. Emard: A few years ago you bought 
some land in Vaudreuil. Are you still consid- 
ering building a plant at Vaudreuil? I am 
very interested, of course, because this is my 
own county. 


[English ] 
Mr. Marquez: Mr. Emard, when we bought 
the... 


The Chairman: I guess I will have to let a 
part of the question go here. 
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Mr. Marquez: When we bought the land in 
Vaudreuil we bought it because we knew 
then, as we know now, that there will be a 
time when we will be expanding in the 
Montreal area, and the opportunity arose for 
us to get this land on what we consider to be 
very reasonable terms. When we bought it 
we had no immediate plans for expansion 
and at the moment I have to say that we still 
do not have any immediate plans for expan- 
sion. I was asked this question, in fact, at a 
meeting at Cité des Jeunes, Vaudreuil at the 
time we acquired the land. I gave, at that 
time, much the same answer. I pointed out 
that we had owned a piece of land at La- 
chine on which we eventually built; it was 
some 25 years before we built on it, and I 
said that I had every expectation it would 
not take that long before we build in Vau- 
dreuil. We have no specific plans at the 
moment Mr. Emard. In the kind of business 
that we are in, it takes us about two years 
from the time that we decide to put a plant 
into operation to procure the facilities, put up 
the building and get the plant a going con- 
cern. So what we do today in the area of 
capacity expansion depends on our view of 
what we think is likely to be taking place or 
to be needed from us two years from today. 
This is a very tricky area because you are as 
likely to guess wrong as you are to guess 
right. 


The Chairman: I want to point out to the 
Committee that it is my intention to adjourn 
at one o’clock, so if the questioning is 
finished by then it will not be necessary to 
come back after the Orders of the Day. I 
have Mr. Byrne, Mr. Stafford, and Mr. 
Pascoe. 


Mr. Emard, are you finished? 


Mr. Emard: No, No. I have quite a few 
questions. 


The Chairman: Could you speed them up 
please? 


Mr. Emard: My questions are short, it is 
Mr. Marquez that... 


The Chairman: Mr. Emard, if Mr. Marquez 
was not answering completely then you 
would be complaining he is not giving you 
any answers. 


[Translation] 

Mr. Emard: In the past, the Western Elec- 
tric Company held about 42 per cent of the 
shares of Northern Electric Company. How- 
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ever, since the Bell Telephone has now 
bought these actions, do you still have rela- 
tions between Western Electric, technical 
relations for example? 


[English] 

Mr. Marquez: Prior to 1956 Western Elec- 
tric had an interest in Northern Electric. 
They no longer have. We continue to have 
access to technical information from Western 
but on terms which offer us no preference 
over those which any other company in 
North America or outside would have. The 
situation that existed prior to 1956 in which 
we shad access not only to patent rights and 
on technical information but also to Western 
Electric know-how no longer exists. We can 
get patent rights. We do normally have pat- 
ent rights from a long standing agreement. 
We can buy technical information but so can 
anyone else and we have no opportunity any 
longer for our engineers to visit Western 
Electric factories and see how they do the 
job, see what tools they use, and perhaps get 
drawings of tools or test sets or other things 
of that nature. 


[Translation] 

Mr. Emard: Do you still buy products from 
the Western Electric Company when they 
can sell them to you at a lesser price than 
they would cost you to produce them 
yourselves? 


[English] 

Mr. Marquez: Western Electric will make 
components or products available to compa- 
nies outside of its own system very reluctant- 
ly. We find ourselves much more limited than 
we used to be in the procurement of products 
from Western Electric. In essence, the West- 
ern Electric will sell us components provided 
we can assure them that we are setting up to 
have them manufactured or to manufacture 
them ourselves in Canada. They do it under 
duress if you like. 


[Translation] 

Mr. Emard: In your financial statements 
you talk a lot about your exports. In my 
opinion, this is a rather recent activity. Is 
this activity profitable or does it hatve to be 
subsidized by Canadians? 


Mr. Marquez: Yes, it is a recent exercise 
and I would say that in the early stages our 
export operation is not as profitable as we 
eventually think it will be but I can also say 
that there is no export job that we have 
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taken which has had to be subsidized. Every 
job that we have done has more than paid its 
way. 


[Translation ] 


Mr. Emard: We have often heard, from the 
very mouths of those representing The Bell 
Telephone Company say that it was a good 
thing for this company to own the Northern 
Electric Company. Do you think it would be 
a good thing for Northern to belong to The 
Bell Telephone Company? 


[English] 

Mr. Marquez: You are asking me a real 
tricky one here now, Mr. Emard. I will 
answer your question two ways. If I were 
the Bell, without hesitation, I would say that 
the ownership of the manufacturing and 
design is an essential for long term continui- 
ty and integration. On the other side of the 
fence I have to say also that Northern’s capa- 
bility today and our competence and our 
ability to compete in the international field 
could not have come about in the 80 years of 
our existence except, as I see it, under the 
circumstances which have existed which 
means partnership with the Bell. 


The Chairman: Why is that, Mr. Marquez? 
Financial support or what? 


Mr. Marquez: The keynote of this kind of 
integration, Mr. Macaluso, is the ability of 
the manufacturer and the design author.ty to 
have the confidence and the support, finan- 
cial and otherwise, of the telephone authority 
so as to be prepared to take risks in the field 
of preparation which it otherwise might not 
do if it were simply doing this on specula- 
tion. There is a great deal of investment in 
resources and in capital facilities that the 
manufacturer and the design authority have 
to make and they have to do this on the basis 
of what, in our case, our Owners are Saying 
they are likely to need. 


[Translation] 

Mr. Emard: Mr. Chairman, I would have a 
few questions to ask, but I will be brief. | 
However, there is a very special one which I 
must put forward, in order to remain faithful 
to my predecessors. 

How is it that The Bell Telephone Compa- 
ny installers working side by side with the 
Northern Electric receive $0.50 an hour more 
than the latter? 


The Chairman: The labour relations field 
again, Mr. Emard, I do not think we are 
interested. 
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Mr. Emard: What have you got against 
labour relations? 


The Chairman: Nothing at all. I asked for 
quite a few unions but at the same time I do 
not feel that we should get into labour rela- 
tions problems and collective bargaining at 
this Committee. 


Mr. Byrne: Mr. Marquez, I am still inter- 
ested in your problem of entering into the 
market of the socialized communications of 
other countries. Do all other Canadian or 
North American manufacturers suffer the 
same disability, and do you know if they 
have been able to enter into these markets? 


Mr. Marquez: In parallel fields, Mr. Byrne, 
yes they do. Canadian manufacturers, for 
example, who are in the power utility field, 
that is the power generation field, manufac- 
turers of heavy transformers, and power 
generating equipment run into exactly the 
same obstacle that we run into and that is 
that the buyer, the authority which pur- 
chases, is a national authority and they as a 
matter of policy will buy from the domestic 
supplier or suppliers. 


Mr. Byrne: Have you given any considera- 
tion or has the industry given any considera- 
tion to the question of whether this is in 
contravention of gas or even the extended 
Kennedy Round? | 


Mr. Marquez: Mr. Byrne, I can tell you 
that at the time of preparation for the Ken- 
nedy Round when the electrical industry, 
collectively, and the various companies sing- 
ly, presented briefs before the special com- 
mittee that was set up by the Canadian 
government under Hector McKinnon to 
review the situation, we presented a brief 
and we made it very clear that we were not 
so much concerned about tariff barriers as 
we were concerned about non tariff barriers to 
trade. This is a point that we have empha- 
sized on many occasions and which we con- 
tinue to emphasize. You can drop the tariff 
barrier to zero and it means nothing if, in 
fact, there are other obstacles in permitting 
you even to be heard. 


Mr. Byrne: Have you any information of 
the similar instances here in Canada where 
the provincial governments are the owners of 
the utilities? 


e (12:30 p.m.) 


Mr. Marquez: To a degree, but in a very, 
very minor degree, Mr. Byrne. I think it is 
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true that one of the problems that we face in 
Canada is that we have ten different provin- 
cial authorities, each interested quite natural- 
ly in seeing that the particular problems 
become more industrialized than it is and 
there are instances, certainly in our field and 
in others, where all other things being equal, 
the province will give preference to the local 
manufacturer. There have been instances 
that have been talked about in the newspa- 
pers where one province or another is 
accused of giving some particular preference 
over and above all things being equal. My 
own experience is that it is more often talk 
than fact, but it is true and I have had 
experience of instances in which, all things 
being equal, the business will go to the local 
manufacturer. This has its problems because 
there are temptations to industry to set up 
uneconomic operations—fragmented opera- 
tions. We have tried to resist this, and as I 
said a little earlier, our policy has been that 
where we decentralize we try to make all of 
something. In other words, if we are making 
nuts and bolts, we think it is quite reasona- 
ble to make the nuts in one place and the 
bolts in another, but to make half the nuts in 
one place and half in another place is not an 
economic exercise. 


Mr. Byrne: Are you asking the government 
and the Department of Trade and Commerce 
to pursue this matter further? 


Mr. Marquez: Yes, when we talk to the 
provinces we talk about this. Are you talking 
about GATT? 


Mr. Byrne: Yes. 


Mr. Marquez: Yes, we were are continually 
in touch, as you might well imagine, with the 
Department of Trade and Commerce, PCIC 
and people of this kind and we continue to 
point out that the big problem we face in the 
developed countries is certainly the non-tariff 
barrier and not the tariff barrier. 


Mr. Stafford: What percentage of the total 


telephonic communication equipment pur- 
chased by Bell can Northern Electric 
manufacture? 


Mr. Marquez: Bell, of course, buys a fair 
amount of stuff, Mr. Stafford, that you 
might not call “‘telephone equipment’. I mean 
they buy shovels and spades and trucks and 
so forth. I presume you are not counting that 
sort of thing? 


Mr. Stafford: I am just talking about the 
telephone communication equipment. 
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Mr. Marquez: Theoretically, there was a 
time when we were supposed to provide the 
whole cross section of this, but as time goes 
on what is happening is that the technology 
is exploding and I would say, without a 
doubt, there will be an increasing basis—the 
necessity for Northern Electric to become 
selective—and to say with malice afore- 
thought, as it were, that in this particular 
field there is no point in our duplicating what 
someone else is doing. We should let that 
field be supplied by someone else. 

I mentioned a little earlier that Ericsson 
has made fairly substantial sales to Western 
Electric and to Bell. So has RCA, in some 
particular instances. 


Mr. Stafford: When Mr. Zimmerman was 
here the last time, he said, and I quote from 
page 137, the left column: 

... that Bell’s competitors are Canadian 
in every sense of the word... 


Is it not true that as a manufacturer of com- 
munication devices for computers your real 
competitors are IBM, CGE, Remington Rand 
and Westinghouse? 


Mr. Marquez: Communication devices for 
computers? 


Mr. Stafford: Yes; you make those, do you 
not? 


Mr. Marquez: We make _ sophisticated 
devices, solid state devices. These are what 
we make at this operation near to our 
laboratories which, I think, Mr. Rock men- 
tioned, that we call our Advanced Devices 
Centre. They are similar to the devices used 
in computers, but we do not serve the com- 
puter industry, Mr. Stafford. 


Mr. Stafford: I see. Is it not true that your 
real competitors in the manufacture of tele- 
phone communication apparatus such as 
switchboards, telephones, exchanges and so 
on, are Siemen’s Company of Germany, Eric- 
sson of Sweden, IT&T and General Tele- 
phone of United States and Philips of 
Holland? 


Mr. Marquez: They are among our com- 
petitors, yes. 


The Chairman: Mr. Marquez stated this. 


Mr. Stafford: My questions will not take 
too long if there are no interruptions from 
the Chair. I just want to find... 
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The Chairman: Mr. Stafford, I bring to 
your attention that this information has 
already been given to the Committe. 


Mr. Stafford: That may be so. I am getting 
to my point very quickly and would have 
reached it already had I had no interruptions 
from the Chair. That is all I am saying. 


The Chairman: Mr. Stafford, I do not intend 
to put up with your bit of nonsense, so I 
00 ee 


Mr. Stafford: I intend to have the right to 
ask... 


The Chairman: ... telling you that such 
information had come to the Chair and I 
bring it to your attention for the simple rea- 
son that we do not want a lengthy discussion. 


Mr, Stafford: That is quite true. 


The Chairman: You were not able to be 
here because of another committee. 


Mr. Siafford: That is also true, but I am 
getting to my final question which I would 
have finished already had it not been for the 
interruptions... 


The Chairman: Mr. 
finish your question and no 
remarks, please. 


Stafford, will you 
“smart aleca 


Mr. Stafford: We can always take a vote of 
the Committee. 


The Chairman: Will you go ahead and do 
it, Mr. Stafford? 


Mr. Stafford: If it were not for Northern 
Electric, is it not reasonable to assume that 
telephone companies in Canada would make 
purchases of over $200 million outside of 
Canada that are now made inside Canada? 


Mr. Marquez: I do not think there is any 
doubt about that, Mr. Stafford. 


Mr. Stafford: In other words, if it were not 
for Northern Electric there would be a great 
increase in our balance of payments deficit in © 
this country? 


Mr. Marquez: Yes, that would be one of 
the results of this. 


Mr. Stafford: I have just one final question. 
You are in the electrical wire and cable busi- 
ness in order to make more efficient use of 
your machines and equipment which, in turn, 
makes it possible for you to manufacture 
communication cable at a cheaper price? 


November 21, 1967 


The Chairman: We _ also. had _ that 


information... 


Mr. Stafford: I just want a “yes” or “no” 
answer which could be given far easier than 
your interruptions. I might say this right 
now. I usually do not stand too long asking 
questions. That is all I have. I just want to 
make my point clear, too. When I ask a 
question, and I think the Committee will 
agree, it is not usually too extensive. 


The Chairman: Mr. Stafford, this Commit- 
tee has usually been very honest in being 
here on time and I expect the same from the 
members of this Committee. Otherwise, Mr. 
Stafford, you do not get any special privilege 
over any other member of this Committee. I 
expect you to understand that. Mr. Pascoe. 


Mr. Stafford: I understand that. 


The Chairman: Let us not talk about wast- 
ing time. The Chairman will take command 
of it. Mr. Pascoe. 


Mr. Pascoe: Mr. Chairman, Mr. Marquez 
answered quite a few of my questions on 
export. I just want to ask him one more. He 
said that a lot of the competition for his 
products comes from Sweden and Japan. Are 
they all imported or do they have any 
interest in the plant in Canada? 


Mr. Marquez: No; I said, Mr. Pascoe, that 
in our efforts in the international field we 
met Japanese competition ... 


Mr. Pascoe: I see; the international field. 


Mr. Marquez: In the domestic field the 
Japanese now are not really significant com- 
petitors, but the L. M. Ericsson is and they 
import their products. 


Mr. Pascoe: Is there a tariff against those? 
Mr. Marquez: Yes. 


Mr. Pascoe: If that tariff were removed, 
there would be stronger competition? 


Mr. Marquez: Yes, there would be but we 
are not advocating that the tariff be left 
where it is. We are quite in accord with what 
is taking place in the direction of lowering 
tariffs. We think that one way or another 
this is a situation we have ultimately to face 
and we just have to learn how to compete, 
internationally, so that we can safeguard our 
domestic market. 


Mr. Pascoe: That is all, Mr. Chairman. 
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The Chairman: Thank you, Mr. 
Are there any further questions? 


Pascoe. 


Mr. Rock: On a point of order, you sort of 
ran down Mr. Stafford... 


The Chairman: Mr. Rock, we are going to 
continue our questioning. If you do not have 
any questions, you can bring up your point 
of order later. I have two or three questions 
to ask myself. 

Mr. Marquez, there is one thing that I 
wanted to bring up about the export business 
to the United States, which, of course, we 
do not wish to restrict—we hope for more. 
Western Electric under the Consent Decree 
with AT & T is restricted in the business of 
selling except for Bell systems in the United 
States. Is that not so? 


e (12:40 p.m.) 
Mr. Marquez: That is right. 


The Chairman: And this allows Northern 
to get into that market against, say, some 
other competitors? 


Mr. Marquez: May I restate that? As a 
result of the Consent Decree, Western Elec- 
tric unilaterally decided to restrict its sales... 


The Chairman: There was some pressure 
through the FFC. I am not concerned with 
Bell; all I am asking is, because of this are 
you able to penetrate that market and com- 
pete with smaller competition in the United 
States? 


Mr. Marquez: I would not call them small... 


The Chairman: No, I do not know if they 
are. 


Mr. Marquez: The people that we are com- 
peting with are a subsidiary of IT & T which 
is anything but small: Automatic Electric 
which is not exactly small and Stromberg 
Carlson which... 


The Chairman: I am not criticizing, but 
this allows you a greater freedom to move in 
there? 


Mr. Marquez: That is very true. 


The Chairman: Now, on the matter 
brought up by Mr. Rock of this advertising 
of 15,000 wires and cables in the electrical 
business magazine that was brought to our 
attention, I think, by Industrial Wire. Do you 
have all these materials available? What is 
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the nature and organization of your whole- 
sale? Do you have a _ large wholesale 
business? 


Mr. Marquez: Yes, we do. We are a nation- 
al distributor with some 30 odd distributing 
warehouses—four major ones—supporting a 
number of sales offices and small warehouses 
which carry the quick turn-over items. But 
we have four major houses supplying these. 


The Chairman: What I am getting is that 
there have been opponents and critics of this 
Bill and the relationship between Bell and 
Northern Electric who have said that North- 
ern should be taken away from Bell. That, 
however, is not our function here. What I am 
concerned with really is the matter Mr. 
Stafford brought up. What would a “spin-off” 
of the ownership of Northern Electric and 
Bell do to this wholesale business? 


Mr. Marquez: We have examined the prac- 
tical implications of ‘“spinning-off’ the 
wholesale business just as we have examined 
the practical implications of “spinning-off’’ 
the non-communication cable business and 
the evidence clearly was that it would 
increase the cost of our communication 
business. 


The Chairman: Fine; that is the informa- 
tion I wanted. 


If there is no further questioning, this 
Committee will be adjourned. We will not 
meet this afternoon at 3.30. Mr. Rock? 


Mr. Rock: I just wanted to say to you that 
the questions Mr, Stafford asked led to 
answers which we never had before. Your 
remarks, I think, were not called for and... 


The Chairman: Mr. Rock, will you let the 
Chair make the decisions here? As far as the 
questions were concerned, I stated to Mr. 
Stafford that he was probably at the broad- 
casting committee and for his information 
the answers to those questions had been 
given by Mr. Marquez. They were, in fact, 
answered by Mr. Marquez previously in 
reply to earlier questions. Perhaps you 
should have listened closely. 


Mr. Deachman: I wonder if you could give 
us an idea as to what witnesses we are going 
to call at the end of the hearings of Bell 
Telephone and just what our line of ques- 
tioning is to be. I am concerned that we will 
want to spend some time discussing and 
questioning the ability of the government to 
regulate and control a utility of this kind. I 
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also want to Know when we enter that field 
who our witnesses will be. 


The Chairman: Mr. Deachman, first of all, 
I want to thank Mr. Marquez on behalf of all 
the Committee members and myself for his 
very able answering of all questions. In fact, 
it is the first time I have heard this Commit- 
tee complain of long answers, and I want to 
really give you my thanks, Mr. Marquez, for 
being so forthright and honest in your 
answers. I think we all appreciate your 
frankness. 


At the present time our schedule is as 
follows: the Committee has decided to hear 
Bill C-113, an Act to incorporate Commercial 
Solids Pipe Line Company which is being 
presented by the Shell Oil Company of Cana- 
da Limited at 9.30 am. on Thursday, Novem- 
ber 23. We have set aside only that one day 
for the hearing of that Bill. We will see how 
long it will take because we do not want to 
interfere with the Bell hearings. If it turns 
out to be a lengthy hearing on the Commer- 
cial Solids Pipe Line Company, we will have 
to adjourn the hearing. However, we should 
know that on Thursday, November 23. 


We have a brief which will be distributed 
today from D.C.F. Systems Limited, Consult- 
ants and Data Control Functions, Toronto, and 
with the consent of the Committee, I am 
setting aside Thursday, November 30th at 
10.00 a.m. to hear their brief and the wit- 
nesses will be so advised. 


On Thursday, December 7, the Combines 
Branch, Director of Investigation and Re- 
search, Department of the Registrar General, 
will appear. I hope at that time there will 
also be witnesses here from the Department 
of Transport and other government depart- 
ments and they will be able to give a joint 
presentation of some kind. I do not have the 
final word on that as yet. 

The Department of Industry has been con- 
tacted and we do not have a set date for 
them yet, but we will be advising them. 

I have been asked to contact the FCC in 
the United States to see if they would be 
interested in sending up witnesses, but we 
have yet to hear from them in order to 
finalize that particular procedure. 

The question of experts and consultants 
has not been finalized at all as yet by the 
Steering Committee. Some names have come 
forward, but we are not yet really sure who 
it should be. Letters will be going out this 
week making certain queries of two 
individuals. 
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Mr. Deachman: Maybe Mr. Marquez would 
like the job. He did pretty well this morning. 


The Chairman: I cannot look beyond 
December 7. I hope after listening to the 
people from the Combines Branch we might 
be able to move pretty rapidly on this Bill, 
but that will depend on the Committee, of 
course. 


That is all the information I can give you 
concerning future witnesses, Mr. Deachman. 


Mr. Rock; I thought we were not interested 
in the so-called “expertise” you are supposed 
to be looking for with the intention of calling 
them as witnesses. 


The Chairman: The unanimous decision of 
the Steering Committee was to look into this 
matter and to have them called as witnesses. 
The Steering Committee was unanimous on 
it, but we have not, as yet, finalized who will 
be called. 
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Mr. Rock: When did we, as a Committee, 
decide to have such men? 


The Chairman: About a month ago. Mr. 
Deachman as well as Mr. Orlikow brought 
this matter up, and Mr. Emard even dis- 
cussed it. 


Mr. Deachman: Mr. Chairman, in the event 
that we do eventually want such expert 
advice, even when we get down to the point 
of, perhaps, hearing our recommendations in 
camera, I wonder whether that point could 
be checked by the Steering Committee then 
so as not to block traffic? 


The Chairman: I would like to proceed 
with the scheduled witnesses up to Decem- 
ber 7. Then, perhaps, the Steering Committee 
could set almost daily hearings to expedite 
the hearing of this Bill, but I cannot look 
beyond December 7 at the present time. 


There will be no meeting this afternoon. 
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REPORTS TO THE HOUSE 


FrmpAy, November 24, 1967. 


The Standing Committee on Transport and Communications has the 
honour to present its 


FIFTH REPORT 


Your Committee has considered Bill C-113, An Act to incorporate Com- 
mercial Solids Pipe Line Company, and has agreed to report it with the 
following amendment: 


Clause 6 


That clause 6, paragraph (a) be amended by deleting the semi-colon on 
line 47, page 2, and adding thereafter the words “for the purpose of its under- 
taking; and’. 


A copy of the Minutes of Proceedings and Evidence relative to this Bill 
(Issue No. 8) is tabled. 


Respectfully submitted, 


JOSEPH MACALUSO, 
Chairman. 


FRIDAY, November 24, 1967. 


The Standing Committee on Transport and Communications has the 
honour to present its 


SrxTtH REPORT 


Your Committee reported this day Bill C-113, An Act to incorporate 
Commercial Solids Pipe Line Company, as its Fifth Report. 


Clause 3 of the said Bill provides for Capital Stock of ten million shares 
without nominal or par value. 


Your Committee recommends that, for the purpose of levying the charges 
by Standing Order 94(3), the proposed capital stock consisting of ten million 
shares without nominal or par value, be deemed to have an aggregate value of 
one hundred million dollars ($100,000,000.00). 


Respectfully submitted, 


JOSEPH MACALUSO, 
Chairman. 
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MINUTES OF PROCEEDINGS 


TuHuRSDAY, November 23, 1967. 


(11) 


The Standing Committee on Transport and Communications met this day 
at 9.45 o’clock a.m., the Chairman, Mr. Macaluso, presiding. 


Members present: Mrs. Rideout and Messrs. Allmand, Andras, Bell (Saint 
John-Albert), Byrne, Cantelon, Deachman, Jamieson, Lessard, Macaluso, 
O’Keefe, Orlikow, Pascoe, Rock, Saltsman, Southam, Stafford—(17). 


Also present: Mr. Ron Basford, M.P., Sponsor of Bill C13. 


In attendance: Representing Shell Canada: Mr. R. P. Ritchie, Vice-Presi- 
dent, Transportation; Mr. J. E. Hughes, Vice-President and General Counsel; 
Mr. W. G. Burke-Robertson, Q.C., Parliamentary Agent; Dr. P. M. Ollivier, 
Parliamentary Counsel. | | 


The Committee had for consideration Bill C-113, An Act to incorporate 
Commercial Solids Pipe Line Company. 


The Chairman called on the Sponsor of the Bill who introduced the Parlia- 
mentary Agent. Mr. Burke-Robertson explained the purpose behind the request 
for incorporation and the regulatory effect of the National Transportation Act 
on the proposed Company. 


The Chairman tabled and read excerpts from letters from the Minister 
of Transport (Paul T. Hellyer) dated November 22, 1967 and the Deputy 
Minister of Transport (J. R. Baldwin) dated November 21, 1967. 


On motion of Mr. Bell (Saint John-Albert), seconded by Mr. Lessard, 


Resolved,—That the aforementioned letters be passed to the Clerk of the 
Committee and held with the Committee Records. 


The Chairman introduced Mr. Ritchie who read a brief prepared statement 
concerning the history of solids pine lines and the details of the proposed 
Company. 


At the conclusion, the Chairman called the “Preamble” and a general 
discussion took place on Bill C-113. 


There being no further questions, the Preamble and clauses 1 and 2 were 
carried. 


On clause 3 being called, on motion of Mr. Cantelon, seconded by Mr. 
Lessard, 

Resolved,—That, for the purpose of levying the charges provided by 
Standing Order 94(3), the proposed capital stock consisting of ten million 
shares without nominal or par value, be deemed to have an aggregate value of 
one hundred million dollars ($100,000,000.00). 


Clauses 3 and 4 were carried. 


On clause 5 being called, it was moved in amendment by Mr. Deachman, 
seconded by Mr. Allmand, 

That clause 5 be renumbered 5(a) and a new paragraph 5(b) be inserted 
as follows: 

“The Company will have the responsibility to introduce all measures and 


devices necessary to curtail and prevent undue pollution of water, air and soil 
in the areas where the pipelines and associated plants and machinery operate.” 


After discussion thereon, clause 5 was allowed to stand. 


On clause 6, it was moved in amendment by Mr. Cantelon that clause 6, 
lines 29 and 30 be amended by striking out “solids, liquids and gases, or any 
of them” and inserting therefor the words “sulphur in any of its forms and 
on lines 34 and 35, by striking out ‘‘any solids, liquids and gases or any of 
them;”’ and inserting therefor the word “sulphur’’. 


There being no seconder to the motion, it was withdrawn. 


Moved by Mr. Rock, seconded by Mr. Jamieson, 


Resolved,—That clause 6, paragraph (a) be amended by deleting the semi- 
colon on line 47 and adding immediately thereafter the words ‘for the purpose 
of its undertaking; and’’. 


Clause 6 as amended was carried. 
Clauses 7, 8, 9, 10 were carried. 


Clause 5 was called and the Committee resumed consideration of the 
amendment proposed by Mr. Deachman. 


Dr. Ollivier, Parliamentary Counsel, gave his opinion on the relevancy of 
the amendment to this particular Bill. Thereupon the Chairman ruled the 
amendment out of order on grounds of irrelevancy. 


Clause 5, the Title, and the Bill as amended, carried and the Chairman 
was instructed to report the Bill as amended to the House. 


At 12.10 o’clock p.m., the Committee adjourned to the call of the Chair. 


KRuiVa Warr, 
Clerk of the Committee. 


EVIDENCE 


(Recorded by Electronic Apparatus) 


Thursday, November 23, 1967. 


The Chairman: Mrs. Rideout and gentle- 
men, we have before us Bill C-113, An Act to 
incorporate commercial Solids Pipe Line 
Company. You will recall that this Bill is 
sponsored by the Shell Oil Company Limited. 

On Tuesday, October 25, 1966, when we 
were dealing with the National Transporta- 
tion Act, we did have a brief presented to us 
by Mr. R. P. Ritch’e, Vice-President of Trans- 
portation and Supplies, Shell Canada Limit- 
ed. The contents of that brief can be found 
on page 2089 of the Minutes of Proceedings 
and Evidence of the Transport and Com- 
munications Committee, Volume 2 first ses- 
sion. At that time the subject matter was 
gone into quite thoroughly with Mr. Ritchie 
and other witnesses of Shell Canada Limited. 

Mr. Basford, as sponsor of the bill, will you 
introduce the parliamentary agent? 


Mr. Basford: Mr. Chairman, before intro- 
ducing the parliamentary agent may I, as 
sponsor of the bill, express my thanks to you 
and to the members of the Committee for 
your courtesy in arranging for the Bill to be 
brought before the Committee at this time. 

I would now like to introduce to you the 
parliamentary agent for the Bill, Mr. Burke- 
Robertson, who is on your right. 


Mr. W. G. Burke-Robertson (Parliamentary 
Agent): Mr. Chairman and gentlemen, as the 
Chairman has said, this is an application for 
the incorporation of Commercial Solids Pipe 
Line Company. 

The bill before you is in the usual form for 
incorporation of piple line companies and 
contains the same general terms. However 
the principal purpose is to construct and 
operate a pipe line for the conveyance of 
solids from a point in the vicinity of Calgary 
to a terminal point near Vancouver. Howev- 
er, aS you will observe, the Bill contains the 
power to transport all solids, and the only 
purpose of that at the moment is to give the 


Corporation the same comprehensive corpo- 
rate powers as are possessed by its competi- 
tors and other pipe line companies that have 
been incorporated. 

I do not intend to go through the Bill in 
detail but before I introduce Mr. Ritchie and 
the other sponsors and supporters of the Bill 
to you I would like to emphasize and respect- 
fully ask that you bear in mind one point 
throughout this morning’s deliberations. Al- 
though section 6 gives the power to the Com- 
pany to construct and operate a pipe line the 
opening line of that section reads: 


e (9:50 a.m.) 


The Company, subject to the provi- 
sions of any general legislation relating 
to pipe lines enacted by Parliament, 

I would like to emphasize that the incorpo- 
ration of the company does not carry with it 
automatically the power to construct and 
operate pipelines. That power can only be 
secured from the National Transport Com- 
mission and from the National Energy Board. 
I would like to illustrate this point, gentle- 
men, by reading to you section 25 of the 
National Transportation Act. 

_,. the Commission may issue a certifi- 
cate in respect of a commodity pipeline 
if the Commission is satisfied that the 
pipeline is and will be required by rea- 
son of the present and future public con- 
venience and necessity, and, in consider- 
ing an application for a certificate the 
Commission shall take into account such 
matters as to it appear to be relevant 
including, without limiting the generality 
of the foregoing, the following: 

(a) the economic feasibility of the 
pipeline; 

(b) the financial responsibility and 
financial structure of the applicant, the 
methods of financing the pipeline and 
the extent to which Canadians will have 
an opportunity of participating in the 
financing, engineering and construction 
of the pipeline; and 
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(c) any public interest that in the opin- 
ion of the Commission may be affected 
by the granting or refusing of the 
application. 


I should also add that the granting of the 
certificate also requires the approval of the 
Governor in Council. 

Section 26 of the Act goes on to provide 
that the Canadian Transport Commission and 
the National Energy Board shall have control 
over the tariff that may be charged by a 
commodity pipeline. 

Section 27 gives the Commission power to 
require a commodity pipeline company with- 
out delay and with due care and diligence to 
receive transport and deliver through its pipe- 
line any substance capable of being transmit- 
ted therein. 

So, gentlemen, the powers that ere given 
by incorporation are very considerably cur- 
tailed or, as I stated, are subject entirely to a 
subsequent application made to the National 
Energy Board and the Canadian Transport 
Commission. Therefore this Bill is simply the 
first link in the chain. 

Mr. Chairman and gentlemen, two of the 
petitioners and other supporters of the Bili 
are here today and I would like to introduce 
them to you before asking Mr. Ritchie to 
address you. 

First is Mr. R. P. Ritchie, Vice-President of 
Transportation and Supply, Shell Canada Lim- 
ited, then Mr. J. E. Mims, Manager of Pipe- 
lines, Shell Canada Limited, Mr. J. E. 
Hughes, Q.C., Vice-President and General 
Counsel for Shell Canada Limited, Mr. R. J. 
Leach, Solicitor of the Company, and Briga- 
dier W. S. Rutherford, the Ottawa Represent- 
ative of Shell Company of Canada Limited. 

With your permission, Mr. Chairman, I 
will ask Mr. Ritchie to come forward and 
present his statement to you. 


The Chairman: 
Robertson. 

Before we proceed I want to read a letter I 
have from the Minister of Transport on this 
matter. I have discussed this letter with the 
Minister and the Deputy Minister of the De- 
partment of Transport. As the Minister could 
not be here he asked me to read this letter to 
the Committee. It is dated November a: 
1967, and reads as follows: 

Dear Mr. Macaluso: 


With reference to your message 
regarding the meeting of the Parliamen- 
tary Committee tomorrow morning, 


Thank you, Mr. Burke- 


Transport and Communications 


November 23, 1967 


November 23rd, to deal with the bill 
being sponsored by Shell Oil, it seems to 
me that the only relevant question 
regarding government policy that could 
be involved is the status of Part II of 
the National Transportation Act, which 
establishes the jurisdiction of the Cana- 
dian Transport Commission over com- 
modity pipelines. 

I am not sure that I will be able to 
attend the meeting because of the impor- 
tance of the Cabinet agenda tomorrow 
morning... 

The Minister is unable to attend and he so 
advised me this morning. 


... but, if I am not able to be present, 
you could inform the Committee, in my 
name, that while Part II of the National 
Transportation Act has not yet been pro- 
claimed by the Governor-in-Council, it is 
likely that this matter will be dealt with 
within the next few months. 

This would, in effect, mean that any 
commodity pipeline project which might 
develop as a result of implementing 
action by the company under the 
proposed private bill which is before the 
Committee would have to be taken in 
accordance with the jurisdiction of the 
Canadian Transport Commission, as 
established under Part II of the National 
Transportation Act; i.e. the pipeline 
would have to be licensed by the Com- 
mission in accordance with the provi- 
sions of the Act, and conform in other 
respects with Part II. 


we WHICH VE 
lined. 

If the members of the Committee wish 
any specific information regarding con- 
tent of’ Part IT*of*the™ Act, I believe 
arrangements could be made for a legal 
officer of the Commission to appear for 
this purpose, although any questions 
addressed in this connection would have 
to be related solely to the nature and — 
content of Part II of the Act rather than 
to the Shell Oil proposal, since it is pos- 
sible that the Shell Oil proposal would 
have to be dealt with in a judicial sense 
at a later stage by the Commission. 

However, if at any time the Committee 
wishes to obtain information regarding 
the general state of the art in the matter 
of commodity pipelines as a whole, an 
appropriate official from the Research 
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Branch of the Department of Transport 
could be made available as a witness to 
provide information on this matter. 


Yours sincerely, 
Paul T. Hellyer. 


I discussed the possibility of obtaining a 
Commission witness with Mr. Baldwin, the 
Deputy Minister of Transport, and I will 
read, in part, a letter that I received from 
him dated November 21, 1967: 


Dear Mr. Macaluso: 


As agreed, I spoke to Mr. Pickersgill 
on the question of whether the Canadian 
Transport Commission wished to appear 
in connection with the Shell Oil pipeline 
bill. 


On further consideration, we both feel 
that it would not be appropriate for a 
C.T.C. representative to appear before 
the Committee in this connection at this 
stage. It is possible that the Shell 
application might subsequently come 
before the C.T.C. for some form of judi- 
cial determination if the private bill is 
passed and, in the circumstances, it 
might be better for the C.T.C. not to be 
called to appear. 


The principal relevant point at the 
present time is the question as to whether 
or not Part II of the National Trans- 
portation Act is to be proclaimed. 


The letter continues but the Minister dealt 
with the same thing in his letter; it is a 
matter of policy. 

I do not think it is necessary to print the 
Minister’s letter but I would ask for a motion 
to table it. 


Mr. Bell (Saint John-Albert): I so move. 
Mr. Lessard: I second the motion. 
Motion agreed to. 


Mr. R. P. Ritchie (Vice President, Trans- 
portation, Shell Company of Canada Limit- 
ed): Mr. Chairman, to assist the honourable 
members I have had prepared a short brief 
which I propose to go through, and if Mr. 
Leach would pass a copy of this to each 
member we could go through it together. I 
will be happy to answer any questions I can 
but it may be that as we go through the brief 
some of the questions that you might appro- 
priately ask will be dealt with subsequently. 
I think it would be better if we finish read- 
ing the brief and then I will try and deal 
with any questions. Any questions I myself 
cannot answer will be answered by my col- 
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leagues, and if there is any information we 
have not available we will try and get it for 
you. 


The Chairman: Mr. Ritchie, perhaps you 
could ask your colleagues to join you. 


Mr. Ritchie: Mr. Chairman, I do not think 
that is necessary. However, if I need them I 
will call on them. 


The Chairman: 
presentation. 


All -right.“"It “is “-your 


Mr. Ritchie: Does everyone have a copy? 


The Chairman: Yes, we have got it, Mr. 
Ritchie, thank you. 


Mr. Ritchie: As Mr. Burke-Robertson has 
just explained to you, this is an application 
for a Special Act to incorporate a company 
devoted to the transportation of solids by 
pipeline. As you are aware, the creation of a 
Special Act Company is required before 
application can be made to the Canadian 
Transport Commission and the National En- 
ergy Board for permission to construct a 
solids pipeline. 
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Mr. Burke-Robertson has already drawn to 
your attention the matters that these boards 
will have to consider. 

The pipelining of solids is not a new con- 
cept. During the lest fifty years short pipe 
lines have successfully been put into opera- 
tion in England and the United States for the 
carriage of ccal and salt. More recently there 
have been built a 72-mile gilsonite line in the 
United States and a 50-mile iron ore line in 
Tasmania. The application for the Bill before 
you, however, represents a major advance in 
that the applicants contemplate construction 
in Canada of pipe lines many hundreds of 
miles in length transporting solids that have 
never before been moved by pipe line. 


It should be explained that there exist two 
techniques for pipelining solids. These are 
commonly referred to as the “slurry method” 
and the “capsule method”. Whereas a slurry 
system is based on the suspension of finely 
ground particles in a liquid, the capsule con- 
cept involves encasing the solid in either 
rigid or flexible containers which are then 
moved through the pipe line in a liquid vehi- 
cle. Shell Canada Limited, which it is 
proposed will become a major shareholder in 
the new company, is presently conducting a 
research program into slurry pipelining, the 
total cost of which will exceed $1.7 million. 
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With regard to the capsule method, proba- 
bly the most advanced research in the world 
is being carried out by the Alberta Research 
Council. An association known as the Solids 
Pipe Line Research and Development As- 
sociation, of which Shell is an active member, 
has now been formed in Canada to assist the 
Alberta Research Council in this research, to 
which the Federal Government has also con- 
tributed financially. Another active group 1s 
the Pulp and Paper Research Institute of 
Canada which has pioneered the pipelining 
of wood chips. The University of Saskatche- 
wan and the Saskatchewan Research Council 
are working on the pipelining of potash 
slurries. 

It is appropriate that these efforts continue 
and even increase and that Canada be a 
world leader in this technology, because no 
other nation, save the U.S.S.R., has such 
great mineral resources located far from 
either tidewater or consuming markets. Pas- 
sage of this Bill will provide a great stimulus 
for those engaged in research as it will mark 
a very practical step towards the fulfilment 
of their aims. 


The capsule method of pipelining has not 
yet been developed to the point where it may 
be used commercially for long distance rtans- 


port. On the other hand, Shell’s research 
into slurry pipelining is approaching the 
point where the slurry method can _ be 


brought to fruition by the construction of a 
commercial line. We are convinced that slur- 
ry and capsule pipelining will each take its 
appropriate place in this country’s future 
transportation system. The distinct difference 
between the two concepts will undoubtedly 
dictate the circumstances under which each 
may be appropriately employed. 

In the brief on the National Transportation 
Bill, which I presented to this Commit- 
tee in October, 1966, on behalf of Shell Cana- 
da Limited, I explained how important it is 
to Canada that it should be able to move its 
land-locked m’neral resources, such as coal, 
potash, iron ore and sulphur, to market at 
tariffs which do not prejudice it vis-a-vis 
other countries, most of whose resources are 
nearer to tidewater. 


As you know the world market for these 
minerals, of which Canada possesses an 
abundance, is increasing rapidly. Under pres- 
ent conditions Alberta sulphur exporters 
pay more than three times as much for 
domestic transportation costs as do exporters 
in other countries whose supplies are nearer 
to tidewater. If this unfavourable situation 
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should be allowed to persist, the potential 
economic benefits to be derived from effec- 
tively competing in this booming world mar- 
ket will be lost to both the Canadian sulphur 
industry and to the Canadian economy as a 
whole. We do not believe that this will be 
allowed to happen. On the contrary we 
believe that cost-conscious innovation will 
continue to be the rule rather than the 
exception. Those who wish to compete in 
world markets must be prepared _ to 
enthus:astically accept this challenge. 


It is important to draw your attention also 
to the significance which the applicants for 
this Spec al Act place on the recent passage 
by this House of the National Transportation 
Act, some important provisions of which 
have already been mentioned by Mr. Burke- 
Robertson. By this Act Parliament has recog- 
nized that an efficient and economic transpor- 
tation system using all available methcds of 
transportation is essential to the progress of 
the Canad an economy. I submit to this Com- 
mittee that our intentions in seeking passage 
of the Bill now before you, and our efforts 
with respect to the solids pipeline project 
which we stand ready to initiate, are in 
keeping with the letter and spirit of national 
transportat on policy as defined in the Na- 
tional Transportation Act, and that the Act 
provides all the safeguards that are needed 
to ensure that our project conforms to the 
public interest. 

The very large potential which exists in 
Canada for the development of commodity 
pipe lines would obviously be beyond the 
resources of Commercial Solids Pipe Line 
Company, and, indeed, quite probably of any 
single corporate entty. We feel that the 
granting of this application for Commercial 
Solids Pipe Line Company would accomplish 
much in the way of providing impetus to 
many others, who face the problem of long 
distance overland transport, to initiate com- 
mercial applicat'‘on of their own research 
efforts. As Members know, the granting by 
Parliament of our application for a Special 
Act Company in no way creates a monopoly, 
as Parliament already has given charters to 
other companies which have all the powers 
to move solids by pipe line. 

Thus far I have dealt with the pipelining 
of solids and the objectives of Commercial 
Solids Pipe Line Company in a general way. 
I now wish to describe to you a particular 
project that is being planned for the 
proposed company. This is the construction 
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of a pipe line for the transportation of sul- 
phur in slurry form from producing plants in 
Alberta to the Canadian West Coast. This 
sulphur pipe line will be made feasible by 
the slurry research effort within Shell and it 
will result from the sizeable research ex- 
penditures advanced for the project by this 
company alone. 

The sulphur pipe line project which we 
have under study envisages a 12-inch main 
line with smaller d ameter feeder lines. It 
would likely originate near the city of Cal- 
gary, around which a _ gathering system 
would be built to tie in plants in the immed!- 
ate area. The main line would go south in 
order to pick up throughput at Southern Al- 
berta plants, including Shell’s large Waterton 
plant. The ]ne would then enter the moun- 
tains at the Crowsnest Pass and go west until 
it reached the coast in the Vancouver area. 
A preliminary survey has been made of the 
approximate route of the sulphur line and 
this is shown on this sketch which I have 
with me. 

I show it to you. This is only a sketch. You 
see it starting here in Calgary, going down to 
the Waterton area and across to the southern 
part of Br tish Columbia. If anyone wishes to 
examine this in detail I will leave it here for 
that purpose. 

Since to a large extent the exact location 
of the proposed route will be dictated by 
research and development, there is necessari- 
ly nothing final yet concerning the details of 
this route. 

The cost of the line is estimated at sixty 
million dollars. While research is underway, 
Shell is bearing the full financial burden of 
this phase. Prior to construction of the pipe- 
line facilities ownership shares will be 
offered to other sulphur producers in Alberta 
as well as the public. Following start-up and 
proven success, a further public offering of 
shares to Canadians will be made by the 
owner-producers. 

The sulphur pipe line will be available on 
mutually-acceptable terms to all producers in 
Alberta who can conveniently tie in with the 
line. The resultant savings and stability of 
transport cost will help appreciably to 
improve the competitiveness of Canadian 
producers in supplying world markets and 
will aid in the negotiation of long-term con- 
tracts for sulphur sales without fear of 
spontaneous and non-controllable freight rate 
increases. 
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The current world demand for sulphur 
exceeds supply and this situation is attract- 
ing marg.nal sulphur production in foreign 
countries and encouraging the use of substi- 
tute materials. As this can cause over-supply 
and fallng prices it is essential that we 
reduce our transportation disadvantage rela- 
tive to other countries in the time that to- 
day’s price levels give us. If progressive and 
innovative technology is to be excluded from 
the transport sector of our economy, the 
result can only be the continuance of high 
and non-competitive transportation costs. 
Such a prospect cannot be considered accept- 
able to a nation committed to a continued 
upgrading of its productivity growth rate. 


The Chairman: Thank you, Mr. Ritchie. 
Before proceeding to the discussion and ques- 
tioning I will call the preamble. 


Mr. Orlikow. 


Mr. Orlikow: For my information, how 
much sulphur is now being shipped per year 
from Southern Alberta sources of production 
to the West coast? Could you tell us that? 


Mr. Ritchie: You are talking about indus- 
try sulphur going offshore for export? 


Mr. Orlikow: No; what is moving is mov- 
ing by railway, is it not? 


Mr. Ritchie: All of it is moving by railway. 


Mr. Orlikow: Do you people have any 
figures on how many tons a year are being 
shipped? 


Mr. Ritchie: Yes, we have. The last figure I 
had on our annual production was about 
1,750,000 long tons, total. This is increasing 
rapidly as new plants are coming on stream 
with new production. By 1970 we estimate 
that there will be about three and a half 
million long tons of sulphur produced in 


Canada. 


Mr. Orlikow: Let us take the 1,750,000 long 
tons that you mentioned. Can you give us 
any information on what that means in terms 
of railway cars that are used? 


Mr. Ritchie: Yes, I think I can do that, sir. 
I have here some figures. I do not Know 
whether this is going to answer your ques- 
tion exactly but I have some figures on the 
volume of sulphur that would be moved by 
tonnage offshore, and this is what is really 
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relevant as far as this Bill is concerned rath- 
er than the total volume of sulphur moved. I 
might explain that any commodity pipe line 
moving solids is economic only when you 
have a large volume from one point to anoth- 
er point; and the fact that we may construct 
this pipe line and have a movement of the 
sulphur to the West Coast does not mean that 
there are not going to continue to be rail 
movements throughout the rest of Canada 
and into the United States, which have a 
considerable volume. As a matter of fact, this 
volume is higher than the offshore movement 
volume but on the basis of offshore, sir, in 
1967 we estimate that there is an equivalent 
of 50 trainloads of 100 cars per train of 
sulphur moved by Shell and 140 trainloads 
for the industry. 


Mr. Orlikow: Per 50 trainloads of 100 cars 
each? 


Mr. Ritchie: Fifty trainloads of 100 cars per 
train. 


Mr. Orlikow: Is that for the year? 


Mr. Ritchie: This is what we estimate will 
happen in 1967. I am trying to give you the 
latest figures. 


Mr. Orlikow: Of course. But the 5,000 cars 
for Shell is for the year. 


Mr. Ritchie: That is right. 


Mr. Orlikow: That moves from where? 
From Calgary, or from Waterton? 


Mr. Ritchie: It is moved from all the sul- 
phur plants. We move sulphur from Water- 
ton, Harmattan and others in which we have 
an interest in sulphur production to 
Vancouver. 


Mr. Orlikow: What is the cost of moving a 


ton from, let us say, Waterton to Vancouver 
by rail? 


Mr. Ritchie: If you are trying to get at a 
figure to compare the cost of movement by 
rail against movement by pipe line, you have 
to not only take into account the rail tariffs 
but the handling costs because when you 
produce sulphur, you produce it and it goes 
in a solid block. You have to break it up and 
load it on the cars and you have to move it. 
There is some loss of the sulphur in move- 
ment by rail. You pay the rail tariffs at the 
other end. You have to unload the cars and 
pay an unloading charge and a charge to get 
it on board ship. The total cost is in excess of 
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$12 a long ton, of which the rail cost in tariff 
only is $10.08 per long ton. 


Mr. Orlikow: What is that per ton? My 
arithmetic is pretty bad. Maybe yours is bet- 
ter. What would that work out to for the 
transportation by rail of your 5,000 carloads 
a year? Can you give us that figure? 


Mr. Ritchie: I do not have that figure but I 
can get it for you on the back of an envelope 
if you want me to calculate it. This will not 
be hard, sir. 


Mr. Orlikow: No, no. Mr. Chairman, this is 
the point which I am trying to raise and it is 
not in the form of a question. While I am all 
for the most efficient methods of transporta- 
tion possible, I realize the necessity for us, if 
we are going to sell on the world market or 
even if we are going to produce in Canada, 
to be as efficient and as economical as possi- 
ble. At the same time it seems to me that in 
this presentation we are told that not only 
does Shell want to move sulphur by pipe line 
but that Shell foresees the fairly early move- 
ment of coal, potash, iron ore, among other 
products, by pipe line. Mr. Chairman, if this 
happens—-and I am not saying it should not 
happen—this will have a tremendous effect 
on the railways. The people of Canada and 
the users of the railway have invested a 
fantastic amount of money in the railways. 


Mr. Byrne: Same old story. 


Mr. Orlikow: Well, Mr. Byrne says “same 
old story’. I am not objecting to this. All I 
am saying, Mr. Chairman, is that I personally 
think it is a mistake for us, for this Commit- 
tee or for Parliament to be dealing with these 
things individually. These things, if they are 
granted, have a very drastic effect on other 
modes of transportation. I thought that the 
whole purpose of establishing the Canadian 
Transport Commission was that the Canadian 
Transport Commission would have the staff — 
and the people and the technical ability to 
evaluate, not only the individual application | 
but the effect on all the other forms of trans- 
portation—rail, road, air, and so on—and 
then to make recommendations. I do not 
think this Committee is qualified to think in 
terms as it should of the effect on the whole 
transportation system, and personally at this 
time I am not prepared to vote for this until 
we get that kind of technical advice from the 
Canadian Transport Commission. 
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The Chairman: Mr. Orlikow, our function 
really is to pass on this Bill. As Mr. Burke- 
Robertson pointed out earlier, the fact that 
Parliament incorporates this company does 
not mean that it automatically has a licence 
to go ahead and construct this pipe line. The 
matters that you legitimately raised are built 
right into the Act itself, the National Trans- 
portation Act, and it will then be up to the 
Canadian Transport Commission to decide 
whether it is in the public interest at this 
time to allow the licences for construction of 
this pipe line. I just point that out. 


Mr. Orlikow: Yes, I realize that, Mr. Chair- 
man; but before I would vote to approve this, 
I think that I personally as a Member of this 
Committee have a right to hear from the 
Minister of Transport and from the Canadian 
Transport Commission. 


The Chairman: Mr. Orlikow, I read this 
morning a letter from the Minister of 
Transport. 


Mr. Orlikow: I heard it. 


The Chairman: Also, the Canadian Trans- 
port Commission have to deal in a judicial 
way with such an application for licence to 
construct, and they have nothing else to add 
to the letters that I have read; and they have 
informed us that in coming here they would 
have nothing further to add to that. 


_ Mr, Orlikow: Mr. Chairman, I do not agree 
that they have nothing further to add 
because surely before they would grant this 
permission they would have to look at the 
economic implications. I think that we should 
be told the results... 


The Chairman: I think it is written right 
into the Act, in section 25, subsection (1) and 
I will read it. 


e (10:20 a.m.) 


25. (1) Subject to subsection (3) of sec- 
tion 24 and subsection (3) of this section, 
the Commission may issue a certificate in 
respect of a commodity pipe line if the 
Commission is satisfied that the pipe line 
is and will be required by reason of the 
present and future public convenience 
and necessity, and, in considering an 
application for a certificate, the Commis- 
sion shall take into account such matters 
as to it appear to be revelant including, 
without limiting the generality of. the 

. foregoing, the following: 
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(a) «the economic ign mae of “the 
pipeline;: he 


(b) the financial ies boNSAT 
(c) any public interest... 


Therefore, so what we did when we passed 
the National Transportation Act was to cre- 
ate a Commission which has the very func- 
tion to do what you are asking this Commit- 
tee to do. 


Mr. Orlikow: That is fine, Mr. Chairman. 
My only point, then is that if that is where it 
is going to be settled, then all we are doing 
when we are asked to pass on this, is to act 
as a rubber stamp. We do not know the facts 
and we do not know the economic implica- 
tions, but we are asked to be a rubber stamp 
and to pass.it.on from this Committee. I am 
not prepared to be a rubber stamp, 


The Chairman: I am not arguing one way 
or the other. I am only... Order, please. 


Mr. Rock: Mr. Chairman... 


The Chairman: Order, please. Order. Let us 
not get into a hassle. We are on questioning. 
Let us get back to the order of questioning. 

Mr. Allmand? 


Mr. Cantelon: Mr. Chairman, we seem to 
have got a little bit away from the question- 
ing and if you would permit... 


The Chairman: Yes, I agree. 


Mr. Cantelon: I would like to make a com- 
ment on this, too. 


The Chairman: I will come back to you. I 
agree that we did get.. 


Mr. Rock: Mr. Chairman, COU Mate 4 


The Chairman: Mr. Rock, I will come back 
to you. You know I will. 


Mr. Rock: Oh, yes; I know you will, Mr. 
Chairman. 


The Chairman: All right, Mr. Allmand. 


Mr. Alimand: Mr. Chairman, one of the 
questions I wanted to ask was asked by Mr. 
Orlikow, but did we get. the information 


about what. is the difference in cost per ton 


between the pipe line and the railways at 
present? Did you give that information, sir? I 
had some difficulty hearing. | 
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Mr. Ritchie: No, I did not give that, sir. 
Conservatively we feel sure that we can 
reduce the transportation cost by at least one 
third. 


Mr. Allmand: Would this 
handling? 


Mr. Ritchie: Yes. 


include the 


Mr. Allmand: The total transportation? 
Mr. Ritchie: That is right. 


Mr. Allmand: From the production area in 
Alberta... 


Mr. Ritchie: 
ship. 


Until it is delivered aboard 


Mr. Allmand: In this green brief you men- 
tion the possibility of transporting other com- 
modities by pipe line. Did you mean by this 
particular pipe line? Will this pipe line be 
equipped to handle other commodities in 
addition to sulphur? 


Mr. Ritchie: There are other commodities 
that could be put through, but not just 
everything. For instance, there are such sol- 
ids as wood chips, iron ore and so forth. To 
put something through the pipe line, you 
have to have something that has a gravity 
similar to sulphur. It would be possible to 
put more than one commodity through under 
these circumstances. 


Mr. Allmand: What do you visualize to be 
the use of this pipe line? What percentage of 
time would it be used, considering your pres- 
ent production in Alberta? 


Mr. Ritchie: This would not be started and 
stopped. This would be going 100 per cent of 
the time. 


Mind you, by putting in more pumping 
capacity you could put more through it as 
production increased but you would start it 
up with the idea that it would be kept going. 
It is not economic to batch it through—to 
start and stop. 


Mr. Allmand: Would you set out to get 
long-term contracts from other producers in 
Alberta? Is this how you would guarantee 
that you would have enough to put through 
the pipe line? Because it would seem to me 
that the railways, especially with their new 
types of trains—I have read about these pipe 
line trains—might, in competing for this 
business, offer lower rates or do something to 
win back the business. Would you have long- 
term contracts with these... 
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Mr. Ritchie: As we envisage Commercial 
Solids Pipe Line Company, it would be 
owned by a number of shareholders, includ- 
ing the public. However, the producers would 
all want a share-interest in it, and once they 
had that, I would think they would continue 
to support it. 


Mr. Allmand: I see. If this Bill is approved 
by Parliament do you intend then to apply 
immediately to the Transportation Commis- 
sion for a licence, and to build almost 
immediately after that if you get the licence? 


Mr. Ritchie: No, sir; we are at this stage on 
the research side and we have spent a lot of 
money on research. We have done sufficient 
research that we are sure of the technology 
and techniques. We have got the processes 
necessary to put the slurry into the liquid 
vehicle and to take the slurry out from the 
other end and end up with sulphur that is 
100 per cent elemental sulphur, without any 
liquid contamination. 

Because this is a new type of project, in 
order to finance it—in order to get proper 
financing—and for no other reason we would 
have to establish that we have more than 
just laboratory technique. We have to have 
reasonably full-scale pilot plant in several 
areas. We are just at the stage where we are 
going to proceed—once we get this Bill pass- 
ed—with completing the pilot plant work. 
When that is done we would have feasibility. 
We would then be able to go before the 
Commission and ask for permission to con- 
struct the line; and we envisage that the line 
should be in operation by the end of 1970. 


Mr. Allmand: Do you expect to have oppo- 
sition from the railways in applying for such 
a licence? 


Mr. Ritchie: I would imagine that the rail- 
ways will want to present their side before 
the Commission. This is the normal proce- 
dure. We will probably have opposition from 
several areas. ° 


Mr. Allmand: That is all, Mr. Chairman. 
The Chairman: Mr. Rock, you are next. 


Mr. Rock: In your brief you claim that you 
are trying to recapture part of the world 
market, and you feel that the only way to do 
so is to build this pipe line rather than use 
the railway systems. Is this right? In other 
words, it is very difficult for you to get into 
the world market selling sulphur because of 
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the high cost of transportation by rail. There- 
fore if you get the power to build a pipe line, 
and do build a pipe line, you feel that you 
would be able to export this material? 


Mr. Ritchie: Those are not quite the facts, 
Sir: 


Mr. Rock: Well, after reading the brief... 


Mr. Ritchie: There is no question that we 
and other producers are selling all the sul- 
phur we can produce right now. This was not 
always so. In the early 1960’s, the producers 
in Canada were not able to sell their sulphur 
in the world market, and there was consider- 
able stock-piling. They were not able to sell 
it at anything like a reasonable return. We 
are at a crest. As in anything else, prices ina 
free economy are regulated by supply and 
demand. At the moment, because the demand 
is really in excess of supply, prices are rela- 
tively high. 

This is not going to continue. At today’s 
prices, as I think I point out in my brief, it 
will attract marginal production. There is all 
kinds of sulphur in the world in the form of 
iron pyrites, for instance, once you get these 
producers producing. Also, at today’s prices 
there is every reason to try and get substitu- 
tion, and then you will be in a cycle of lower 
prices. The fact is that the Alberta producer 
is at least at an $8 a long ton disadvantage as 
against other world producers, the main ones 
of which are right on tidewater on the US. 
gulf coast and in Mexicy and we have a long 
distance transport. Today’s prices are high 
and if we do not get our economy in order so 
that the transportation is reasonable we will 
not be able to compete when we get in a 
lower price situation. 


e (10:30 a.m.) 


Mr. Rock: It took you a long time to say 
yes. You got around it but at the end you 
come back to it and said that transportation 
by pipe line would be cheaper and you 
would be able to compete with the other 
manufacturers on the coast. 


Mr. Ritchie: I am sorry, sir, if I misunder- 
stood you but I inferred that you were sug- 
gesting we were not competing as of today. 
We can compete as of today because the 
prices are sufficient. 


Mr. Rock: Oh, yes. I think Mr. Orlikow... 


The Chairman: Mr. Rock, we will come 
back to that question. 
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Mr. Rock: It is my turn now, Mr. Chair- 
man, and I would like to make a _ short 
statement. 


The Chairman: All we... 


Mr. Rock: 
Chairman. . . 


I would like to know, Mr. 


The Chairman: Let me make one point 
clear to all members. As far as Mr. Orlikow’s 
statement is concerned, I was a bit lax there 
for a long time and I will come back to that 
when the questioning is finished and we will 
have a comment on Mr. Orlikow’s statement. 
Is that all right? 


Mr. Rock: Well, Mr. Chairman... 


The Chairman: Mr. Rock, we will now get 
back to the questioning. 


Mr. Rock: Clause 6 of your bill, line 35, 
reads: 


...and own, lease, sell, operate and 
maintain aircraft and aerodromes for the 
purpose of its undertaking, together with 
the facilities required for the operation 
of such aircraft and aerodromes; and 
own, lease, operate and maintain inter- 
station telephone, teletype, telegraph and 
microwave or television communication 
systems, and, subject to the Radio Act, 
and any other statute relating to radio, 
microwave or television, own, lease, 
operate and maintain interstation rad’o, 
microwave or television communication 
facilities; 


You end here and you do not mention its 
undertaking in connection with the said pipe 
lne. You say so for aerodromes but there is 
no mention of it in telecommunications. I 
would like to know why you do not mention 
it. Are you also intending to operate sort of a 
telecommunication system of some kind that 
has no connection with the pipe line? 


Mr. Ritchie: Mr. Chairman, as this is really 
a legal matter may I ask my colleagues to 
reply from where they are rather than com- 
ing up here? 


The Chairman: They will have to come to 
the table because these hearings are recorded 
and the microphones are there. Gentlemen, 
you can be seated right across the front. 


Mr. Rock: In front of the microphones. 


Mr. J. E. Hughes (Vice-President and Gen- 
eral Counsel): Mr. Chairman, my understand- 
ing is that this is the sort of normal provision 
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that: is contained in.all bills covering pipe 
line companies. pe 


Mr. Rock: I was also going to ask that. 
However, you still have not answered the 
question. If you operate this telecommunica- 
tion system on your own is it only to be in 
connection with your pipe line or is it also to 
be an operation on the side of your pipe line 


business? 


Mr. Hughes: I would think, sir, that it 
would be considered in its context and that is 
in relation to the company, an application for 
the incorporation of which is contained in 
the bill. 


Mr. Rock: Then you have no objection if 
we add the words “in connection with the 
said p.pe line” after the words “communica- 
tion facilities”? 


Mr. Hughes: As long as the words were 
sufficiently broad that it would permit the 
operation in connection with the undertaking 
of the company as authorized by the bill. 


Mr. Rock: In this case you are forming a 
pipe line company without adding something 
to it, and if it is not added it would seem that 
you will also get power to operate a tele- 
communications system. Do you not think this 
is so, Mr. Chairman? 


The Chairman: Mr. Rock, if there is a 
question on the purpose of its undertaking I 
do not think there would be any legal prob- 
lem in setting it out. 


Mr. Rock: You have no objection? 


Mr. Hughes: No, no objection at all, be- 
cause that is certainly the intention. 


Mr. Ritchie: This is the intent and I 
believe the wording is identical to what has 
been done before. If by having it too broad 
we are in error, then Parliament has been in 
error more than once by doing the same 
thing. 


The Chairman: We were in error with 
respect to the Rainbow pipe line and it has 
not passed the House. We would not want 
that to happen to you, Mr. Ritchie. 

Is that all, Mr. Rock? 

Mr. Rock: Yes. 


,, The Chairman: Mr. Cantelon, you are next. 
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_ Mr. Cantelon: I would like to go to the first 
page of the very dark green brief. It reads: 


.. As a nation, Canada cannot ignore the 
importance of continuously 


improving 
the efficiency of its transportation 
industry se. 


This is one of the things that everyone agrees 
with, of course, and I would like to ask a 
question or two along that line. Does the CN 
or the CP, whoever is moving your sul- 
phur, presently have special cars for this 
purpose? 


Mr. Ritchie: There are two methods of 
transporting it. One method is in bulk by 
hopper cars and the other is liquid sulphur. 
The liquid sulphur is in cars which the sul- 
phur producers have to supply, as we have to 
supply tank cars for other petroleum prod- 
ucts. The hopper cars are supplied by the 
railroad. These are not cars that are neces- 
sarily used for sulphur alone, they can be 
used for other commodities. But you are 
right, sir, the railways supply them. 


Mr. Cantelon: Can you give me an opinion 
as to the proportion which are your own cars 
and the proportion which are hopper cars? 


Mr. Ritchie: You are asking what propor- 
tion of the volume that we move is liquid as 
opposed to bulk. I really should be able to 
answer that and I can get the information if 
it is vital to you. All I can say is that we 
deliver in the form that the customer wants, 
and more and more customers are turning to 
liquid sulphur because this is the better way 
to handle it. However, in order to handle it 
in this way they have to have a facility at 
the other end to take it in. If you deliver the 
liquid sulphur and it is not in some heated 
and jacketed storage it will immediately 
solidify and set up, so they have to have 
these facilities. This is the way those people 
who have the facilities want it. As a matter 
of fact, I envisage the day when sulphur for 
export will go aboard ship and the ship will 
carry liquid. sulphur. This. is the more 
economical and better way to do it but I 
cannot specifically answer your question. If 
you wish I can get that information for you. 


Mr. Cantelon: I think you can probably see 
what I am trying to get at. There will be an 
effect on the railway if they stop moving 
sulphur. This is really what I am concerned 
about. I am particularly concerned about this 
because it does not seem there is any way we 
can get this information. because that. part of 
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the transportation act that is important in 
this connection has not been proclaimed. I 
am personally rather disturbed that it has 
not been proclaimed. I do not see why it is 
being held up. That is perhaps a political 
statement and one which really should not be 
given here. 


- Can you give me an opinion on the devel- 
opment which is taking place in the Van- 
couver area in the production of sulphur 
products? 


Mr. Hitchie: There is very little in Van- 
couver. At the moment we are installing a 
facility at our refinery where, instead of 
burning H,S,—this is in the area of pollution 
control—we remove it and produce sulphur. 
These are very small volumes when com- 
pared to the volumes that come out of the 
sour gas. This is where the sulphur is pro- 
duced in Canada. 


Mr. Cantelon: Yes, I know. The reason I 
ask the question is that I am concerned with 
what effect a pipe line, which would move 
the sulphur even more cheaply to the Pacific 
Coast area, might have on the development 
of industries there that’ would use that 
sulphur. 


© (10:40 am.) 


Mr. Ritchie: Mr. Cantelon, I recall that 
once before when I appeared you were con- 
cerned about pipe lines and cheap transpor- 
tation and the impact on secondary industry. 


_ Mr. Cantelon: That is right; I still am. 


Mr. Ritchie: And I share your concern. I 
think we should do everything possible to see 
that anything that can be produced in Cana- 
da, economically, and can compete in world 
markets should be so produced. We should 
not be just moving raw materials out for 
others to produce. There is no question about 
this in our mind. While it is an elemental one 
of the constituents of the earth’s crust and 
looking at it you consider it a raw material, 
actually sulphur as produced in the gas plant 
is a product. It has gone through a highly 
sophisticated process in order to get the H?S 
out of the gas into elemental sulphur, and 
really you should not consider it as a raw 


- Mmaierial. Eighty-five per cent of the sulphur 


used in the world as sulphur is used to 


_ produce sulphuric acid. It is not only uneco- 
-MNomic, but technologically it would be very 


unsound to take the sulphur at the plant and 


produce sulphuric acid, and transport the 
sulphuric acid to the ultimate plant that 
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ight want to consume it; this is not in the 
cards. We are doing everything we can when 
we put in very expensive plants. The Water- 
ton plant was a multimillion dollar plant to 
produce elemental sulphur in Canada. The 
gas industry could have moved the gas—this 
residual gas of course goes down to the West 
Coast to the United States—and the gas could 
have gone down sour and you could have 
had your extraction plant down there. The 
fact is that we are doing everything we can 
in secondary industry when we take the sul- 
phur out. The only feasible way is to move 
the sulphur as such to the market that wants 
to make the sulphuric acid. 


Mr. Cantelon: Well, in my chemistry stu- 
dies cnce upon a time, I remember reading a 
sentence somewhere to the effect that the 
amount of industrial development of a nation 
could be measured by the quantity of sul- 
phurie acid that it consumed. So, it was for 
this reason that I asked the question. I won- 
dered what sort of development in the con- 
sumption of sulphuric acid was taking place 
on the Pacific Coast. 


Mr. Ritchie: Well, let me have another shot 
at this. Of course, you are quite right; sul- 
phuric acid is a basic of all kinds of indus- 
tries, but a good percentage of it goes into 
fertilizer, and it is much more economic to 
move the sulphur out and produce the sul- 
phuric acid in a location where there are 
other ingredients to make the fertilizer rather 
than to move the phosphates and everything 
into Canada and then move the finished fer- 
tlizer out. The transportation cost could kill 
you if you did very much of this, if you are 
talking about the export market. 


Mr. Cantelon: I am interested too in what 
you said about the shares being offered to the 
public. Would you care to give us an opinion 
as to how soon, if you get the pipe line into 
operation, these shares would be offered, and 
perhaps what percentage of capitalization 
might then be offered to the public? 


Mr. Ritchie: You are asking two questions. 
Relating to the first one, we would envisage 
that there would be some shares offered to 
the public at the inception. We try to spell 
this out in that very short statement. This is 
a new project. We feel that it would not 
necessarily be in the public interest to have a 
large share in the hands of the public at the 
inception. As soon as the project is operating 
and there is no question as to its success and 
the statement is made, we would have an 
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offering and expect that there would be addi- 
tional shares offered to the public. 

Once you have the public in a facility, 
even though it is a very small percentage of 
the public, you have to operate the facility in 
the public interest and not in the interest of 
the producers. So really the total number of 
shareholders I do not think really makes that 
much difference in the way the facility 
would be operated. 


Mr. Cantelon: I see what you are getting 
at; of course it does not answer my question. 


Mr. Ritchie: In the other thing I defer to 
the Chairman and his remarks about the Act. 
The Act specifies that before we can get a 
construction permit we would have to satisfy 
them as to the percentage participation that 
the public would have; otherwise we will not 
get it. This is spelled right out. I think it is 
premature to say that the public would have 
10 per cent or 70 per cent; we are not quite 
at that stage yet. But there is going to be a 
time, sir, when we will have to talk about 
how we finance it and give full details; I 
think that is the time to set out what share 
the public should really enjoy. 


Mr. Cantelon: Well, that certainly answers 
one of the objections that we have to some 
other acts that have been before us. 

I notice that in your addendum No. I, you 
list a number of companies that you say have 
obtained the same privileges that you are 
asking for in this Bill; that is, to move almost 
any kind of solid material. Outside of that 
fact, do you really feel that there is any 
necessity for your particular pipe line, which 
you say is being built to move sulphur, ask- 
ing for these privileges? 


Mr. Ritchie: Mr. Cantelon, is your question 
that in view of the fact that we are talking 
about a pipe line primarily to move sulphur 
from Alberta to the West Coast, why should 
we have anything broader than just the right 
to move sulphur? Is this the question? 


Mr. Cantelon: In essence, that is the ques- 
tion, yes. 


Mr. Ritchie: I think the answer is that the 
other pipe line producers and the public as 
well as Shell, which will be the shareholders 
of the company, would expect and want the 
pipe line company to be able to compete with 
other companies. Parliament has already 
granted other companies the right to have 
the same provisions that this company is 
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requesting. I do not see how you can compete 
otherwise. Let me put it this way: a pipe line 
is very sensitive to volume, and the question 
was asked as to whether we could put some- 
thing else through besides sulphur. If we 
were sitting there with the provision that we 
could only move sulphur through this pipe 
line and it would be quite viable, then we 
would be happy to do this. But you would be 
at a competitive disadvantage to somebody 
else who might start up a line and have more 
than one commodity, and with the additional 
volume they could do it more cheaply than 
you could, and this would be untenable. 
Therefore, we are really only asking to have 
the same provisions as Parliament has 
already granted for several other lines. Does 
that answer your question, Mr. Cantelon? 


Mr. Cantelon: Yes, it answers my question. 
Of course, I feel that some of these other 
pipe lines should not have had such broad 
powers; I suppose it cannot be taken away 
from them now. 


Mr. Ritchie: Mr. Cantelon, do you really 
mean this? Because in fact if you moved 
something else besides sulphur and_ this 
resulted in a lower transportation cost for the 
sulphur and the other commodity, would thi 
be wrong? 


Mr. Cantelon: Well, the economic implica- 
tion of the whole thing is what bothers me. It 
might not be wrong but it might actually so 
harm other types of transportation that it 
might be a bad thing for the nation as a 
whole. I think it is too bad that the Trans- 
portation Act is not so directed as to allow 
some economic studies to be made of this. 


@ (10:50 a.m.) 


The Chairman: Again I point out that one 
of the provisions of section 25 of the Act is 
that the Commission is to take into account 
economic feasibility and public interest. 


Mr. Deachman: Mr. Chairman, I want to 
ask one or two questions concerning pollution 
at the separation plant onward. As I under- 
stand it, at tide-water or somewhere in the 
area of Vancouver the slurry will come into 
a separation plant, there the liquid will be 
removed from the slurry, there will be a 
refining process, what will emerge will be 
purified sulphur and what will remain will 
be the liquids plus the impurities that have 
been removed at the separation plant. Be- 
cause you are going to be handling enormous 
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quantities of material we can see the possi- 
bility of a very considerable pollution prob- 
lem and I want to know what safeguards you 
are taking so as not to pollute either water, 
land or air in the area of the separation 
plant. 


Mr. Ritchie: Mr. Deachman, let me say that 
this was recognized as a possibility when we 
entertained this phase of research and it was 
our objective to come up with a process that 
would not be susceptible to air pollution. The 
candidate process that we have is one of a 
closed system. Instead of taking the chemical 
and so forth that you would use to extract 
the sulphur from the slurry liquid vehicle 
and putting in new ones, as this is a regener- 
ative system, these are used within the sys- 
tem and, therefore, it is not susceptible to 
pollution. Really, what finally goes into the 
atmosphere in sulphur which in itself is not 
going to pollute anything. There is an HS 
problem in gas plants, but there is not any 
H;.S involved here. 


Mr. Deachman: You have dealt here with 
air pollution; what about water pollution? A 
great quantity of water will have to be 
removed from the slurry in order to leave 
you with dry and refined sulphur. How much 
water do you expect to discharge... 


Mr. Ritchie: You are 
liquid vehicle is water. 


Mr. Deachman: I am inferring that the 
sulphur will arrive in a slurry form, and that 
is what your plan here says. In the separa- 
tion plant the liquid will be separated from 
the sulphur and presumably that liquid, in 
very vast quantities, must be discharged. 
Now I ask what the liquid is, where is it 
going to be discharged, and what are the 
considerations... 


Mr. Ritchie: If I may interrupt, let me 
reassure you, sir, it is not water. As a matter 
of fact, part of our research considered water 
because there were some very good reasons 
that water might have been an ideal facility 
quite apart from the fact that water and 
sulphur are very corrosive when together. 
However you would have some other factors 
that you would have to mitigate. The liquid 
slurry is a hydrocarbon, sir, and there will 
not be any water to deal with at the other 
end. 


inferring that the 


Mr. Deachman: Is the liquid that will 
carry the sulphur itself a marketable 
commodity? 
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Mr. Ritchie: Yes. 


Mr. Deachman: So this is not just a solids 
pipe line for the marketing of sulphur; there 
are liquids that go along with it which are 
also marketable commodities. While that 
might be interesting to explore I want to 
remain on this subject of pollution because I 
do not think it has been taken care of ade- 
quately. Are you subject to regulations either 
by the Province of Alberta or by the Prov- 
ince of British Columbia in regard to the 
anti-pollution devices that would be carried 
in a separation plant, and have they been in 
touch with you in regard to this? 


Mr. Ritchie: Are you talking about this 
specific project? 


Mr. Deachman: Do the provinces have 
legislation to guard against pollution from a 
separation plant such as you propose? 


Mr. Ritchie: Really, sir, I cannot answer 
that question. I have read in the _ press 
recently that Ontario is concerned about pol- 
lution of air and water and has proposed 
legislation to deal with this. I really cannot 
say what the situation is in British Columbia 
and Alberta but let me assure you, sir, that 
pollution is one of the things on which we 
spend very substantial amounts of money. 
We recognize this as a matter of good corpo- 
rate citizenship and there is no question here 
that our moving this material by pipe line 
rather than by rail is going to create addi- 
tional pollution problems. As a matter of fact, 
when you move by rail you have loss of 
sulphur and there is not going to be this loss 
of sulphur when moved by pipe line. 


Mr. Deachman: I realize that major corpo- 
rations are somewhat conscious of pollution 
but I think only to the extent that it is 
drawn to their attention or forced upon them 
by governments, and I think everyone of us 
realize that. Anti-pollution devices are 
expensive and this is not really something 
you do unless it is forced upon you. 


I wonder, Mr. Chairman, in view of the 
very growing pollution problem which vast 
industries like this pose in the movement of 
substances in such large quantities, whether 
or not a solids pipe line Act should not con- 
tain in it a clause which tends to protect the 
public from pollution which definitely could 
arise as a result of an operation of this kind. 
And before we leave the subject of solids 
pipe lines generally—we are setting the pace 
for them by the passage of this Bill—I won- 
der whether the pollution problem should not 
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be considered very, very carefully, whether 
with the help of experts we should not deter- 
mine the size of the pollution problem 
involved, and whether federally we have any 
power to put a clause in a bill of this kind to 
protect the public now and in the future so 
that this does not become a growing problem. 


Mr. Chairman, on behalf of those of us in 
the City of Vancouver, I want to say that the 
handling of bulk commodities is increasing 
extremely rapidly in this area. We are han- 
dling potash, sulphur, coal and so on, all of 
which tends to raise sericus problems in 
respect of air, land, and water pollution. We 
live in a relatively compressed area of land 
on the edge of the sea, in an area where we 
are exporting more and more of these 
materials, and we have a larger and larger 
population to protect. I think perhaps now is 
the time that we ought to consider injecting a 
clause into a federal bill of this kind as a 
preliminary measure to guard our people 
against pollution. 

Mr. Chairman, I may move such an amend- 
ment a little later on. 


The Chairman: You are free to do so, Mr. 
Deachman. 


Mr. Bell (Saint John-Albert): May I inter- 
ject, Mr. Chairman? We will take that busi- 
ness on the east coast and take our chances 
on the pollution, if Vancouver does not want 
Tt. 

Mr. Southam: Mr. Chairman, the area of 
my questions has been partly covered by my 
friend, Mr. Cantelon, but I was interested in 
page 4 of Mr. Ritchie’s brief where it is 
Stated: 

As Members know, the granting by 
Parliament of our application for a Spe- 
cial Act Company in no way creates a 
monopoly, as Parliament already has 
given charters to other companies which 


have all the powers to move solids by 
pipe line. 


Then on page 2 of the Shell brief, in the 
second last paragraph, it is stated: 

To date, Parliament has set a prece- 
dent for solids pipe lines in the case of 
the ten Special Act pipe line companies 
listed on Addendum No. 1. Further data 
on the purpose of the Commercial Solids 
Pipe Line Company is outlined on Ad- 
dendum No. 2, and the current Parlia- 


mentary status is covered on Addendum 
No. 3. 
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It lists them on Addendum No. 1. Mr. Chair- 
man, could the witness tell us whether any of 
the others already covered by special acts are 
planning to compete with thim in this par- 
ticular product? 


Mr. Ritchie: To the best of my knowledge, 
no. First of all, to compete at this stage they 
would have to be doing research at the same 
time as we are, and we are not aware that 
this is going on. 

The reason, sir, that we are involved in 
this is that we are the largest producer of 
sulphur in Canada, and we are concerned 
with the cost of transportation and our com- 
petitiveness in the world markets. It seemed 
that this was an area in which we could well 
afford to do substantial research. I do not 
know that the other companies are doing 
research. Certainly, if we have a pipe line 
moving sulphur there is no reason why oth- 
ers cannot take advantage of this research. 


Mr. Southam: I noticed that you say on 
Addendum No. 1, using as an example, 
Yukon Pipe Lines Ltd., which are under spe- 
cial Act, 

“,.oil and gas and other liquid gase- 
ous hydrocarbons and products. the- 
reof...” e.g. sulphur. . 


That was what made me ask the question. 
You would admit that if we did not grant 
you this privilege by special act that you are 
now requesting you might be put in an 
adverse competitive position with other 
distributors? 


Mr. Ritchie: That is true. 


Mr. Southam: What are your chief sources 
of markets for sulphur, incidentally, just to 
get some further information on this whole 
field? 


Mr. 
export? 


Ritchie: Do you mean other than 


Mr. Southam: I mean in export. What are 1 
your chief sources of export? Where does 
most of this sulphur go? 


Mr. Ritchie: Sulphur is a commodity 
that is required world-wide. As I men- 
tioned, the biggest end-use of sulphur is 
in fertilizers. We have shipped sulphur to 
India, Greece, and Australia. As a matter of 
fact, some of it has gone to so-called Iron 
Curtain countries. I cannot give you a list of 
all the countries to which we export. 
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_ Mr. Southam: These are some of the basic 
outlets? 


_ Mr. Ritchie: That is right. 


Mr. Southam: I now wish to refer to your 
earlier remarks that you have to remain 
competitive and that we, as a growing nation, 
should see that the industry remains com- 
petitive. Do you consider that you have any 
chief competitors, or large competitors, in 
this field in Canada in. the exporting of 
sulphur? 


Mr. Ritchie: Everybody producing in Cana- 
da is on a similar basis. The rail rates are 
similar. The cost of producing sulphur from a 
sour gas reservoir will vary depending on the 
type of gas involved. The sulphur producers 
in Canada are in the same situation as we are 
vis-a-vis competition which they face world- 
wide, on the United States Gulf Coast, or in 
Mexico, or in France, all of which are on 
tidewater. 


e (11:05 a.m.) 


Mr. Southam: Do you know if any of them 
are making plans to move their competitive 
sulphur product by pipe line in competition 
with you? 


Mr. Ritchie: They do not need to move it 
by pipe line because they are on tidewater. 
They can take their sulphur when produced 
‘and put it aboard ship. They do not have the 
$8 dollar disadvantage that we have. The 
reason that it is not $12 is because they do 
have the same type of handling. 


Mr. Southam: I am speaking of Canadian 
competitors. 


Mr. Ritchie: All the Canadian competitors 
are in a situation similar to ours. 


The Chairman: Mr. Southam, if you will 
look at the report, “The Sulphur Pipeline 
Story’, and at the third map, it indicates 
what Mr. Ritchie is pointing out about the 
United States producers which are on 
tidewater and the Canadians producers 
-which are all inland. 


Mr. Souiham: Are there any substitutes for 
sulphur appearing on the scene? I do not 
suppose there are, but if, for example, you 
did not get this economical means of moving 
sulphur by pipe line would there be some- 
thing else that would fit into the picture? I 
admit that this is based on chemistry, but I 
was just wondering if there were any 
substitutes? 
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Mr. Ritchie: I cannot tell you categorically 
that research in this area is advancing to the 
point at which no sulphur is going to be 
required and that there is an economical sub- 
stitute for sulphuric acid. This is really what 
we are talking about—whether you can have 
a substitute for sulphuric acid. Certainly, at 
current sulphur prices there is an incentive 
to do this, and presumably a large user of 


sulphur acid should now be engaged in this 


kind of research. 


Mr. Southam: 
questioning. 


That concludes my 


Mr. Pascoe: Mr. Chairman, many of my 
questions have already been answered but 
perhaps I might ask two or three with some 
local or regional implications. 


Mr. Ritchie mentioned something about the 
possibility of moving other commodities if 
they had a similar gravity base, or something 
like that. Would potash be one of them? 


Mr. Ritchie:. Potash would be, sir. Potash 
and sulphur are of similar gravity. Why I 
say Similar gravity is because you can only 
move a “slurry” through a pipe line by 
means of pumps, as you are aware. AS a 
matter of fact, pumps have not really been 
deisgned for this purpose; this is part of the 
program we have’ under way. However, a 
pump that would satisfactorily move sulphur 
could, I think, in all probability, also move 
potash; but a pump that would move sulphur 
and potash would not really be the type of 
pump that move wood chips and iron ore. 


Mr. Pascoe: I understand. 


‘Mr. Ritchie: As I said, you would have to 
have something of similar gravity. 


Mr. Pascoe: Would potash have to go sepa- 
rately from sulphur? 


Mr. Ritchie: Yes: 
batched through. 


it would have to be 


Mr. Pascoe: You mentioned main pipe lines 
and feeder lines. If there was some kind of a 
process that would accommodate potash, too, 
would feeder lines into Saskatchewan be 
enough, or would they have to have a main 
line? 


Mr. Ritchie: You would have to have a 
main line. The feeder line; sir, is like a gath- 
ering system, in which you would gather 
sulphur from each plant that is hooked into 
the main terminus, from which it moves on. 
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Mr. Pascoe: That is what I am trying to 
find out. A feeder line would not accommo- 
date Saskatchewan potash. 

You have mentioned the great world 
demand for sulphur and that if you did not 
get efficient transportation present prices 
might encourage use of substitute material. 
What would that be? 


Mr. Ritchie: This would be a substitute for 
sulphuric acid. 


Mr. Pascoe: Oh, I see; not for sulphur? 
Mr. Ritchie: No. 
Mr. Pascoe: I wondered. 


Mr. Ritchie: I think I mentioned that 85 
per cent of the sulphur in the world is used 
to produce sulphuric acid. Sulphuric acid, as 
Mr. Cantelon said, is the base for a wide area 
of industrial... 


Mr. Pascoe: Continuing on this regional 
aspect, you also said that a great deal of 
sulphuric acid is used in fertilizer. Would it 
be used along with potash, or are they two 
separate entities? They work together, and 
they would both be required for fertilizer? 


©) (11-10%aamn.) 
Mr. Ritchie: That is right. 


Mr. Pascoe: I have just one small question 
for any own information. On page two of 
your brief you said 

While research is underway, Shell is 
bearing the full financial burden... 


but in your statement you refer to the fact 
that you are working with the Alberta Re- 
search Council, that the Federal Government 
is contributing financially and the University 
of Saskatchewan and the Saskatchewan Re- 
search Council are involved. Are you not 
making use of some of their findings? 


Mr. Ritchie: I am afraid that I did not 
make this quite clear although I thought I 
had, sir. We are talking about apples and 
oranges. Really there are two entirely differ- 
ent processes by which solids could be moved 
by pipe line, one is a capsule method and the 
other is a slurry method, and when we say 
that we are carrying the full burden we 
mean the full burden of our research in the 
Slurry form and we are much further 
advanced in this than the Alberta Research 
Council. SPRDA is the Company that has 
been established to further the work of the 
Alberta Research Council; Shell is a main 
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contributor and is enthusiastically working 
with SPRDA in the area of capital pipe lines. 
But they are now just in a feasibility study 
area to see in fact whether they should get 
into substantial research. It will be a long 
time before we have a capsule pipe line in 
operation. Did I make myself clear? 


Mr. Pascoe: Yes, but perhaps you can com- 
ment now on the capsule. Do you see move- 
ment of wheat by capsule at all? Could you 
comment on that or is it out of your field? 


Mr. Ritchie: I think that technologically it 
is likely that eventually this will be feasible. 
Whether is will be economically feasible or 
not, Mr. Pascoe, I would not want to say. The 
wheat would have to be moved in some kind 
of a plastic container or some other kind of 
container. There is no doubt in my mind that 
this, as I say, technologically could be done 
but I am not sure what the economics would 
be. 


Mr. Pascoe: I note in your map of this 
sulphur pipe line that you seem to be very 
close to the United States. Do you see any 
possibility of a market down there? 


Mr. Ritchie: Sir, we do supply a substan- 
tial quantity of sulphur to the United States. 


Mr. Pascoe: By train? 


Mr. Ritchie: Of course this goes by rail 
and will continue to go by rail because this 
sulphur is moved to various consumers and is 
not susceptible to a pipe line. So to get back 
to Mr. Orlikow’s... 


Mr. Pascoe: That is what I am trying to 
bring out. 


Mr. Ritchie: ...area of concern, I agree 
with him because he should be concerned 
about this. As a matter of fact, Mr. Chair- 
man, while I think the area of his question is 
not necessarily relevant nevertheless I can 
understand why he is concerned. If you 
would like, I will try to answer him to the 
best of my ability. 


The Chairman: We will come back to that 
later, Mr. Ritchie. We know his problem but 
that is not our concern at the present time. 
We are dealing with an act to incorporate 
Commercial Solids Pipe Line Company. 


Mr. Pascoe: Again on page two of your 
brief, you say: 
A further delay at this time could set 
the project back two or three years with 
a detrimental effect on future sulphur 
exports. 
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We have just heard from the Minister of 
Transport that section 2 has not been pro- 
claimed and may not be for quite a while 
yet. Would that affect your plans? 


The Chairman: He did not say ‘“‘for quite a 
while yet”, Mr. Pascoe. 


Mr. Pascoe: Are you able to go ahead with 
any plans until it is proclaimed? 


Mr. Ritchie: Mr. Pascoe, I tried to indicate 
where we are at this point of time. We have 
done the basic research; we are sure of the 
technology; we have chosen the candidate 
processors, including the process to take the 
sulphur out of the slurry at the terminus in a 
way that will obviate any pollution. But 
these are only laboratory tests, small pipe 
line tests, small process tests. In order to 
establish this pipe line we will have to have 
a large-scale pilot plant in several areas and 
it is at this stage that we are right now. We 
have a big budget next year to complete our 
further research but we would think it 
imprudent at this stage to spend the kind of 
money that is required to do our pilot plant 
work unless in fact we have a vehicie to 
pursue. 


The Chairman: Mr. Pascoe, for your infor- 
mation the letter of the Minister states... 


Mr. Pascoe: “for several months” 


The Chairman: ...that this matter will be 
dealt with within the next few months. 


Mr. Pascoe: Is the material for the pipe 
line pretty well all Canadian-made? 


Mr. Ritchie: If you mean the material the 
Commercial Solids Pipe Line Company, if 
and when it is established, will go out and 
purchase, the pumps and so forth, I think I 
can tell you categorically that if the material 
and equipment is available in Canada it will 
be purchased in Canada. This certainly is 
Shell’s policy. Ninety-three per cent of the 
supplies that we purchased last year were 
Canadian-produced. Just to assure you on 
this point, I am sure all members have read 
about the large drilling rig that is being 
employed out on the West Coast. This is not 
a Shell rig but it was built on the basis of a 
Shell contract and the fact that somebody 
else built it was just a matter of financing. 
The decision was made to build it in Canada, 
at a time when there was no subsidy, at a 
substantial cost over and above what it could 
be built in Japan simply because we felt the 
right thing to do was to build it in Canada. I 
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can assure you that as far as the pipe line is 
concerned everything will be purchased in 
Canada that is susceptible to being 
purchased. 


Mr. Pascoe: Thank you, Mr. Chairman. 


Mr. Byrne: Mr. Ritchie, when sulphur in 
its original form is removed from the raw 
gas is it at the outset in a liquid form? 


Mr. Ritchie: Mr. Byrne, in the gas it is 
H.S, hydrogen sulphide; in the plant the end 
product is a liquid. This liquid is poured out 
in a block and solidifies quickly. No doubt 
you saw pictures of it in the early 1960’s 
when they were not able to sell the sulphur 
and had to stockpile. There were literally 
mountains of it. 


Mr. Byrne: But it could not be transported 
in this form? It would have to be reheated? 


Mr. Ritchie: That is right. We solidified it 
and then when we wanted to market it we 
broke it up with jackhammers, put it on cars, 
and it was moved by rail. 


Mr. Byrne: And you are proposing now to 
use a slurry—that is, it will be crushed again 
and put into a pipe line together with some 
other hydrocarbons. 


Mr. Ritchie: Mr. Byrne, at this stage I am 
not sure that I should be telling you some of 
our research techniques but let me say. that 
part of our research is taking the sulphur 
from the plant in such a way that it will go 
in to the liquid phase in a slurry form. So it 
will not have to be crushed, and this will 
assist Mr. Deachman. Of course he is not at 
the plant level; he is out in Vancouver. 


Mr. Byrne: Could it not be transported in 
that form by ship to the ultimate market. 


Mr. Ritchie: In liquid phase? 
Mr. Byrne: Yes. 


Mr. Ritchie: Yes, it would be practical; but 
there are no ships built for it. You have to 
have a ship that is jacketed and heated. 
Sulphur is quite susceptible to change from 
liquid to solid phase upon very little temper- 
ature variation. You have to have a ship that 
can be kept hot all the time. This is not only 
possible, but I think that in future this is the 
way in which sulphur will be moved. 
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Mr. Byrne: Therefore, you foresee no pos- 
sibility of being able to escape the necessity 
of bringing it back to its solid form at the 
point of departure? 


Mr. Ritchie: In the short term, no. 


Mr. Byrne: Where is sulphur obtained by 
these other producers on the North American 
continent. Is it from natural gas, or from 
deposits? 


Mr. Ritchie: In the Gulf Coast the sulphur 
resident in natural gas is in the elemental 
stage. Elemental sulphur is there in deposit, 
just as salt is found in deposits. I have never 
seen one of the processes, but it is a matter 
of putting liquid down a pipe line, bringing 
out the sulphur that is dissolved and recon- 
stituting it. If you are really interested in 
this, Mr. Mims, who has been in Texas, may 
be able to tell you first-hand. 


Mr. Byrne: Perhaps it is not relevant. Does 
the natural gas in the United States, which is 
also marketed extensively on the coast area, 
contain sulphur? 

Mr. Ritchie: Their natural gas does not 
have the H.S content of our natural gas. We 
have a number of natural gas fields in Cana- 
da that are relatively sweet, you do not have 
to clean it up and build a sulphur plant to 
make the gas marketable. However, there is 
a certain area, particularly in Southern Al- 
berta, where there is so-called sour gas. As a 
matter of fact, there are fields that have such 
a high percentage of H.S that you really 
have a sulphur mine in gaseous form. We have 
such a field ourselves, which we have not 
developed, which is really as a percentage, 
almost all H.S. 


Mr. Byrne: Would it not be more economi- 
cal to transport that gas in the gaseous form 
to the tidewater and process it there? 


Mr. Riichie: Yes, this is a point. Mr. Can- 
telon would not agree with this, of course, 
but as a matter of fact some research was 
done some years ago by the Pembina people 
on moving H.S by pipe line. 


H.S is a very poisonous gas. A small per- 
centage of it will kill you almost at once. You 
can rarely smell it. If you can smell it you 
are all right, but it is only a very small 
percentage that you can smell. I am not sure 
what the percentage is. If a relatively small 
percentage attacks your nostrils and you can- 
not even smell it it will kill you almost 
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instantly. If you ever had a pipe line break it 
would be worse than chlorine gas. It was for 
this reason that the proposal was abandoned. 


Their proposal was to have two pipe lines, 
one containing the H.S gas and another 
around it containing oil, so that it would be 
fully protected, in their view. However, this 
eould still be particularly hazardous if you 
had a mountain slide, or something like that. 


Mr. Byrne: Mr. Deachman was greatly 
concerned—I think quite justifiably—about 
the possibility of pollution on the Pacific 
coast in the harbour area. Is your proposed 
destination the Robertson Banks area or the 
Vancouver area? 


Mr. Ritchie: We really have an open mind 
about where it might be. As a matter of fact, 
we would be happy to learn what is going to 
happen ait Robertson Banks. Our studies, I 
can assure you, will give full consideration to 
whether it should be Robertsons Banks or 
the Vancouver harbour area, or elsewhere. 


Mr. Byrne: What are the rates at the pres- 
ent time? You are shipping almost eh 
sively by CPR, I suppose. 


Mr. Ritchie: Both CP and CN; but more CP 
than CN. 


Mr. Byrne: Are they negotiated rates? 
Mr. Ritchie: N 0, they are not negotiated. 


Mr. Byrne: Notwithstanding the definition 
in the Railway Act, do you consider yourself 
a captive shipper, in any... 


The Chairman: That is a different matter. I 
know the concern you have, but we are get- 
ting rather far afield. I would like to have all 
members back discussing the purposes of the 
Bill. They have been given plenty of latitude.. 


Mr. Byrne: Of course, there is the question 
of economics and whether the Bill should be 
passed... 


The Chairman: Yes, I realize that, but that — 
is not our problem at this particular time. 


Mr. Byrne: I think Mr. 
prepared to answer that. 


The Chairman: Yes; but we may even 
have to ask Mr. Ritchie to come back to the 
Bill. It is very interesting information, but 
our purpose is to examine the Bill itself. 


Ritchie would be 


Mr. Byrne: Of course, one of the purposes 
of discussing this Bill is to determine the 
economics of transportation... 


November 23, 1967 


The Chairman: I am sure Mr. Ritchie 
would not have presented this Bill if it was 
not more economical for him. However, you 
understand what I am getting to, Mr. Byrne? 


Mr. Byrne: Just this one question, then: 
Would you identify yourself as a captive 
shipper, notwithstanding the definition of 
the... 


Mr. Riichie: Oh, I think this is a fact. 
There is no competition. You can either carry 
it by hand, or by truck, or ship by rail. There 
is no other way of getting it there. 


The Chairman: Mr. Andras? 


Mr. Andras: Mr. Ritchie, from an answer 
to an earlier question I got the impression—I 
want you to confirm it or otherwise—that 
potash is very similar in the sense that if it 
were being carried by pipe line it would be a 
slurry pipe line. Is that correct? 


Mr. Ritchie: It could be. 


Mr. Andras: Was it the implication that, 
with the pipe line you are proposing, if there 
were a source of potash reasonably. close by 
you could put sulphur in a batch and potash 
through the same pipe line. 


Mr. Ritchie: This is a different area of 
research, Mr. Andras, but, yes, I think that 
would be quite feasible. 


Mr. Andras: How far from the point of 
origin of your proposed pipe line is Ester- 
hazy, for instance? 


Mr. Riichie: It is a good long way away. 
Mr. Andras: 200 miles? 

Mr. Ritchie: I think it is further than that. 
An hon. Member: I would say 500 miles, 
Mr. Andras: Five hundred miles? 


Mr. Ritchie: There are two areas, as I 
understand it, of potential potash production. 
One is at Esterhazy, and the other is in the 
Saskatoon area. They are both a long way 
from Calgary. 


Mr. Andras: Would it be feasible, if or when 
this goes through, that at some later stage it 
could become a common carrier in the sense 
that there could be an extension from the 
potash deposits to your origin point? 


Mr. Ritchie: It would be feasible, except, 
Mr. Andras, that if you had a potash facility 
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you would have to design it in at the incep- 
tion; because I do not see that there would 
be the capacity to carry a substantial amount 
of potash and the sulphur. 


Mr. Andras: In other words, the capacity 
will be pretty well taken up by your 
sulphur? 


Mr. Ritchie: I think you would end up by 
what we in the industry call looping. You 
would have to have a second line unless you 
designed it in the initial stage. 


Mr. Andras: Yes. What I have in mind, of 


course, is the obvious parochial interest in 


the potash deposits, because we have potash 
shipments to the Lakehead now; and it. also 
gives access to deep sea vessels there, as well 
ultimate objective—getting to 


You-and I had some private discussions 
about this, but, just to explore it further, do 
your economic studies and research indicate 
that at some stage it might be feasible to 
have a potash pipe line, whether slurry or 
otherwise, from Esterhazy to the head of the 
lakes? 


Mr. Ritchie: Yes; I think this would be 
feasible. 


Mr. Rock: Mr. Ritchie, how many compa- 
nies of sulphur does Shell own or is finan- 
cially involved in directly or indirectly? 


eo (11:30 a.m.) 


Mr. Ritchie: In Waterton it is 100 per cent. 
This is the largest producer of sulphur that 
there is in Canada. There are a number of 
other companies. At Harmatton Elkton there 
is a plant; at Crossfield there is a plant; at 
Okotoks there is a plant. I can get this infor- 
mation for you. 


Mr. Rock: Is this all in Alberta? 


Mr. Ritchie: Oh, yes. This is all in Southern 
Alberta. 


Mr. Rock: No, I am satisfied with this 
answer that you are involved in many com- 
panies, not just one; that is what I wanted to 
know. How many pipe line companies is 
Shell, directly or indirectly, financially 
involved in at present? 


Mr. Ritchie: I am not sure that I can tell 
you. 


The Chairman: Mr. Rock, are you thinking 
of oil pipe lines or.., 
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Mr. Rock: Mr. Chairman, I am leading to 
something that is very important. 


The Chairman: I am asking: is it oil pipe 
lines or commodity pipe lines? 


Mr. Rock: All kinds of pipe lines. 


Mr. Ritchie: Well, there are no commodity 
pipe lines in Canada. 


The Chairman: No, it is oil. 


Mr. Ritchie: As far as oil pipe lines are 
concerned, let me see; I cannot name them 
all, sir. But there are Trans Mountain, Inter- 
Provincial, Portland Montreal, Trans North- 
ern, Sun Canadian, Peace River, Westspur 
Producers... 


Mr. Rock: So there are quite a few of 
them, then. This is what I want to know. 
How many of these run to the West Coast at 
the moment? 


Mr. Ritchie: Only Trans Mountain. 


Mr. Rock: Trans Mountain. Is this slurry 
form liquid that you were talking about in 
your brief actually oil? 


Mr. Ritchie: Not 100 per cent oil as you 
know it. But if what you are getting around 
to is whether this could be moved through 
Trans Mountain, the answer is yes. 


Mr. Rock: This is what I wanted to know. 
Therefore, why are you actually asking for a 
new oil pipe line under the cover of, say, a 
solid pipe line? 


Mr. Ritchie: That is a good question. First 
of all, Trans Mountain is a system with a 
large capacity line. I happen to be the Com- 
pany’s Director on Trans Mountain, so I am 
a bit aware of its facilities. Its pumps and 
capability and so forth are not designed to 
move slurry. Obviously if you moved it 
through you would have to do it in a batch 
system and we think if Trans Mountain did 
this you would end up by having a separate 
looped line along the whole system. And in 
fact, to move up the sulphur to Edmonton 
and through a new line would end Up voy a 
longer pipe line than we are proposing to put 
in. 


Mr. Rock: I understand. Thank you. 


Mr. Deachman: Mr. Chairman, I 
move, seconded by Mr. Allmand... 


now 


The Chairman: Wait a minute, Mr. Deach- 
man, before we make motions. We are not on 
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the clauses just yet; we are only on general 
discussion. 


Mr. Deachman: Yes. 


The Chairman: We want to ask a few 
other questions before we make a motion. 


Mr. Deachman: I will raise this at the 
proper time when I want to. I have an 
amendment here in respect of pollution—a 
very simple one—and I will raise that... 


The Chairman: I want to raise a question 
with you on that before you move that 


motion. I can only discuss that after the 
motion. Anyway, are there any other 
questions? 


Well, then, we will get down to the clauses 
of the Bill. Mr. Burke-Robertson has some- 
thing to say on this pollution matter. I guess 
he will do it now because there is nothing in 
the Bill... 


Mr. Burke-Robertson: Mr. Chairman and 
gentlemen, there are two things that occur to 
me in connection with the proposed motion. I 
realize that it has not been made yet, Mr. 
Deachman, but I gather your proposal will 
relate to some provision in the Bill to make 
the company subject to provincial anti-pollu- 
tion laws. 


Mr. Deachman: No, that is not the purpose 
of it. 


Mr. Burke-Robertson: Well, may I just say 
this on the whole subject on anti-pollution. 
One thing is*that if itis put in this Bill-ane 
not in the others, it appears on the surface to 
be discriminatory. But the second point, and 
the more important one by far, is that it 
seems to me that under heading 15 of section 
92 of the BNA Act this whole question of 
legislation with respect to anti-pollution is a 
matter that the provinces would very jeal- 
ously guard, as they guard all their fields of 
legislation. It seems to me that this company, 
as well as all other companies, is completely 
subject to whatever legislation is passed by 
any province with regard to pollution. It 
would be quite superfluous to insert a provi- 
sion of that kind in this particular Bill, 
because it surely applies to all companies. 


Mr. Deachman: Mr. Chairman, we are not 
at the clause yet, and I think, as you proper- 
ly pointed out, that that should be a subject 
for debate when the clause is moved. 


The Chairman: All right, we will get on to 
clause 1. 
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Mr. Deachman: I think we could let it go 
until we have clause by clause reading. 


Clauses 1 and 2 agreed to. 


On clause 3—Capital stock. 


Mr. Cantelon: As there is no par value 
stated for the shares and because charges are 
levied on the dollar value of the capital 
stock, I move that for the purpose of levying 
the charges provided by Standing Order 
94(3), the proposed capital stock consist- 
ing of ten million shares without nominal 
or par value, be deemed to have an aggre- 
gate value of one hundred million dollars 
($100,000,000.00). 


Mr. Lessard: I second the motion. 
Amendment agreed to. 

Clause 3 as amended agreed to. 
Clause 4 agreed to. 


On clause 5—Legislation relating to pipe 
line applicable. 


Mr. Deachman: Mr. Chairman, I move that 
clause 5 be re-numbered clause 5(a), and that 
a paragraph numbered 5(b) be introduced as 
follows: 

The company will have the responsi- 
bility to introduce all measures and 
devices necessary to curtail and prevent 
undue pollution of water, air and soil in 
the areas where the pipe lines and 
associated plants and machinery operate. 


Mr. Allmand: I second the motion. 
Mr. Rock: Mr. Chairman... 


The Chairman: Wait a minute, Mr. Rock, 
let me get this motion done first. 


Mr. Deachman: I wonder if I might have 
just a word or two before... 


The Chairman: Could you make it very 
short, Mr. Deachman, because you went into 
it pretty fully before. 


Mr. Deachman: Mr. Chairman, I want to 
deal first of all with the question of whether 
or not the clause is discriminatory. It is true 
that it has not been introduced in the pipe 
line bill before, but if that argument were 
applied to every clause that is raised, every 
amendment that is raised in respect of a pipe 
line bill and were accepted, we would have 
no way of amending pipe line bills, and all 
pipe line bills would be exactly the same as 
all other pipe line bills. What I say is simply 
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that we certainly can improve upon pipe line 
bills by the introduction of amendments and 
change the nature of them. 


@ (11:40 a.m.) 


The second point I want to make is that in 
the field of pollution, if this problem is going 
to be faced up in Canada, there must be the 
introduction of clauses which point out to 
companies that are contemplating new struc- 
tures the responsibility for anti-pollution 
measures. And working back from that, that 
we gradually get on top of the question of 
pollution. When we come to the question of 
whether or not this is ultra vires the consti- 
tution, because it falls within the realm of 
the provinces or cities, I think the clause 
does no more than point to responsibility and 
surely the federal government has a right to 
point to responsibility in something as highly 
in the national interest as this. In drafting 
this clause we deliberately made it as general 
as possible and I do not think we have been 
harsh with the company, we have merely 
said that it must face up to its responsibility 
to protect the people of Canada from pollu- 
tion. I submit that no company which is 
building a new structure in Canada has any 
right to poison the air people breathe, poison 
the water they drink and use and pollute 
their land and their soil and I ask that this 
clause be included to remind them and to 
remind all these companies of the real 
responsibilities in this area. 


Mr. Allmand: I just have two points, Mr. 
Chairman. First, you will note that the 
amendment states “undue pollution’. This is 
a word that is used in other statutes of this 
kind and, as Mr. Deachman pointed out, it 
provides a certain amount of flexibility. In 
other words, we do not want to see this 
company pollute the water, air or soil to the 
extent that it would be dangerous or harmful 
and that is why we used the word “undue’’. 
With respect to the constitutional argument, 
companies of this nature are under the juris- 
diction of the federal parliament. Otherwise 
they would not come before us for enact- 
ment. 


The Chairman: That is not so, Mr. All- 
mand. Just to clarify it for you, this is not a 
federal company. However, we will get into 
that later. 


Mr. Allmand: The company is asking the 
federal parliament to incorporate it, and I 
think Mr. Deachman said... 
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The Chairman: It is only a federal charter 
because it crosses provincial boundaries. 


Mr. Allmand: That is right, it is because it 
is crossing interprovincial boundaries. With 
all due respect to the counsellor who spoke to 
us earlier, I do not think it does violate the 
constitution. I feel we have the right to 
introduce provisions such as this with respect 
to corporations that are incorporated under 
federal legislation. 


Mr. Rock: Mr. Chairman, it is very difficult 
to implement pollution measures when a 
company has been formed for years. Howev- 
er, I feel that it is our duty as Members of 
Parliament to impose anti-pollution clauses 
on all new incorporations in order that in the 
future they refrain from polluting the air, 
water and soil. I think it is our duty as 
Members of Parliament today to do this for 
the future. 


Mr. O'Keefe: Mr. Chairman, I certainly 
agree completely—or almost completely—with 
my friend Mr. Deachman. Mr. Jamieson will 
know the very famous man to whom I am 
referring who once said that if a certain 
thing was not done it should have been done, 
and if this has not been done it certainly 
should have been done. I am not quite sure 
of Mr. Allmand’s qualification respecting “un- 
due” pollution. I do not believe, Mr. Chair- 
man, that we want any company anywhere to 
pollute our land, our water or our air at all. 
I believe any action, or even any suggestion 
of action, by this Committee or any Commit- 
tee of the House of Commons in this area 
is good. 


Mr. Stafford: As a lawyer I agree that the 
clause is extraneous. The company is already 
subject to provincial laws relating to pollu- 
tion. For example, in Ontario we have pollu- 
tion laws, which you have already read, that 
were passed. The OWRC has control over 
any pollution of water and an application 
can be made and an investigation carried out 
at any time. I believe if we feel that the 
federal government has the power to pass 
those laws, we should pass a general pollu- 
tion law which will apply to all companies 
and not just pick out one like this. 


Mr. O'Keefe: It is a beginning at least. 


Mr. Stafford: No, I do not feel it is a 
beginning at all. I think by putting it in here 
we are isolating a point, and I cannot agree 
that it should be in here. I am looking at it 
as a lawyer. Perhaps for the sake of public 
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opinion some of you may think we should 
put it in but I agree with Mr. Burke-Robert- 
son, that we are putting in a clause which is 
extranecus as far as this particular act is 
concerned and if we are so intent on doing a 
job I think we should go the whole way and 
do a real job. 


Mr. O’Keefe: It is not public opinion, it is 
public interest. 


Mr. Orlikow: As a non-legal member of 
this Committee I want to ask if this amend- 
ment is included, and I like the principle, 
what protection will it give and how would 
this protection be exercised? I do not think 
that Shell would deliberately want to pollute, 
but let us assume for the moment that there 
is pollution or “undue pollution”, whatever is 
the exact term, how would a municipal coun- 
cil or an individual citizen proceed if it is in 
the act? It may be, as Mr. Stafford said that 
it is a good thing because it is an expression 
of our desire, but I would like to know in 
what if any practical way this thing would 
operate? 


Mr. Stafford: What I was getting at is that 
in the different provinces there are presently 
laws relating to this and in Ontario one thing 
you. can do is complain to the OWRC if there 
is any pollution— 


Mr. Jamieson: What is the OWRC? 


Mr. Stafford: The Ontario Water Resources 
Commission, and I think all of us receive 
leaflets every month which contain the dif- 
ferent fines that are levied for a violation of 
this Act. 


Mr. O'Keefe: But we have pollution. 


Mr. Orlikow: I have been to places like 
Sudbury and I have seen the pollution and if 
that is the only protection we have I am not 
very enthused about what is being done. Per- 
haps Mr. Deachman could explain to me 
what he has in mind about how this could be 
used if it is in there. 


The Chairman: As far as the legal end is 
concerned, my personal opinion is as it was 
expressed by Mr. Burke-Robertson or Mr. 
Stafford, that it is very superfluous and it is 
very subject to constitutional problems I feel 
that the constitutional argument itself is 
sound. We are all very concerned about the 
problem which Mr. Deachman has raised but 
I feel, as Mr. Stafford stated, that if Parlia- 
ment is concerned, as we are stating, then 
the general act should be passed, but it 
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should not be put into one particular compa- 
ny whose enforceability of it is nebulous 
because a provincial jurisdiction enforces it. 


. Mr. Rock: It is considered as a nuisance. 


The Chairman: Mr. Rock, let me finish, 
please. I am giving you my personal opinion. 
Another thing is that I am wondering right 
now if the motion is out of order and is not 
relative to this bill that we are dealing with 
in any way whatsoever or if the amendment 
is not in order. I would like to hear some 
discussion on the matter of whether this 
motion is in order or not. 


Mr. Byrne: Mr. Chairman, I am not a 
lawyer, and certainly not a_ constitutional 
lawyer, but at least I think that if this sec- 
tion were included in the act it would cer- 
tainly be discriminatory in that we would 
impose upon this company the undertaking 
of certain responsibilities that we have not 
included in other acts and that a general act 
having to-do with pollution—if the federal 
governement has the right under the consti- 
tution—is the proper method of approaching 
this problem. Certainly—it would difficult to 
determine what is “undue pollution”. After 
all, if there is sulphur in the vicinity some- 
one is going to smell sulphur. It may be that 
someone struck a match but it could be 
blamed upon the Company for having dis- 
seminated solid sulphur into the air. Provin- 
cial governments do have regulations. Mr. 
Ritchie has explained that in so far as their 
Company is concerned the processing will not 
contribute to pollution of either air or water 
Since all of the materials moving through the 
pipe line are materials which can be used in 
the various processes. I think it would be 
quite improper, if they are not out of order. 


® (11:50 a.m.) 


The Chairman: Gentlemen, I am going to 
ask the Clerk to have Mr. Ollivier come 
down. I am going to ask you to stand clause 
5 at the present time so we can go on with 
the rest of the Bill. 


On Clause 6—Power to construct and oper- 
ate pipe line. 


Mr. Cantelon: I have an amendment to 
propose on clause 6. I move that we strike 
out the words “solids, liquids and gases, or 
any of them” in clause 6, lines 29 and 30 and 
insert therefor the words “sulphur in any of 
its forms”; and in lines 34 and 35 that we 
strike out “any solids, liquids and gases or any 
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of them” 
ssurpniur™ 


and insert therefor the word 


The Chairman: Do we have a seconder for 
the motion? If not, I cannot accept the 
motion, Mr. Cantelon. 


Mr. Canielon: Well, if nobody wants to 
second it. 


Mr. Rock: I move that the following words 
be added after the last word “facilities” in 
clause 6, subclause (a) “for the purpose of its 
undertaking”’, . 


Mr. Jamieson: I second the motion. 
Motion agreed to. 


The Chairman: Mr. Ritchie and the Com- 
pany have no objection to that amendment. 


Mr. Jamieson: Mr. Chairman, clause 6(a) 
makes reference only to the Radio Act. Would 
that not also apply to the Broadcasting Act? 


The Chairman: This clause says ‘and any 
other statute relating to radio, microwave or 
television”, Mr. Jamieson. 


Mr. Orlikow: Mr. Chairman, before you 
pass clause 6 may I say that although I am 
not going to repeat the arguments that I 
made earlier in the meeting I do want the 
members of the Committee and the represent- 
atives of the Company to know now, 
because I would not want them to feel later 
that by my letting this through I have 
changed my mind, that if and when this 
comes before the House there will be consid- 
erable difficulty in getting it through. 


The Chairman: Mr. Orlikow, that is anoth- 
er stage. Let us not make any threats. You are 
free to do whatever you want to do in the 
House. 


Mr. Orlikow: I just wanted to make that 
statement. 


The Chairman: This Committee is con- 
cerned only with the Bill before it at the 
present time. Everyone who comes before 
Parliament with a bill takes chances. 


Mr. Rock: Mr. Chairman, when Mr. Orli- 
kow made his statement before you said that 
we would be... 


The Chairman: Mr. Rock, please make 
your statement very short because we want 
to get on with our work. 
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Mr. Rock: I would like to know from Mr. 
Orlikow whether he is in favour of having 
the CN and CP run all the pipe lines in 
Canada or whether he is only against them 
having competition with the _ railway 
companies. 


The Chairman: Let us not get into a 
debate. If Mr. Ritchie wanted to get into it 
we could have a long debate. 

Clause 6 as amended agreed to. 

Clauses 7 to 10 inclusive agreed to. 


The Chairman: We are now back to Clause 
5 and Dr. Ollivier is coming down. Mr. Rit- 
chie, perhaps you would like to say some- 
thing on this amendment by Mr. Deachman. 


Mr. Rock: Maybe we should wait for Dr. 
Ollivier. 


The Chairman: This has nothing to do with 
the legal point; this is strictly on the matter 
of pollution. 


Mr. Ritchie: Mr. Chairman, I think to be 
against this amendment is like being against 
motherhood. Quite apart from the legal 
aspect, I am sympathetic with Mr. Deach- 
man’s concern and I can tell you categorical- 
ly that it will not make one iota of difference 
to what we do process-wise whether you 
have the clause in or not. I am inclined to 
agree with the Chairman and our counsel, 
that it is not really appropriate that it should 
go in. I can think of so many processes and 
areas in which this does not apply that it 
seems incongruous that you should take this 
one facility as a starting point. 


Mr. O’Keefe: Perhaps we could make it 
retroactive for the others. 


Mr. Deachman: Mr. Chairman, I think 
everybody who is concerned with pollution 
who is a member of the Legislature, or of 
Parliament, or of a city council, understands 
how difficult it is to come to grips with the 
problem from a legislative standpoint at all, 
but it is so serious in areas of major popula- 
tion everywhere in Canada that ways must be 
found of coming to grips with it. I quote to 
you an old Chinese proverb which says “A 
journey of a thousand miles begins with a 
single step”. I ask you just this simple ques- 
tion: Is it really impossible for Parliament to 
write into a private bill an expression of its 
concern for the principle of that bill to safe- 
guard the public from pollution? 
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Mr. Ritchie: Mr. Ritchie, I am not a lawyer 
and I really should not even reply to what 
you said, but I think that the answer is this: 
Is it appropriate that step number 1 be taken 
in this Bill? I would think that it really is 
not. I agree, and I think that if you can have 
a pollution act this would be good. 


An hon. Member: This may be going in the 
wrong direction. 


The Chairman: I have explained to Dr. 
Ollivier the clause of the Bill we are dealing 
with now and the proposed amendment he 
has. I would like to call upon Dr. Ollivier to 
give his opinions on the constitutional, legal 


and irrelevant arguments’ against this 
amendment. 
Dr. P. Maurice Ollivier (Law Clerk and 


Parliamentary Counsel): I must say first that 
I have not had sufficient notice to fully 
understand the whole problem but there are 
two or three points that come to my mind. 


The first point is that a private bill first is 
introduced on a notice. I have not seen the 
notice for this Bill but I doubt very much 
that it covers the point that you have in 
mind, and even if it were simply for that 
reason the amendment would be irrelevant. 


The second point is that there is the ques- 
tion of jurisdiction. It may well be that many 
problems relating to pollution are federal. I 
suppose, in international waters or interpro- 
vincial waters, it would be irrelevant but it 
would not apply in those questions of pollu- 
tion where only the provinces have jurisdic- 
tion. Thirdly, on the whole, I am not sure 
that it would be irrelevant to the Bill itself; 
and fourthly, I am not sure that they do not 
already have powers to provide that, even if 
it is not mentioned in the bill, they can 
attend to pollution of their own operations. 
From what I read there you are not forcing 
them to do anything. 


e (12 noon) 


The Chairman: Mr. Rock, you have a ques- 
tion? 

Mr. Rock: Yes; I would like to put a ques- 
tion Dr. Ollivier. Although you believe this to 
be a provincial jurisdiction other than in 
international waters, do you not feel that 
pollution is also a nuisance, and, being a 
nuisance, comes under the Criminal Code... 


Mr. O’Keefe: And a health hazard. 


Mr. Rock: No, health would also become 
provincial. This is why I am saying it is a 
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nuisance. It is a nuisance to pollute water, 
air and soil—it is a nuisance to neighbours 
and a nuisance to other people. Therefore, as 
a nuisance, do you not feel that we have 
jurisdiction to impose this clause in this Bill? 


Dr. Ollivier: Well, I do not think that gives 
you jurisdiction. If, as you say, it is already 
covered by the Criminal Code, which I doubt 
to a certain extent—I am not sure that itisa 
crime—you are not adding anything by put- 
ting that amendment there, because you are 
not providing any penalty. 

Apart from that I do not see how you can 
put Criminal Code provisions in a private 
bill. 


Mr. Rock: No, Dr. Ollivier. Mr. Chairman, 
I would like to continue on this. I will put it 
this way, that I believe that creating a nui- 
sance could be controlled by federal 
legislation. 


Dr. Ollivier: But you are not creating a 
nuisance there. 


Mr. Rock: We are... 


Dr. Ollivier: 
amendment. 


Mr. Rock: Well... 


Not the way I read the 


Dr. Ollivier: You say that they will have 
the responsibility of introducing all those 
measures. If it is already a nuisance defined 
by the Criminal Code they are already 
obliged by those sections of the Code. You 
are not adding anything by... 


Mr. Rock: It is actually covered by a sec- 
tion in the Code... 


Dr. Ollivier: You have said that they will 
have to observe the law and that they have 
the responsibility of bringing in measures 
and devices necessary to curtail what you 
consider to be a nuisance. 


Mr. Rock: Has the federal jurisdiction got 
anything to do with nuisance? This is what I 
will ask you. Can we, as a federal authority, 
govern nuisances? 


Dr. Ollivier: You can make a crime of 
something that is immoral and something 
that is criminal, but... 


Mr. Rock: I am sorry, Mr. Chairman, but I 
cannot hear a word the doctor is saying. 


The Chairman: May I have a little order, 
please, because I want to draw this to a close 
pretty soon. 
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Dr. Ollivier: You can make a crime of 
something that is really immoral or criminal, 
but you can make it by amending the Crimi- 
nal Code. You cannot create a crime in a 
private bill. You could exempt them, perhaps, 
from those nuisance clauses, but you cannot 
force them to obey the law and to observe 
the law, as I understand it. I do not think it 
is relevant to the Bill, anyway. 


The Chairman: I have allowed as much 
latitude as possible on this discussion. I am 
goings to! <3 


Mr. Ailmand: I have a few points I want 
to meke. 


The Chairman: Just a question, Mr. All- 
mand; no statements. 


Mr. Allmand: You let Mr. Rock continue 


for quite a while. I will ask my question of 
Dr. Ollivier. 


Dr. Ollivier, is it not true that in our Rail- 
way Act and in our acts regulating air tran- 
sport we have regulations and rules enforc- 
ing safety regulations on railroads, airlines 
and other means of interprovincial transport 
to protect the public against measures which 
may be harmful to their health, etc.? 


Dr. Ollivier: In the general acts. 


Mr. Allmand: This is a Bill which deals 
with a very noxious substance—sulphur. Sul- 
phur is the main reason for this Bill. It is not 
an ordinary type of substance. Mr. Byrne 
said that when you light a match you put 
sulphur in the air, and be that correct, 
that is the reason for “undue pollution”. We 
feel that the pollution would have to be of a 
measure that would be harmful to health. 

I do not think because of those reasons, 
that this amendment is irrelevant. Does it not 
compare with the regulations that we have in 
other transportation bills enforcing safety 
regulations on those transportation facilities, 
airlines and railroads. Is it no a similar 
provision? 


Dr. Ollivier: There is the difference that 
the provisions of which you speak in the 
Railway Act and in other acts or provisions 
in general acts are not imposed on one corpo- 
ration in particular by a law of exception; 
they are provisions that apply to everyone, 
including these people. 

If you wish to stop pollution do not try to 
do it by putting provisions in each and every 
act respecting pipelines, or respecting any 
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other thing. You have to have a general law 
which would apply to everyone. 


The Chairman: Mr. Stafford will be the 


last speaker. 


Mr. Stafford: I just want to make one 
point which I mentioned earlier. We are all 
in favour of eliminating air and water pollu- 
tion but the only way we can do this is to 
take the pollution which would come under 
federal jurisdiction and pass a statute with 
the appropriate penalties. Because to make 
this effective we would have to have the 
proper penalties in the act; and it would be a 
rather isolated instance of pointing at one 
company rather than at al! of them. Is that 
not right? 


Dr. Ollivier: Yes I would think so. Other- 
wise, under pretext of amending this act, you 
are bringing in colourable legislation to 
amend the Criminal Code. 


The Chairman: Dr. Ollivier and members 
of the Committee, thank you. 
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As I said, I wanted to give as much. lati- 
tude as possibile to the discussion on this 
amendment, but my view on it, after hearing 
discussion and having assured myself, is that 
the motion is irrelevant and out of order. I so 
declare, on the basis of the arguments put 
forward by Dr. Ollivier and others. 

Shall Clause 5 carry? 

Clause 5 agreed to. 

Preambie agreed to. 

Title agreed to. 


The Chairman: Shall I report the bill as 
amended? 


Some hon. Members: Agreed. 


The Chairman: I want to thank Mr. 
Burke-Robertson, and Mr, Ritchie for being 
with us again. We are adjourned until 
November 28 when we will consider two 
small pipeline bills, S-16 and S-17, which are 
of a very local nature and should not take us 
too long. 
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MINUTES OF PROCEEDINGS 


TUESDAY, November 28, 1967. 
(12) 


The Standing Committee on Transport and Communications met this day 
at 9.45 o’clock a.m., the Vice-Chairman, Mr. Lessard, presiding. 


Members present: Messrs. Allmand, Andras, Bell. (Saint John-Albert), 
Byrne, Cantelon,; Emard, Deachman, Howe (Wellington-Huron), Lessard, Mc- 
William, Nugent, Pascoe, Reid, Rock, Saltsman, Southam, Stafford— (17). 


Also present: see tection Sponsor of Bills S-16 and S-17. 


In attendance: From Cabri Pipe Lines Ltd., Mr. A. J. Cressey; from 
Vawn: Pipe’ Lines Ltd. ‘Mr. Robert Matheson, Qc: and Mr. R. W. McKimm, 
Parliamentary Agent. 


The Committee had for consideration Bill S-16, An Act to incorporate 
Cabri Pipe Lines Ltd., and Bill S-17, an Act to incorporate Vawn Pipe Lines 
Ltd. 


The Vice-Chairman called on the Sponsor who introduced the Parlia- 
mentary Agent, Mr. McKimm, who made brief introductory remarks. Mr. Mc- 
Kimm then introduced Mr. Cressey. 


Mr. Cressey responded briefly to questions of the Members regarding 
Bill S-16. 


Clauses 1 and 2 were agreed to. 


On Clause 3, on motion of Mr. Cantelon, seconded by Mr. Byrne, 

Resolved,—That, for the purpose of levying the charges provided by 
Standing Order 94(3), the proposed capital stock consisting of four million 
shares without nominal or par value, be deemed to have an aggregate value 
of four million dollars ($4,000,000.00). 


Clauses 3, 4, and 5 were agreed to. 


sé 


On Clause 6, Mr. Cantelon moved in amendment that the words ‘and 
solids” on line 32 be deleted. There being no seconder for the motion, it was 
withdrawn. 


Clauses 6, 7, 8, 9, 10, and 11 were agreed to. 


The Preamble, Title, and the Bill were agreed to, and the Vice-Chairman 
was instructed to report Bill S-16 to the House without amendment. 


The Vice-Chairman called Bill S-17, and introduced Mr. Robert Matheson, 
Q.C., who made an opening statement regarding the similarity of the Bills 
under discussion. 


After questioning, Clauses 1 and 2 were agreed to. 
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On Clause 3, on motion of Mr. Cantelon, seconded by Mr. Emard, 


Resolved,—That, for the purpose of levying the charges provided by 
Standing Order 94(3), the proposed capital stock consisting of four million 
shares without nominal or par value, be deemed to have an aggregate value 
of four million dollars ($4,000,000.00). 


Clauses 3, 4, and 5 were agreed to. 


On Clause 6 being called, it was moved by Mr. Cantelon, seconded by 
Mr. Saltsman, that Clause 6 be amended by deleting the words “and solids’’ 
from line 32. After debate thereon, the motion was negatived. 


Clauses 6, 7, 8, 9, 10, and 11 were agreed to. 


The Preamble, Title, and the Bill were agreed to, and the Vice-Chairman 
was instructed to report Bill S-17 to the House without amendment. 


At 10.40 o’clock a.m. the Committee adjourned to the call of the Chair. 


R. V. Virr, 
Clerk of the Committee. 


EVIDENCE 
(Recorded by Electronic Apparatus) 


Tuesday, November 28, 1967. 
@ (9:43 a.m.) 


The Vice-Chairman: Gentlemen, I see a 
quorum, We have for discussion this morning 
two bills, Bill S-16 and Bill S-17. The sponsor 
of the bills is Mr. Jorgenson and I would ask 
Mr. Jorgenson to present the guests this 
morning. 


[Translation] 

Mr. Emard: Before we start, Mr. Chair- 
man, I see that the brief which has been 
presented this morning is a rather technical 
one. I would have appreciated having a 
French copy of it. Its subject is very difficult 
for an English-speaking person to under- 
stand, so you can imagine how much more 
difficult it is for someone whose knowledge of 
English is limited. 


[English] 


The Chairman: 
French of this Bill? 


Do we have a copy in 


The Committee Clerk: Yes, Mr. Emard has 
it in front of him. 


[Translation] 


Mr. Emard: Excuse me I have another 
brief in hand. Could you do something about 
this one too, Mr. Chairman, since it is very 
difficult. 


The Vice-Chairman: Very well. Mr. Jorgen- 
son? 


[English] 

Mr. Jorgenson: Mr. Chairman and gentle- 
men, both these bills received second reading 
in the House of Commons on November 9, 
and prior to that were considered by the 
Senate Committee on Transport and Com- 
munications. This morning we have with us 
Mr. Ward McKimn, a barrister of the City of 
Ottawa, who is acting as parliamentary coun- 
sel for both of these companies, and I would 
ask Mr. McKimm to introduce the other two 
gentlemen representing the companies. 


The Vice-Chairman: Mr. McKimm? 


_Mr. R. W. McKimm (Parliamentary Agent): 
Thank you, Mr. Jorgenson. Mr. Chairman 
and hon. members, the first bill before you, 


dealing with Cabri Pipe Lines Ltd., has been 
prepared in the proper legal form and is 
virtually the same as other bills which have 
been before this Committee and have passed 
through the House. All advertising and 
affidavits, I am advised, have been filed and 
have been completed as required. 


As you will note in the Bill, its sponsors 
are all prominent Alberta executives, all well 
experienced in the oil and gas industry, 
including exploration as well as transporta- 
tion of oil and gas and their products. 


The President of Cabri is Mr. Stanley Mil- 
ner of Edmonton, who is President of Chief- 
tain Development Company Limited. He is 
very active in the West and prominent in 
other related companies, including the Blue 
Crown Petroleums Limited and Lloydminster 
Gas Co. Limited. 


The object of the Cabri bill is to authorize 
this company, if incorporated, to construct 
and operate a pipe line interprovincially 
between Saskatchewan and Alberta near 
Lloydminster. By virtue of the interprovin- 
cial aspect the requirement for federal incor- 
poration is obvious. 


The powers of the Company are, of course, 
to carry out these objects, subject to the 
approval and direction of the National Ener- 
gy Board under the powers vested in it by 
the National Energy Board Act. It is 
proposed that the Company be controlled and 
owned entirely by Canadians, and _ be 
financed by Canadians. 


With those very brief comments, it is my 
privilege to introduce to you, first of all—and 
I am dealing only with Cabri, if that is 
convenient to the Committee—Mr. John 
Cressey from Edmonton, who is counsel for 
the Company, and lawyer expert in this field, 
if not in other fields. I am sure Mr. Cressey 
will be able to answer any specific questions 
that you may have relative to this Bill. 


The Vice-Chairman: We have no brief this 
morning but I understand Mr. Cressey is 
going to give us a short briefing on the mat- 
ter. Mr. Cressey. 


Mr. A. J. Cressey (Cabri Pipe Lines Ltd.): 
The application by Cabri-Pipe Lines for an 
interprovincial charter is to enable Cabri to 
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construct a pipe line facility from wells in 
the province of Saskatchewan to transport gas 
across and through to the province of Alberta 
storage wells, to be used as a peak shaving 
device in the supply of natural gas to the city 
of Lloydminster and its surrounding area. 

The gas wells are produced at a uniform 
base all year round and the excess produc- 
tion of gas during the summer from the wells 
is put into storage wells in the province of 
Alberta, and then we draw down from that 
storage to meet the peak load situation dur- 
ing the winter, thus allowing production 
from an additional well. That essentially is 
the plan of the Company. 


Mr. Cantelon: First of all, Mr. Cressey, I 
am rather intrigued by the name. Why did 
you call it Cabri Pipe Lines? The only Cabri 
I know is quite a long distance away from 
Lloydminster, and it happens to be in my 
constituency. 


@ (9:50 am.) 


Mr. Cressey: Mr. McKimm pointed out that 
he was not sure about my qualifications in 
other fields, but I have been involved in pipe 
line business for some years,’ and I was 
engaged in the pipe line facilities constructed 
through Cabri. There is always the problem 
of seizing upon a name that has not been 
used in some other context by some other 
company in Canada, and I thought I was 
fairly safe in picking the very small com- 
munity of Cabri. 


Mr. Canielon: It is a very nice community. 
If the pipe line is as nice as Cabri it will be 
all right! . 

How large is this pipe line going to be? 
What will be the bore of the pipe? 


Mr. Cressey: The initial capacity we are 
looking at is that of a four-inch pipe line, if 
one well is producing; but it could well go 
well beyond that. 


Mr. Cantelon: How many miles do you 
intend to build to start with? 


Mr. Cressey: The additional distance be- 
tween Colony # 1 well and the storage facili- 
ty in the province of Alberta will be about 18 
to 20 miles. I cannot give you the exact 
footage of it. 


Mr. Canielon: It is very short, then? 


Mr. Cressey: Yes; but that is just the ini- 
tial well. The concept would grow beyond 
that. This is just what I am talking of 
initially. 
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Mr. Cantelon: Another thing that I am 
rather interested in—and this is something I 
have been debating with other people—is that 
although you tend, from what I gather, just 
to move gases, you are asking, carte blanche, 
to move gases, liquids and solids as shown in 
line 32 of clause 6. 


Mr. Cressey: Yes, this is correct. The reason 
for doing this is to enable the Company to 
have sufficient authority to be able to move 
the commedities that will be moved from the 
production areas in the oil and gas industry 
in the future. That is the simple reason, 


Mr. Cantelon: What disturbs me is that if 
we give every pipe line the right to move 
almost anything we may find in the future 
that there are so many pipe lines capable of 
moving solids that it will present a rather 
difficult problem for the Canadian Transport 
Commission to handle. 


Mr. Cressey: The National’ Energy Board, 
of course, will regulate what commodity the 
Company will be allowed to transport. inter- 
provincially. 


_ Mr. Cantelon: I understand that; but that 
still takes authority and control away from 
Parliament. This is what disturbs me about 
this particular premise. However, I could not 
get anybody to support my ideas on this in 
the past, and probably I will not today 
either. | 


These are all my questions, Mr. Chairman. 


Mr. Rock: You mentioned previously that 
you have been involved in many other pipe 
lines. How many pipe line companies are you 
involved in? 


Mr. Cressey: At the present time? 


Mr. Rock: Yes. Excuse me, you are the 
attorney for the Company? 


Mr. Cressey: That is correct. 


Mr. Rock: I see. You are not a shareholder 
in this company, then? 


Mr. Cressey: No, sir. 


Mr. Rock: Is the gentleman beside you one 
of the principals? 


Mr. Cressey: No, sir. 


Mr. Rock: He is with the other pipe line, 
Vawn. 


Mr. Cressey: He is making an application 
for Vawn Pipe Lines. 
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The Vice-Chairman: We have two pipe line 
companies before us this morning. 


Mr. Rock: Yes, I understand that, 
Chairman. 


Is there present anyone 
involved in this one? 


Mr. 


else who is 


Mr. Cressey: No, sir. 
Mr. Rock: Just you as the advocate. 
Mr. Cressey: That is right, sir. 


Mr. Reck: Are those who are the principals 
of this company involved in other pipe lines? 


Mr. Cressey: Yes, sir. 


Mr. Rock: Why are they forming this new 
company? They could go ahead through an- 
other company and get the same powers. 


Mr. Cressey: The other companies are pro- 
vincial pipe lines. This is interprovincial. 


Mr. Rock: This is the first time > they have 
asked for a federal charter? 


Mr. Cressey: Yes. They are not involved in 
federally-incorporated pipe lines. 


Mr. Allmand: Sir, you said that you were 
asking for more powers because it would 
be an interprovincial pipe line. I notice in 
clause 6 that you are also asking for powers 
for international pipe lines. 


Mr. Cressey: Yes; ne inbeimational feature 
has been included because it is very difficult 
to predict where the markets of the future 
will be and consequently it has been a stand- 
ard custom in the case of pipe line companies 
to loop them both interprovincially and/or 
internationally. 


Mr. Allmand: I notice that the powers that 
you are asking for in clause 6 go much 
beyond what you describe. The immediate 
object of the company would be to transport 
the product from Saskatchewan to the area 
of Lloydminster. 


Mr. Cressey: Yes. 


Mr. Allmand: Did you also ask for permis- 
sion to transport gas as liquids and solids? 


Mr. Cressey: Right. 


Mr. Allmand: And also for processing, 
refining, treating, etc., which is more than 
just a pipe line. 


Mr. Cressey: That is right. 
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Mr. Allmand: You want ail-embracing 
powers for this company to transport liquids, 
solids and gases; to process; and to ship to 
the United States; and so forth. 


Mr. Cressey: Yes, that is correct. 


Mr. Allmand: Do you know if the company 
has any plans to expand in this way? 


Mr. Cressey: We certainly would like to, 
but we have no fixed plan in this regard at 
this time. However, to operate a pipe line 
system, it is necessary to have certain addi- 
tional capacities; for example, if a producing 
gas well gets a high gas-oil ratio, or vice 
versa you automatically move from the trans- 
portation of a gas to the See TE Ne of a 
liquid. 


Mr. Allmand: A-final question. In clause 8 
you ask to exclude certain sections of the 
Canada Corporations Act from applying to 
this Bill. I do not have the Canada Corpora- 
tions’ Act with me. Could -you tell us just 
briefly what you are thinking of excluding 
from the Act? 


Mr. Cressey: Mr. McKimm has the sections 
here. - AR 


Mr. McKimm: Generally speeking, thése 
are rather nominal aspects of the -Canada 
Corporations Act; they do not deal with 
questions of power; they deal. with. matters 
such as—and I can go through them with 
you if you like—for example, the provision’ 
in this Act which does not require a director 
to be a shareholder is exempted from the 
provisions of this Bill; this Bill specifically 
requires that a director must be a sharehold~ 
er and must beneficially own that share. 
There are similar provisions of the Canada. 
Corporations Act to that type of provision 
which are specifically exempted in this Bill 
so that this becomes an all-embracing Bill 
when read with the final.section of the Cana- 
da Corporations Act. 


Mr. Allmand: You assure the Committee 
that there is nothing in these exceptions 
which affects the powers or the—no radical 
departure? 


Mr. McKimm: No, nothing whatsoever. 
Mr. Allmend: Thank you very much. 


Mr. Byrne: I was just wondering—of 
course you will be a common carrier. 


Mr. Cressey: Yes, sir. 
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Mr. Byrne: Either Westcoast Transmission 
Company Limited, or Trans-Canada Pipe 
Lines Limited may have been employed to do 
this transmission for you. 


Mr. Cressey: Yes. They have the corporate 
power to do so, subject to the approval of the 
National Energy Board and the provinces of 
Saskatchewan and Alberta in this case. 


Mr. Byrne: You are essentially becoming a 
corporate entity similar to Westcoast Trans- 
mission Company Limited and Trans-Canada 
Pipe Lines Limited. 


Mr. Cressey: The corporate structure, yes. 
Of course not any concept to that magnitude. 


Mr. Byrne: In future... 
Mr. Cressey: We would like to think so. 
Mr. Byrne: That is all. 


[Translation] 
Mr. Emard: Mr. Chairman, I would like to 
know whether this firm is a Canadian firm. 


[English] 

Mr. Cressey: Yes, certainly. All the share- 
holders are Canadian and it is our intention 
of remaining a Canadian company. 


[Translation] 
Mr. Emard: Are you in any way affiliated 
with American companies? 


[English] 

Mr. Cressey: I am not sure I know what 
you mean by affiliation. Certainly a large 
number of the producers in Canada are sub- 
sidiaries of American corporations, but there 
will be no corporate tie whatsoever between 
American companies and this company at 
this stage. 


The Vice-Chairman: Are there any more 
questions? 


Clauses 1 and 2 agreed to. 


The Vice-Chairman: On clause 3—Capital 
Stock. 


e (10:00 am.) 


Mz. Cantelon: I move that for the purpose 
of levying the charges provided for under 
Standing Order 94 (3) the proposed Capital 
Stock consisting of 4 million shares without 
nominal or par value, be deemed to be worth 
four million dollars, ($4,000,000.00). 


Mr. Byrne: I second the motion. 
Motion agree to. 
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Clause 3 agreed to. 
Clauses 4 and 5 agreed to. 


The Vice-Chairman: On clause 6—Power 
to construct and operate pipe lines. 


Mr. Cantelon: I move that on page 2, 
clause 6, line 32, we strike out the words 
“and solids”’. 


The Vice-Chairman: 
seconder, Mr. Cantelon? 


Do you have a 


Mr. Cantelon: As I have said before, I 
think the powers we are giving under these 
acts are too wide, and I am doing the same 
thing that I did with the last one. 


The Vice-Chairman: Do you have a sec- 
onder, Mr. Cantelon? I declare the amend- 
ment lost. 


Clauses 6 to 11 inclusive agreed to. 
Preamble agreed to. 
Title agreed to. 


The Vice-Chairman: 
Bill? 


Shall I report the 


Some hon. Members: Agreed. 


The Vice-Chairman: I will now call on Mr. 
Matheson on Bill S-17. Mr. Matheson, do you 
want to give a resumé? 


Mr. McKimm: Perhaps before Mr. Mathe- 
son speaks to you, I might just comment... 


[Translation] 

Mr. Emard: Mr. Chairman, I did not quite 
catch the name. Was it Matheson or 
Anderson? 


The Vice-Chairman: It was Matheson. 


[English] 

Mr. McKimm: The Bill respecting Vawn 
Pipe Lines Ltd., for your information, is 
exactly the same as the Bill respecting Cabri. 
It is drawn in exactly the same way and, as I 
indicated before, follows the same form of 
bill which has.been passed by this Committee 
and the House on previous pipe line cases. 
The advertising has been completed as 
required and reported to you. The incorpora- 
tors, again in this case, are all different peo- 
ple and there is no relation between the two 
companies Cabri and Vawn. They are not 
related companies, nor are the principals 
related. All of the principals are experienced 
businessmen who live in Edmonton and are 
Canadians. The object of this company is 
exactly the same, except that the purport of 
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this Bill would be to authorize the incorpora- 
tion of a company to carry the oil and gas 
products across an international boundary; 


that is, between Alberta and _ British 
Columbia. 
The Vice-Chairman: <An_ interprovincial 


boundary. 


Mr. McKimm: I am sorry, an interprovin- 
cial boundary. Thank you. 

The powers are exactly the same and the 
financing comments which I made earlier 
would be the same; that is, it is an entirely 
Canadian-owned operation. I would like to 
introduce Mr. Robert Matheson, also of Ed- 
monton, who is the counsel for this company 
and knowledgeable in the matter. I am sure 
that he will be able to answer all your 
questions. 


Mr. Robert Matheson, Q.C. (for Vawn Pipe 
Lines Lid.): Mr. Chairman and gentlemen, 
the basis on which this company was con- 
ceived was that in the northwest corner of 
Alberta there has been a tremendous addi- 
tional amount of exploration and develop- 
ment activity. At the moment, as you all 
know, the great bulk of the product that is 
produced in that area is going south and east 
in the Rainbow pipe line. We, as a group, can 
see that quite likely as the development gets 
closer to the west boundary of Alberta, it is 
going to be quite well worth while to be able 
to transport that across the Alberta-British 
Columbia boundary and tie into the existing 
pipe line facilities flowing south and into the 
Vancouver area, rather than to tie into the 
Rainbow pipe line. On this basis we felt that 
as a group of local Edmonton businessmen 
and knowing that this activity is going ahead 
we want to be in a position to be able to 
serve that mraket which is gradually devel- 
oping and move the product west rather 
than south through the facilities of the Rain- 
bow Pipe Line Co. Ltd. 


Mr. Cantelon: I would like to ask you 
somewhat the same questions I asked Mr. 
Cressey. How large do you intend to make 
the bore of this pipe line? 


Mr. Matheson: When the pipe line project 
was conceived it was tied into an exploration 
and development program that is in process 
at the moment. As a matter of fact, it is 
being drilled right now on this one parcel of 
land which we have knowledge. We sim- 
ply do not know how much production will be 
obtained. If we get production, whether it is 
gas or oil, then the field will have to be 
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defined. For the purposes of assessing this 
whole situation we were thinking in the range 
of a six inch pipe line, which could handle a 
very substantial volume. However, it will 
depend on our having located a natural gas 
or a crude oil field. 


Mr. Cantelon: How close will this pipe line 
be to the present pipe line of Rainbow Pipe 
Line Co. Ltd.? 


Mr. Matheson: The present Rainbow pipe 
line—I am now speaking of our concept of 
the northern portion of the Peace River 
block—will be about 120 miles west of the 
Rainbow pipe line, whereas our available 
transportation facilities in British Columbia, 
if we could tie into them would only be 
about 20 ton25 miles inside British Columbia. 
The well I am speaking of is only three miles 
from the B.C. border and it is 500 miles 
north of the international boundary. 


Mr. Cantelon: If I analyse what you have 
said correctly, altogether the pipe line will be 
less than 200 miles long? 


Mr. Matheson: The pipe 
conceive? 


line which we 


Mr. Canielon: Yes. 


Mr. Matheson: At the moment the facility 
we are examining, and which the company is 
available to develop, would certainly be less 
than that. At this time we are probably talk- 
ing about only 30, 40 or 50 miles, in that 
area, depending on how far east we have to 
go of the B.C. boundary to pick up the pro- 
duct and move into B.C. 


Mr. Cantelon: I think those are the only 
questions I have, Mr. Chairman. 


The Vice-Chairman: Mr. Howe? 


Mr. Howe (Wellington-Huron): This thought 
just occurred to me. Why does not the 
present incorporated pipe line that runs 
down through British Columbia come before 
this Committee and ask for an extension of 
their corporate powers in order to go over to 
the well that you are working on? It would 
appear as if there are going to be an awful 
lot of pipe line companies out there. 


’ Mr. Matheson: We, of course, very definite- 
ly hope that we can develop a pipe line as a 
Canadian facility. The group that I represent 
want to build, own and operate a pipe line 
and if we can get the necessary crude oil or 
natural gas, then we want-to be able to move 
our own gas. 
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Mr. Howe (Wellington-Huron): You did not 
get my point, Mr. Matheson. Vawn Pipe 
Lines Ltd. will operate from your well over 
to the pipe line that is running down through 


British Columbia. Is my understanding 
correct? 

Mr, Matheson: Yes, that is right. 

Mr. Howe (Wellington-Huron): I wonder 


why the pipe line that is at present in British 
Columbia did not request to come before this 
Committee or Parliament and ask. for an 
extension in connection with the incorpora- 
tion of their own subsidiary into Alberta? Is 
that possible? In order to cross the boundary 
they would have to come before Parliament. 


Mr. Matheson: I do not know. I think it is 
a provincial company, but at the same time I 
do not think they have foreseen the need. Of 
course, we hope they do not forsee it until 
we get our Own pipe line incorporated and in 
business. 


Mr. Byrne: That is Westcoast ‘Transmission 
Company Limited, is it not? « 


e (10:10 a.m.)- 


Mr. Matheson: Yes, it would be Westcoast 
Transmission, which deals in natural gas. 
However, there is a provincial company in 
British Columbia that transports crude oil as 
well, Western Pacific Products & Oil Pipe- 
lines Ltd. Westcoast Transmission transports 
natural gas and they about parallel as they 
go north through this particular area. As I 
say, we hope they have not seen and are not 
involved in the oil and gas exploration and 
development work in the northwest corner of 
the province of Alberta. 


The Vice-Chairman: Are there any further 
questions? Will Clause 1 carry? Mr. Emard? 


[Translation] 
Mr. Emard: Mr. Chairman, I would like to 


know to whom the oil well you intend to 
service belongs. 


[English] 

Mr. Matheson: The oil well that is present- 
ly being drilled is by Chieftain Development 
Co. Ltd., and it is about three miles east of 


the B.C. border in township 81, range 13, 
west of the 6th meridian. 


[Translation] 


Mr. Emard: Is this company a Canadian 
company? 


Transport and Communications 


November 28, 1967 


[English] 
Mr. Matheson: It is incorporated in Alberta 
and it is Canadian in all respects. 


Mr. Pascoe: I wondered if this applied to 
both companies. Would mostly Canadian 
materials be used for the pipe line and would 
they be Canadian companies that build the 
pipe line? 


Mr. Cressey: May I reply to that, sir? In 
the case of pipe line construction when one 
speaks of material one speaks essentially of 
steel. Steel and rolling pipe for pipe line 
construction in Canada is being bid on by 
mills in Canada, but there are certain foreign 
mills that are also bidding on the supply of 
pipe in Canada. Certainly line pipe is coming 
in .from. Japan and other countries at the 
present time. 


Mr. Pascoe: Can you give mea general 
idea how the prices borate? 


Mr. Cressey: I am sure in. some Fotos 
they are meeting the market price because 
they are selling some pipe, but I could not. go 
beyond that. 


[Translation] 

Mr. Emard: Mr. Chairman, I hope you 
understand our position when we insist that 
we would like to see Canadian companies 
authorized to provide transportation. Person- 
ally I believe that transportation companies 
are public services and I would like their. 
ownership to remain Canadian. 

[English] 

Mr. Matheson: This, of course, is what we 
want. I would like to point out that many of 
the pipe lines companies have been Ameri- 
can-owned and controlled and we feel there 
is a very definite need for Canadians to be in 
this business. This is one of the real reasons. 
you have two pipe line companies before you 
today. 


The Vice-Chairman: Does that answer your 
question, Mr. Emard? Are you finished Mr. 
Pascoe? Are there any further questions? 


Mr. Cantelen: Do you intend to have this 
pipe line cross into the Northwest Terri- 
tories? 


Mr. Matheson: No. 


Mr. Cantelon: I gather not at present, but 
could there be an extension into some of 
these new fields that are being developed in 
the Northwest Territories? Of course, your 
charter would give you permission to do that. 


November 28, 1967. 


«Mr. Matheson: That is “right, sir,and I 


hope, as the petroleum resources are there, 


that as the oil fields develop we will be in a 
position to transport the products which are 
produced, whethér it be in the Northwest 
Territories or Alberta. Obviously the hydro- 
carbon reservoirs do not respect boundaries 
and we merely want to be able to transport 
whatever is produced. : 


Mr. Cantelon: You see, we have no map to 
go by and I was just trying to orient exactly 
where this pipe line is. I realize it is in the 
northwest corner of Alberta and that it is 
going to cross into B.C. That is what you say 
you want to do at present. However, are you 
close enough to the northern boundary of 
Alberta that there isa possibility of your 
going into.some of these new fields that are 
being developed in the Northwest Territories? 


Mr. Matheson: The application, as present- 
ly conceived, is 270 miles south of the North- 
west Territories boundary, or, as they say, in 
Township 81, range.-13,; west of the 6th 
meridian, which is 270 miles south of the 
boundary; but the oil fields are being devel- 


oped down from the Rainbow trend and the 


whole area has become a very good hunting 
ground for Le gepebis and natural gas. Thank 
ink 


. Clause 1 and 2 pieced its 


On clause oe Capital Stock. 
Mr. Cantelon: I move that for the purpose 


of | levying. the, charges . provided. for under, 
Standing Order 94 (3). the ‘proposed Capital. 
Stock consisting. of..4.million shares without. 


nominal or par value, be deemed. to be ate 
four million (4, 000 000). 


: ~ Mr. Emard: I second the motion, . 
«Motion agreed to.” 2 
Clause 3 agreed oy 

“Clauses 4 and 5 agreed to: 


‘On Clause 6: ‘Power to construct and oper~ 


ate pipe lines. 


Mr. Cantelon: .Mr. Chairman, I make the 
same amendment. that. I made. previously,. 


that on page 2, clause 6, line 32, we strike 
out the words “and solids”’. 
Betas te far er tae 


‘The Vice-Chairman: 
seconder, Mr. Cantelon? 


“Mr. Saltsman: May T ask Mr. a for 


his'reasons for-that? © - 
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Mr. Cantelon: Every one of these pipe lines 
that have been placed before us in the last 
little while—as a matter of fact, for the last 
three of four years—have been asking, carte 
blanche, for power to move practically every- 
thing dnd under any circumstances. They can 
then move solids or anything else. The only 
control on them is that they have to go to the 
Board of Transport Commissioners, or the 
new Commission, or to the Energy Board to 
get permission to get out of a business which, 
in my view, changes completely when they 
move from liquids to solids. I do not think it 
should be the prerogative of the Transport 
Commission or of.the Energy Board to 
decide. Having in view all the economic 
implications, the decision should be the 
responsibility of Parliament through this 
Committee. 

Therefore, I would like to have these 
provisions stopped. We cannot very well 
remove them from the others, but we can 
stop extending them now. 


The Vice-Chairman: Order, please. Mr. 
Cantelon, if you have no seconder there is no 
motion, and I do not think discussion on the 
question should be allowed. Do you have a 
rma Mr. Cantelon? 


Mr. Cantelon: Yes. 
_ Mr, Saltsman: Twill second that.. 
The Vice-Chairman: Mr. Deachman? 


Mr. Deachman: I would like to speak on 
this motion. These people have appeared 
before us for the incorporation of a pipe line 
as a “common carrier..I see no,.reason_ for 
Parliament’s’ placing restrictions upon a com- 


* mon carrier and making it more difficult for 
the” @ommon carrier to do business. In my 


opinion we would only be throwing unneces- 


sary blocks in the way of a company which 


is‘ attempting to set up a corporation in the 
business-of carrying materials, whatever they 


““ may be, either in gaseous, liquid or solid 


form, through a pipe line. It’ would be ridicu- 
lous for us to say ‘that we were arbitrarily 
going to block the carrying of solids, just as I 
think it would be ridiculous. to say that we 
were not going to allow them to carry gas, 
but would Jet them carry liquids or solids 
through it. It would be equally ridiculous to 


. say that we would not let them carry liquids 


er through it, but would’ allow them to carry: 
i Do: oii have a: 


gases and. sotids.. Therefore, I «think. we 
should let it pass in the form‘in which it is, 
if we are going to allow the: Bill to pass at 
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The Vice-Chairman: Mr. Rock. 


e (10:20 a.m.) 


Mr. Rock: I cannot comprehend, Mr. 
Chairman, the seconding of the motion by 
Mr. Saltsman. He has just voted on the other 
bill and passed the same item. We have 
already taken this decision, and decisions 
under the same act have been taken in the 
past. I cannot see how this Committee can 
now condemn this one company by having 
the idea of its being restricted only to liquids. 
This seems to me to be ridiculous, and I am 
against it. 


The Vice-Chairman: Mr. Emard. 


[Translation] 


Mr. Emard: Mr. Chairman, I do not agree 
with Mr. Rock’s remarks. The only reason I 
can see for Mr. Saltsman to second the 
motion is to give Mr. Cantelon a chance to 
explain his views. 


Mr. Rock: He explained before he was 
seconded, anyway. 


Mr. Emard: I would like to add that I 
agree with what Mr. Deachman said. If we 
are to encourage Canadian industries to com- 
pete with American industries we must not 
impose restrictions on them which would be 
to their disadvantage. I am in complete 
agreement that they should be granted the 
same powers already granted to other compa- 
nies and which American industries present- 
ly have. 

[English] 

Mr. Saltsman: Mr. Chairman, perhaps the 
Committee is entitled to know my reason for 
seconding Mr. Cantelon’s motion. 


Essentially, these two bills are the same. I 
let the first one go because this Committee is 
not going to be deciding anything here; it is 
discussing it. Mr. Cantelon, in my opinion, 
has a right to have a seconder so that he can 
express his point of view. 


I see what he is getting at and I think it is 
a very important point that he is making. In 
effect, this is not just permission for a pipe 
line; this is permission for a transportation 
system. It is really no different from giving 
permission to run a railway, because at the 
present time it is our railroads that are car- 
rying the solids rather than the liquids and 
the gases. For that reason it has very wide 
implications in our whole transportation Sys- 
tem; it affects the operation and viability of 
our railroads; and it deserves a lot more 
consideration than the rather flippant 
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remarks that were made on it a short while 
ago. 


Mr. Deachman: Mr. Chairman, on a point 
of order. I do not believe that my remarks 
were any more flippant than are those of the 
member who is now speaking. I would like to 
have you rule in regard to flippancy. 


The Vice-Chairman: I think, Mr. Saltsman, 
we will take the word out. 


Mr. Salisman: I am sorry that Mr. Deach- 
man responded to that because I was not 
referring to him. If he feels that my remarks 
are... 


The Vice-Chairman: Order, please. 
Is the Committee ready for the question? 


Mr. Pascoe: Mr. Chairman, I think I should 
have... 


Mr. Saltsman: Mr. Chairman, I still have 
the floor, I believe? 


The Vice-Chairman: Yes. 


Mr. Saltsman: Certainly if the gentlemen 
who have raised the point of order feel that 
some aspersion has been cast on their char- 
acters as a result of my remarks, I have no. 
hesitation correcting them. I do thinks 
however, that it is of great importance that 
Mr. Cantelon have an opportunity to express 
his point of view. 


The Vice-Chairman: Mr. Cantelon. 


Mr. Cantelon: Mr. Chairman, I dislike 
bringing this forward, but in the past, when 
we have passed these, I have had a feeling of 
guilt for taking what I think was a rather 
superficial view of this particular provision 
for the movement of solids. I say it is a 
superficial view because, as Mr. Saltsman has 
very aptly said, the provision has very 
important implications in the carrier business 
and it is bound, in the long run, to have an 
effect. Having dozens of these pipe lines able 
to move solids is bound to affect the opera- | 
tions of our railroads and, consequently, our 
whole transportation system. 

If these considerations are not sufficiently 
important economically to be considered by 
Parliament and this Committee, then I must 
have a rather peculiar interpretation of what 
are the responsibilities of Parliament and of 
this Committee. 

I know that my suggestion places a restric- 
tion on this company, as Mr. Deachman has 
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said, but if we have been giving extra privi- 
leges to companies in the past—privileges 
which we now feel should not have been 
granted—to continue to grant them to other 
companies does not make what has been 
done in the past any more correct, nor does it 
mean that we should feel that because we 
have done this in the past we should do it 
now. 

Therefore, after a great deal of thought, 
and some worry, I decided to make this 
motion. I can assure my French-Canadian 
friend that I do not want to restrict that the 
right of any Canadian company to have the 
same privileges as any other company—and 
it seems to me that this is indeed a Canadian 
company and that we should give it every 
privilege that can be granted—but I still do 
not think that this privilege should be grant- 
ed to any further pipe line company, and it is 
on that basis that I made my motion. 


The Vice-Chairman: Mr. Howe? 


Mr. Howe: These gentlemen have had a 
great deal of experience in the pipe line 
business in Western Canada, and there are 
many of us who have not had that privilege. 
At what stage of development, Mr. Matheson, 
is the transportation of solids through. pipe 
lines? 


Mr. Matheson: There has been a great deal 
of scientific work done on the transportation 
of solids in the Province of ‘Alberta. 

The Research Council have come out with 
what looks like a nearly economic method of 
transporting solids 
would like to point out, however, that even 
now there is a certain part of the crude oil 
that in fact is ultimately taken out and it 
becomes a solid. This is one of the things 
with which we are faced. At crude oil 
extraction plants you end up with a residue 
which is made into coke which, in fact, is 
almost a solid. At present the actual trans- 
portation of solids as such by pipe line has 
developed to a point where it is going to be 
an economic method of getting out a product. 
I might also point out that in the particular 
area we are discussing that railroading 
would be most unrealistic, if this is of con- 
cern, and certainly I am sure that pipe lining 
from petroleum reservoirs would be the only 
economic way of dealing with it. 


Mr. Howe: You said that the National Re- 
search Council has done a lot of scientific 
research on this. 
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Mr. Matheson: The University of Alberta 
Research Council. 


Mr. Howe: Are they carrying any other 
solids or has it been economically feasible to 
carry any other solids such as wheat, asbes- 
tos or any other minerals such as potash? 


Mr. Matheson: They have been working 
with carrying potash, sulphur and wheat in 
capsules in pipe lines. They are suspended in 
a flowing medium but transported in cap- 
sules. This is definitely on the way to becom- 
ing a very worthwhile method of transport- 
ing products. 


The Vice-Chairman: Mr. Byrne. 


Mr. Byrne: Mr. Chairman, in case anyone 
should think that I am not concerned about 
the displacement of railway employees, I 
think I should say a few words now that the 
matter has been discussed at such length. 


Mr. Matheson: I am quite sure, and as a 
matter of fact I am quite confident, that if 
Mr. Cantelon was of the opinion that wheat 
could be moved economically by pipe line, 
that is, cheaper than by rail, we would have 
no hesitation in leaving this bill as it stands. 
If we now take the position that we cannot 
jeopardize the position of the railways when 
we are chartering competing companies, 
what was the position that was taken when 
we chartered air lines? Air lines were then 
moving into one of the principal business 
sections of the railway companies. Surely we 
are not going to take the position that we are 
not going to allow any company to become 
incorporated unless we are assured that it is 
not going to infringe upon the business pros- 
pects of another service. For this reason I 
think we certainly should leave this bill as it 
is as is the case in all other corporate pipe 
line companies. 


The Vice-Chairman: Mr. Nugent. 


Mr. Nugent: In reply to Mr. Saltsman, I 
think it essential to merely point out that this 
Committee is not saying thet this eompany 
can go into the transportation of solids by 
pipe line. We are simply incorporating this 
company as a body and it will then be able 
to apply to those technical boards which the 
government has set up to take into considera- 
tion all of these factors and, with all the 
facilities and all the arguments say in what 
activity the company can engage in the area, 
They will consider the form of transporta- 
tion, what must be transported, the extent of 
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éompetition, and so on. I submit that we are 
getting ourselves in much too deeply here. 
We cannot possibly answer these questions. 
The government has set up a very effective 
safeguard so that the operations these com- 
panies carry out will suit the environment, 
the economic feasibility, and so forth. I sug- 
gest all we are doing is allowing them to be 
placed in a position where, if the National 
Energy Board or the provincial boards that 
they have to deal with decides this is a 
service that will help the province, they then 
have the power to meet the needs of that 
area. 


Mr. Salisman: Mr. Chairman, I think Mr. 
Cantelon has opened up a very interesting 
and positive area of discussion but, as Mr. 
Nugent has also summed up very well, we 
have just set up the new Canadian Transport 
Commission which will have a responsibility 
in this area, and there is also the National 
Energy Board. I would like to ask the wit- 


ness from his experience and study of this 


matter what has been done under similar 
circumstances in the United States, how far 
have they progressed with the movement of 


solids. and what the Interstate Commerce. 


Commission in the United States have done 
regarding this very matter. 


e (10:30 am.) 3 
Mr. Matheson: Mr. Cressey has had more 
association with pipe lines than I have had 


and .more experience with the exploration. 


and development activity in oil and gas, and 
possibly he would like to answer..that ques- 
tion, sir. 


, Mr. Cees: I believe the initial sii in 


North America for the transportation of. sol- 
ids. Was. the coal line which was built in 
Pennsylvania almost ten years ago. It has 
been in and out of operation. Research is 
going on there. It is similarly regulated by 
the . Interstate Commerce Commission and 
various other regulatory bodies in the United 
States. However, the economics of the trans- 
portation’ of solids per se are still being 
explored in the United States, as they are in 
Canada, but we would like to think that we 


are’ ahead of them in our research into this 


area. 


Mr. Salisman: Thank you. This 1s part of 
the-answer alright. I was wondering about 
this: because, after all, problems arise’ in 


Canada+we have often. found: examples. “of ’ 
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this in Parliament—and they are not just 
common or local to Canada. These problems 
have been explored to some degree in other 
countries and in the United States, of course, 
as it is in the gas and oil business to an even 
greater extent than we are, and they are 
pioneering the same field. I was wondering if 
they were any further advanced than we are. 


Mr. Cantelon: In my opinion I think the 
future does not necessarily lie in the ccncept 
of these being separate entities. I think the 
future will probably lead us to the point 
where all the commodities will be within the 
same pipe line. 


- Mr. Salitsman: Mr. Byrne mentioned the 
fact of the air lines coming into the picture 
on competitive transportation. In time big 
companies like the CPR or the CNR, if this 
research develops as a practical means of 
moving solids through pipe lines, will proba- 
bly get into the pipe line business so that 
they can maintain their competitive position. 
I assume this is probably what will develop 
in the future. 


' The Vice-Chairman: 
ready for the question? 


Is the committee 


Mr. Pascoe: Mr. Chairman, I have a ques- 
tion regarding the possible movement of sol-. 
ids by pipe line. These two companies envis- 
age the use of four or. six inch pipe line for 
moving gas. Are these pipe lines: suitable for 
moving’solids or would these companies have 
to. go to: BreAlave expensed to change them 
over? 


. Mr. Matheson: I would say: that under the 
present concept the pipe line facilities would 
not be big enough to’handle solids, although: 
I-could refer you -to the Husky Oil pipe line, 
which runs from Lloydminster down to Har-: 
disty in Alberta, wher: they are in effect 
moving-a solid by moving the asphalt-based: 
crude out of Lloydminster by taking up a 
condensate, mixing it with the .asphalt-based 
crude at Lloydminster and then taking it 
down to Interprovincial and bringing ‘it into 
Ontario. This in effect: is. a movement of 
solids and we might-easily get into that same 
type of situation, depending on the oil that 
might be discovered in the area in question. 


Mr. Pascoe: ‘What ‘is the: elles of ‘their ee 
line? 
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Mr. Matheson: They are transporting 
through two eight inch lines. They take the 
condensate to Lloydminster in one eight inch 
line and bring it back to Hardisty in another 
eight inch line. 


The Vice-Chairman: Mr. Cantelon. 


Mr. Cantelon: I would like to comment on 
the interpretation that I am afraid Mr. Byrne 
has given to my views on this matter. 

I want to say first of all that I consider 
myself a progressive, Mr. Byrne; perhaps one 
of those Prairie radicals that are not in very 
great favour at the present time. 


Mr. Byrne: I am sure you must be teaming 
up with Mr. Saltsman. 


Mr. Canielon: I consider that a compli- 
ment. My idea, of course is not that we 
should hold up progress—this is far from my 
mind—but that the control should be vested 
in Parliament to this Committee, not through 
the Transport Committee and the National 
Energy Board. 


Mr. Saltsman: Mr. Chairman, a short com- 
ment before we vote; I would like to have it 
on the record as far as the gentlemen are 
concerned who are appearing before us, that 
there is no intention to single out one compa- 
ny rather than another for the purpose of 
this discussion. They are both really in the 
same boat, but rather than having a discus- 
sion on both of them I felt that this particu- 
lar kind of discussion should take place at 
some stage during the presentation of these 
gentlemen. 

I would like to point out to Mr. Byrne that 
my concern is not only with the use of 


| labour; in many ways I am far more con- 
cerned with the use of capital in this coun- 


try. This is a country that is supposed to be 
capital hungry. It is always looking for capi- 
tal. It is quite obvious that the government is 
having serious financial difficulties now as a 
result of the unavailability of capital or the 
high cost of capital. 

It is most important for a country like 


Canada to be able to use a rare resource like 


capital in the best possible way and particu- 


larly as it applies to the transportation indus- 
try. Capital is not free. It may save some 


money in terms of moving one commodity 


but if the result is that we have to abandon 


capital in some other area, or it increases the 
27539—2 
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cost of moving other commodities, these are 
things ..,that;,, have:,,.,to....be .taken .into 
consideration. 

Fer that reason I felt that Mr. Cantelon’s 
amendment—that stimulating discussion that 
took place this morning—was very valuable 
and surely, Mr. Chairman, this Committee is 
something more than a rubber stamp. This 
Committee should not say: “Well look, it is 
none of our business; the transportation 
board is going to look after it”. We are mem- 
bers of Parliament elected by the people to 
look into these matters and I think it has 
been very useful that we have had an oppor- 
tunity to do exactly that. 


The Vice-Chairman: Is the Committee 
ready for the question? I will ask the Clerk 
to read the amendment. 


The Clerk of the Committee: It is moved 
by Mr. Cantelon, seconded by Mr. Saltsman, 
that clause 6 be amended by striking out the 
words “and solids” in line 32. 


The Vice-Chairman: Will those in favour 
of the amendment please raise their right 
hand. 


Those opposed? 

I declare the motion lost. 

Clauses 6 to 11 inclusive agreed to. 
Preamble agreed to. 

Title agreed to. 


The Vice-Chairman: Shall I report the bill? 
Some hon. Members: Agreed. 


The Vice-Chairman: Thank you gentlemen, 
you have done very well. Mr. Emard? 


[Translation] 

Mr. Emard: Before ending the meeting Mr. 
Chairman, I would like to repeat the request 
I made incorrectly at the beginning of the 
meeting. Would it be possible to have a 
French translation of the brief on the DCF 
system which will be presented next Thurs- 
day, I think. 

As I mentioned, it is a very technical brief 
and it is doubly difficult to understand in a 
language that I do not speak perfectly. 


The Vice-Chairman: The Clerk tells me he 
will send it immediately to the translation 
bureau and perhaps you will have a copy for 
the next meeting, Mr. Emard. 
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[English | 
Mr. Rock: When notices of Committee 


meetings are sent out to members, would it 
be possible to include the names of witnesses 
that are to be heard? Some committees do 
that. 


Mr. Deachman: That would make an awful 
lot of work for the Committees Branch to 
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undertake. They would have to employ addi- 
tional staff. 


The Vice-Chairman: Well, Mr. Rock, we 
will see what can be done next week and we 
will let you know. 

I want to thank you gentlemen for your 
presence this morning, and also Mr. Jorgen- 
son, the sponsor of the Bill. 
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OFFICIAL REPORT OF MINUTES 
OF 
PROCEEDINGS AND EVIDENCE 


This edition contains the English deliberations 
and/or a translation into English of the French. 


Copies and complete sets are available to the 
public by subscription to the Queen’s Printer. 
Cost varies according to Committees. 


Translated by the General Bureau for Trans- 
lation, Secretary of State. 


ALISTAIR FRASER, 
The Clerk of the House 


HOUSE OF COMMONS 


Second Session—Twenty-seventh Parliament 


1967 


STANDING COMMITTEE 


ON 


TRANSPORT AND COMMUNICATIONS 


Chairman: Mr. JOSEPH MACALUSO 


MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 10 


THURSDAY, NOVEMBER 30, 1967 


Respecting 
Bill C-104, An Act respecting the Bell Telephone Company 
of Canada. 


Te: WITNESSES: 


_epnsenebe DCF Systems Limited: Dr. H. S. Gellman, President; 
“<i on ae M. V. Holt, Manager. 


lp. AN agg 
yy ROGER DUHAMEL, F.R.S.C. 
MU7 59 « Quai’ S PRINTER AND CONTROLLER OF STATIONERY 
SA EL OTTAWA, 1967 


STANDING COMMITTEE 
ON 
TRANSPORT AND COMMUNICATIONS 


Chairman: Mr. Joseph Macaluso 


Vice-Chairman: Mr. H. Pit Lessard 


and 

. Allmand, Mr. Horner (Acadia), Mr. Reid, 
. Andras, Mr. Howe (Welling- *Mrs. Rideout, 
. Bell (Saint John- ton-Huron), Wirrsvock; 

Albert), Mr. Leboe, Mr. Saltsman, 
. Byrne, "Mr. Lind, Mr. Sherman, 
. Cantelon, Mr. McWilliam, Mr. Southam, 
. Chatwood, Mr. Nugent, Mr. Stafford—(24). 
. Deachman, Mr. Orlikow, 
. Emard, Mr. Pascoe, 


(Quorum 13) 


Re NeaVitr; 
Clerk of the Committee. 


*Replaced Mr. Jamieson on November 29, 1967. 
"Replaced Mr. Langlois (Chicoutimi) on November 29, 1967. 
*Replaced Mr. Groos on November 29, 1967. 


ORDER OF REFERENCE 


WEDNESDAY, November 29, 1967. 


Ordered,—That the names of Messrs. Chatwood, Lind and Mrs. Rideout be 
substituted for those of Messrs. Jamieson, Langlois (Chicoutimi) and | Soos on 
the Standing Committee on Transport and Communications. bioe 


Attest. 


ALISTAIR FRASER, 
The Clerk of the House of Commons. 
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REPORTS TO THE HOUSE 


THuRSDAY, November 30, 1967. 


- The Standing Committee on Transport and Communications has the honour 
to present its 
SEVENTH REPORT 


Your Committee has considered the following bills and has agreed to report 
them without amendment: 


“Bill -S-16, An Act to incorporate Cabri Pipe Lines Ltd. 
Bill S-17 An Act to incorporate Vawn Pipe Lines Ltd. 


A copy of the Minutes of Proceedings and Evidence relative to these bills 
(Issue No. 9) is tabled. 


Respectfully submitted, 
H. PIT LESSARD, 
Vice-Chairman. 


THURSDAY, November 30, 1967. 


The Standing Committee on Transport and Communications has the honour 
to present its 
EIGHTH REPORT 


Your Committee reported this day Bill S-16, An Act to incorporate Cabri 
Pipe Lines Ltd., as its Seventh Report. 


Clause 3 of the said Bill provides for capital stock of four million shares 
without nominal or par value. 


Your Committee recommends that, for the purpose of levying the charges 
provided by Standing Order 94(3), the proposed capital stock consisting of four 
million shares without nominal or par value, be deemed to have an aggregate 
value of four million dollars ($4,000,000.00). 


Respectfully submitted, 
H. PIT LESSARD, 
Vice-Chairman. 


THurspAy, November 30, 1967. 


The Standing Committee on Transport and Communications has the honour 
to present its 


NINTH REPORT 


Your Committee reported this day Bill S-17, An Act to incorporate Vawn 
Pipe Lines Ltd., as its Seventh Report. 
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Clause 3 of the said Bill provides for capital stock of four million shares 
without nominal or par value. 


Your Committee recommends that, for the purpose of levying the charges 
provided by Standing Order 94(3), the proposed capital stock consisting of four 
million shares without nominal or par value, be deemed to have an aggregate 
value of four million dollars. 

Respectfully submitted, 


H. PIT LESSARD, 
Vice-Chairman. 
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MINUTES OF PROCEEDINGS 


THURSDAY, November 30, 1967. 
(13) 


The Standing Committee on Transport and Communications met this day 
at 9.45 o’clock a.m., the Vice-Chairman, Mr. Lessard, presiding. 


Members present: Mrs. Rideout and Messrs. Andras, Bell (Saint John- 
Albert), Byrne, Cantelon, Emard, Deachman, Lessard, Lind, Pascoe, Reid, Rock, 
Saltsman, Southam, Stafford (15). 


Also present: Mr. J. P. Nowlan, M.P. and Mr. Heber Smith, M.P. 


In attendance: Representing DCF systems Limited: Dr. H. S. Gellman, 
President; Mr. M. V. Holt, Manager. 


The Committee unanimously agreed that Mr. Lessard would continue as 
Acting Chairman in the absence of a Chairman. 


On a point of order, Mr. Bell (Saint John-Albert) pointed out it was ob- 
vious that the brief had been released to the press before presentation to the 
Committee because a Toronto morning paper had carried a detailed statement 
on the brief. 


The Acting Chairman introduced the President of DCF Systems Limited 
who made a brief introductory statement and then asked Mr. Holt to review 
individual cases of pricing practices and client restrictions. 


On motion of Mr. Deachman, seconded by Mr. Rock, 


Resolved,—That the brief of DCF Systems Limited be printed as an 
Appendix to this day’s Minutes of Proceedings and Evidence (See Appendix 
A-10). 


After questioning the witnesses, the Committee adjourned at 12.50 o’clock 
p.m. to the call of the Chair. 


 eirr. 
Clerk of the Committee. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Thursday, November 30, 1967 


The Vice-Chairman: Mrs. Rideout and gen- 
tlemen is it agreed that I continue to act in 
the absence of the Chairman? 


Some hon. Members: Agreed. 
e (10:16 am.) 


The Vice-Chairman: We have for consider- 
ation this morning a brief from the DFC 
Systems Ltd. Dr. H. S. Gellman is the Presi- 
dent of this Company. I would ask Dr. 
Gellman to make a short presentation and 
introduce as a witness Mr. M. V. Holt, 
Manager. Mr. Gellman? 


Mr. Bell: Mr. Chairman, before we start I 
think we should note for the record the arti- 
cle in this morning’s Globe and Mail. Evi- 
dently contrary to our practice the brief was 
released to the press in advance of the 
meeting. 


The Vice-Chairman: I know; it was 
brought to my attention this morning. I know 
that all members of the Committee have had 
this brief for about two weeks. I was not 
questioned by any newspaperman; I do not 
know who did it. I do not know whether it 
was given out by a member, or by the people 
concerned. We will try to make a survey 
today, if possible, and we will see what we 
can do about it. Mr. Gellman. 


Dr. H. S. Gellman (President, DCF Systems 
Lid.): Thank you, Mr. Chairman. We wel- 
come this opportunity to present a brief to 
your Committee and I would like to begin 
by introducing the subject to you very briefly 
and then ask my partner, Mr. Michael Holt, 
to describe some of the highlights contained 
in the brief. We understand that each mem- 
ber of the Committee has had access to this 
brief now for approximately a week or ten 
days and we are assuming that most mem- 
bers have had an opportunity to read it. 
Therefore, we will not read the brief ver- 
batim, but we will cover the main points in 
at. 


I would like to begin by explaining why 
we are doing this. Our firm is a private 
Canadian company of management consult- 
ants. DCF Systems is a member of the 
Canadian Association of Management Con- 
sultants, which is an association of the eleven 
largest Canadian management consulting 
firms in this country. DCF Systems, our com- 
pany, specializes in computer systems and 
related systems-work for commercial organi- 
zations and for many government organiza- 
tions. In recent years we have found that 
more and more organizations are trying to use 
communications systems connected to their 
computers in order that one branch may 
communicate with a central computer and in 
order that each organization using computers 
may obtain maximum efficiency from these 
uses. 

We have acquired a fair amount of experi- 
ence in the use of this new technology. We 
have found, however, that when we recom- 
mend an advanced system to our clients, they 
have an undue amount of difficulty in imple- 
menting such a system. Some of these 
difficulties are natural. With any new tech- 
nology one has to expect a learning period 
and teething troubles. However, a lot of the 
problems we have encountered, we believe, 
are attributable to the practices of the com- 
munications common carriers, and particular- 
ly The Bell Telephone Company of Canada. 


I would like to say at the outset that we 
have nothing against The Bell Telephone 
Company of Canada. We are their customer 
and we are not complaining about the spe- 
cific service we obtain in our telephone sys- 
tem. When we learned of the introduction of 
Bill C-104 in the House of Commons we 
thought this would be an appropriate oppor- 
tunity for us to bring information to your 
Committee which we thought would be use- 
ful to the Committee in its deliberations. Our 
brief is intended to make Parliament aware 
of some deficiencies in the practices and poli- 
cies of The Bell Telephone Company of 
Canada, and to recommend action to rectify 
some of these deficiencies, which we believe 
have slowed down the development of 
advanced data processing systems in Canada. 
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As independent consultant, DCF Systems 
does not manufacture or supply equipment of 
any kind, and we are not affiliated with any 
commun cations equipment supplier or com- 
mon carrier. Therefore, we have no financial 
or other advantage to gain from the recom- 
mended changes to Bill C-104. Our purpose is 
to improve conditions for our clients and 
others who use communications facilities for 
their computer systems. 


As I mentioned earlier, we are interested 
in making it easier for our clients and others 
to implement some of these advanced sys- 
tems. It might be argued—and we believe 
—that if it is easier to implement these 
advanced systems, more organizations will 
implement them. It will be better for Canada 
and, indirectly, we hope it will be better for 
our consulting business. 

May I take a moment just to run through 
the summary of the brief starting with Sec- 
tion 1 on page 1. We have noted clauses 7 
and 8. Clause 7 of Bill C-104 would extend 
Bell Canada’s powers to include all forms of 
telecommunications equipment and services, 
presumably including communications satel- 
lite systems. Clause 8 of the Bill would give 
Bell Canada the power to invest in compa- 
nies other than communication carriers. This 
clause would permit the company to acquire 
ownership or control of other companies in 
various related industries, such as electronics, 
manufacture of communications equipment 
or electrical equipment or, in fact, any other 
industry chosen by Bell Canada. 

It is the opinion of DCF Systems that these 
clauses would enable Bell Canada to estab- 
lish an effective monopoly in virtually all 
areas of communications services and equip- 
ment. It would also enable it to extend this 
monopoly into several non-communication 
fields, particularly in the electronics industry. 
The effect of this would be a further deterio- 
ration in the services and equipment availa- 
ble in Canada today, especially in areas of 
computer data transmission and _ other 
advanced communications systems. 

As consultants we have had an opportunity 
to see at close hand the operations of Bell 
Canada and the other common carriers. In 
our opinion Bell Canada has, on occasion, 
used its existing powers to restrict the devel- 
opment of advanced communications sys- 
tems in Canada. In so doing it has prevented 
the establishment of a vigorous Canadian 
communications equipment and services in- 
dustry, and it has denied Canada the eco- 
nomic benefit of such an industry. 


Transport and Communications 


November 30, 1967 


We have been able to demonstrate that 
Bell Canada has not developed as much tech- 
nical competence as would be desired in 
these areas and it has practised the policy of 
restraining activity of competitors until it 
could develop competitive services of its own. 
It has often practised discriminatory pricing 
to eliminate competitive offers. In this brief 
we have documented cases that support these 
observations, and Mr. Michael Holt will cover 
some of these cases in a moment. 


Basically though, we believe that Bill 
C-104 should be revised to ensure that Cana- 
da has efficient, economical communications 
facilities and services, along with a competi- 
tive communications equipment industry. 
Some of our recommendations are as follows: 


We suggest that clauses 7 and 8 should be 
eliminated from Bill C-104. 


Bill C-104 should also be amended to 
include a clause requiring Bell Canada to 
refrain from discriminatory pricing. 


We suggest that the Bill be amended to 
include a clause requiring Bell Canada to 
develop standards so that others can attach 
equipment to Bell’s equipment. 


We suggest that the Railway Act be 
amended to include a clause that would per- 
mit other communications companies to offer 
special services or facilities where it can be 
established that existing services are 
inadequate. 

These and other recommendations will now 
be discussed more fully by Mr. Holt. 


Mr. M. V. Holt (Manager, DCF Systems 
Lid.): We believe the best way to illustrate 
the validity of the points we make is to take 
examples case by case and we hope these are 
self-evident. I think it probably will be best 
for me to skip through the ones that are 
listed here in the brief. 

In the first case the firm for which we 
were consulting on a very sophisticated and 
advanced computer system was in the course 
of designing a telecommunication system 
including many different types of circuits, 
both high speed and low speed. In the course 
of this work we had negotiations with the 
various common carriers, in particular Bell 
Telephone in Ontario, and the western tele- 
phone companies as well as the Canadian 
National Canadian Pacific Telecommunica- 
tions. 

When it became evident that Canadian Na- 
tional were going to be given a contract for a 
special high speed switch circuit between Ed- 
monton and the eastern part of Canada, the 
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Bell representative put a great deal of pres- 
sure on the client not to use this service. 
When, on our recommendation the client 
chose to use this service, they responded with 
a proposal in written form to match the 
service offered by Canadian National at 
exactly the same tariffs, at exactly the same 
speed and exactly the same delivery dates 
and prices. 


We were a little suspicious of this because 
the equivalent we were using is part of what 
is called a broadband switching service that 
Was announced by the railway company 
about three weeks ago and which received a 
lot of publicity. Probably you are familiar 


- with it. It enables you to transmit data over 


long distances at very high speed up to 2400 
bits-per-second on a switched basis; in other 
words you do not have to have a private 
communication line; you can dial and trans- 
mit at high speed. You cannot do this on a 
conventional telephone system, primarily due 
to the noise induced in the telephone system 
by the switching exchanges which are elec- 
tro-mechanical relays and not suitable for 
noise-free high speed transmission. 

In other words, in order to offer a high- 
speed switch service you have to have special 
equipment. This is an extensive system; you 
have to have special electronic exchanges at 
each of the major locations across Canada. 
Bell Telephone does not have this equipment. 
It is our understanding that they intend to 
have it, and in order to forestall the Canadi- 
an National Canadian Pacific Telecommuni- 
cations Company from obtaining a large 
amount of business with their new equip- 
ment in which they invested a _ substantial 
amount of money, the Bell Telephone are 
offering what is in effect a private telephone 
line, which normally costs $4 a mile a month, 
for exactly the same cost as the Canadian 
National are offering their switch data 
service. . 

In effect this is unfair to both the end user 
and the railway companies because they 
have made a substantial investment in this 
equipment. It is a definite advance; it is 
needed both by the computer industry and 
by clients for other applications; yet Bell 
Telephone were deliberately reducing the 
amount of business the railway could hope to 
get by offering, in effect, a fictitious piece of 
equipment and using people who are paying 
that $4 a mile a month to subsidize people 
that would be paying 50 or 60 cents a minute 
or less. 
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In case 2 on page 6, again this was exactly 
the same tariff, only this instance took place 
in Ontario. A company in Northern Ontario 
needed to transmit data to and from comput- 
er terminals in offices across the country on 
an intermittent or switched basis. Therefore, 
they did not need a private lease line and 
they got a proposal from the Canadian Na- 
tional/Canadian Pacific Telecommunications 
Company for this service. Bell Canada then 
came back in exactly the same manner as 
with the western company and made a 
proposal for what again is fictitious equip- 
ment. We made a careful investigation and 
there was no such physical facility available 
and again they were using private lease tele- 
phone lines at a much lower rate; in effect, 
charging one person a given rate for the use 
of the service and charging someone else who 
is threatening to use competitive equipment a 
much lower rate for the same service. 


Case 3 illustrates some of the difficulties 
many of our clients and other people with 
whom we are familiar have had in dealing 
wth Bell Telephone. In this case the trust 
company was installing a computer credit- 
checking and accounting system, and needed 
communication terminals in a large office 
building which was directly across the street 
from the one they were then occupying. All 
they needed was a special multiconductor 
cable running approximately one-sixteenth 
mile to connect the computer to the terminals 
in the building on the other side of the street. 
They approached Bell Canada. Bell Canada 
said that it would be quite easy to do this 
and there would be no problems involved. 


Then the company decided to obtain what 
are called data sets or modems. These are 
devices which connect a computer to a com- 
munication line. They are made by Bell Tele- 
phone, they are made by a number of small- 
er companies and now they are also made by 
the computer manufacturing companies. This 
trust company decided to use modems manu- 
factured by the company that was making 
the computers they were installing, partly to 
homogenize their equipment but mainly 
because these modems were less expensive 
than those offered by the Telephone Compa- 
ny and were technically of superior quality. 
They informed Bell Canada that they were 
going to use the computer company’s data 
sets, or modems, and immediately thereafter 
Bell Canada came back and said it would no 
longer be possible to run this cable under- 
neath the street and, in fact, it would cost 
$25,000 for the cable that they were now 
going to propose. When the client protested, 
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the Bell Telephone Company stated that the 
characteristics of the equipment being manu- 
factured by the computer company were not 
compatible with the equipment manufactured 
by Bell Canada. Therefore, a very special 
cable was involved and engineering specifica- 
tions were not available so the Telephone 
Company could not permit the trust company 
to use the simple cable arrangement they had 
originally contemplated. 

Technically there was no substance to this 
allegation whatsoever. The technical charac- 
teristics of the computer company’s equip- 
ment were compatible with those of the Tele- 
phone Company; there was no_ technical 
reason why this cable could not have been 
run. But again it illustrates a point; when a 
customer or client tries to use competitive 
equipment to the Telephone Company they 
inevitably run into problems in getting cir- 
cuits from the telephone company or in other 
areas. 

I feel that case 4 is a good example of 
how the monopoly powers the Telephone 
Company enjoys can make it difficult for 
other people, including other large companies 
such as computer manufacturing companies 
and other common carriers, to compete with 
the Telephone Company. 

Just to make it clear what we are talking 
about, you have a computer on one end; you 
have a terminal equipment or another com- 
puter on the other end; in between you havea 
communications line and on either end of the 
communications line you have these modems, 
or data sets, we mentioned before that con- 
nect the communication line to the computer. 
Now, normally one company or one vendor 
supplies the computer; the telephone compa- 
ny supplies the communications circuit, of 
course, or the CN/CP, and either the tele- 
phone company, a computer company or a 
third company supplies the data set—the 
device to connect the computer to the com- 
munication line. 

Now, no one company except The Bell 
Telephone Company can offer all three of 
these things, the communication line, the 
data set and the computer terminal. No one 
else is allowed to offer communication cir- 
cuits except CN/CP. No one else, in practice, 
is permitted to offer data sets because of the 
pressure placed on them by the Telephone 
Company and what we are seeing now is Bell 
Canada quoting one price for everything; 
the computer terminal equipment, the data 
set and the communication circuit. 
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Therefore, if a company is competing for 
the terminal equipment business, it is not 
possible for them to compete on a realistic 
basis because they are competing against the 
total price for three things and they can 
only bid on one part of that system. We feel 
that this is unfair; it will reduce competition 
in the communications industry and result in 
higher prices and poorer service for end 
users. We feel the Telephone Company 
should be required to quote separate prices 
for communication circuits, communication 
data sets and computer terminal equipment. 
We have no objection to Bell Telephone 
manufacturing computer terminal equipment 
or data sets, or computers themselves for that 
matter. However, we feel that the competi- 
tion should be on an equal basis. They 
should not be able to take advantage of their 
communications monopoly. 


The fifth case on page 9 really is a repeat 
of the previous case. It is significant in that 
the use of time-sharing, or using a computer 
to serve more than one user simultaneously, 
is growing at such a rate it is predicted that 
within the next decade computers will be 
used almost as a utility, just like electricity 
or telephone services are used now. In this 
particular area, in order to gain a foothold, 
Bell Telephone are offering a standard termi- 
nal device known as the Teletype ASR 
33—this is the standard teletype that you see 
in offices everywhere—-for a fixed price 
including the communication line cost as long 
as the terminal is used within a large met- 
ropolitan area. 

Now this, again, is the same thing—one 
package price for the communication line, 
the data set, the innerface and the terminal 
itself, making it impossible for anyone else to 
compete with Bell Telephone in this area. 


Case 6 is, I think, a good example again of 
how this is analogous to Case 3, the trust 
company case, where someone wanted to use 
Bell Telephone equipment and it was made 
very difficult for them to use it in the way 
they wanted to use it. In this case, this is our 
own firm so we had access to exactly what 
happened in this case. We ordered two of the 
same data sets, modems, for our own use in 
connecting two small computers so that one 
computer could transmit information to the 
other and vice versa. This was as a test 
system for a bigger system we were install- 
ing for one of our clients. 

We had months of unnecessary delay, we 
had dozens of telephone calls trying to get 
information from the Telephone Company 
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and the unusual part of it was that the Beil 
Telephone claimed that in order to use these 
two data sets we had to rent from them a 
telephone circuit from our office to their 
switching exchange and back to our office, 
even though the line was only going to go 
five feet from one computer to another. We 
had to run a line from our office two miles to 
the exchange and back again and pay for 
that line. 


Now, this is completely ridiculous and 
after several months of argument finally we 
were permitted to go ahead. We did receive 
the equipment from Bell Telephone. We no- 
ticed that it had come in a box marked “West- 
ern Electric, New Jersey’. It travelled to 
Northern Electric in Canada, from there to 
the telephone company in Aiberta that we 
were dealing with in this particular project, 
from them back to Bell Telephone in Toronto 
and finally to us, and all along that route the 
equipment had never been physically en- 
hanced or in any way tested or touched by 
any telephone company facility in Canada, 
but we were not allowed to obtain that 
equipment direct from its source in the Unit- 
ed States. 

Now, this is highly inefficient and on a 
large scale can be very expensive and very 
time consuming. When finally we did receive 
the equipment we found that it was wired 
incorrectly and we were on the telephone for 
a week trying to find someone in Toronto 
that would come and rewire the equipment 
for us. We were not able to, and we were 
trying to meet a deadline, so finally we 
opened the equipment which is against the 
regulations of the Bell telephone but we had 
purchased the equipment so we felt entitled 
to do so. We fixed the equipment ourselves 
using the drawings that had come with it 
and got it to work and we were finally able 
to use the equipment. 

But on a large. scale this can make the 
difference between a successful project and a 
disaster. These delays carried out on a large 
scale can mean six months to a year delay in 
a large system, excessive costs, and we feel 
that our clients cannot afford this sort of 
obstacle. 

Those are just six of the cases that we 
have come in contact with during the past 
two years which we feel, in reality, constitute 
the reason for our preparing this brief. We 
feel that a number of things are required to 
improve the conditions about which we are 
complaining. Some of our recommendations 
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have already been mentioned by Dr. Gellman 
in the summary. 

We feel it is worthwhile calling your 
attention to some of the regulatory proce- 
dures that are now taking place in the Unit- 
ed States partly because a large part of this 
whole computer communications problem is 
caused by the fact that Bell Canada are pret- 
ty well reliant on Western Electric in the 
United States both for their equipment and 
their technology. To my knowledge Bell 
Canada do not make data sets or modems in 
Canada although there is no reason why they 
could not. The fact that all the equipment 
that our clients have used has come directly 
from the United States would tend to bear 
this out. 

In the United States a number of proceed- 
ings are taking place which I think are of 
interest to this Committee and we have men- 
tioned some of them in the brief and in two 
cases in particular. The Carterfone case is 
widely regarded as a precedent-setting deci- 
sion. The FCC stated—on page 13 of the 
brief—that: 

“The telephone company should be 
ordered to file a tariff that affirmatively 
states that customer-provided equip- 
ment. « 


in other words, equipment not necessarily 
made by the telephone company, 
may be attached... 


to the communication circuit 
so long as it is not hazardous or detri- 
mental to public telephone service. Also, 
the telephone company should provide 
reasonable standards for foreign 
attachments.” 


In this case Carterfone is a very simple little 
device that permits the inner connection of 
two-way radio systems and telephone sys- 
tems. It is really a trivial device compared 
with the other types of equipment that we 
are talking about but the principle is the 
same. The FCC examiner went on to say: 

“T am struck with the inherent unfair- 
ness of a system which permits the tele- 
phone companies to bar the use of equip- 
ment which competes with their own. 
Possibly, the time has come to consider 
the establishment of a process whereby 
suppliers of attachments might submit 
them to the telephone companies for 
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expeditious approval or disapproval 
under objective standards.” 


We feel that this is essential in Canada and 
we will go into this in more detail later on. 


Case 2 is not as significant as Case 1 
because it involves the provision of compet- 
ing communication services as opposed to the 
use of non-telephone company equipment on 
the telephone system. This is a case involving 
Microwave Communications Inc. which had 
offered to build special microwave circuits 
between, I believe, Chicago and St. Louis 
which would offer service equivalent to that 
provided by either the Telephone Company or 
Western Union—the equivalent of CN/CP in 
the U.S.—at a much lower price and with 
better installation dates and less trouble. In 
this case the FCC decision stated that Mi- 
crowave should be allowed to offer this serv- 
ice and, in fact, they have been permitted to 
do so. In the decision they said: 


It could serve to create new opportuni- 
ties for the manufacture and sale of 
computer services, hardware, software 
and related equipment; to develop new 
or lower cost equipment for private 
microwave users, and even contribute 
additional revenues to common carriers 
connected to Microwave systems.” 


We feel the same situation could occur in 
this country where there isa special need for 
a special communication service that is not at 
the moment provided by either of the com- 
mon carriers in Canada and that a_third 
party, or one of the two, should be allowed to 
offer this service if it proved to be to the 
advantage of the user or of Canada as a 
whole. 


We are not suggesting by any means that 
this Committee or the progress of this Bill 
should be influenced by what is happening in 
the U.S. but I think the technical questions 
in this whole problem should be examined 
and information could profitably be obtained 
from all sources. We have additional infor- 
mation on both of those FCC decisions which 
has since become available if any Committee 
member is interested. 


Turning to Section IV on page 16, in the 
area Voice Communications, one of the argu- 
ments in favour of permitting Bell Telephone 
to do as it wishes is the fact that Canada 
does have an extremely efficient, well-run 
telephone system and this is the aspect of 
communications that every Canadian is most 
familiar with and I think it is quite safe to 
say that almost every Canadian is quite 
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happy with the standards of telephone serv- 
ice he gets. We agree with that. Essentially 
we agree with it but we also say there are 
further improvements that could be made 
and, in fact, should be made. 


I mentioned previously the fact that a 
leased telephone line for either voice or data 
services costs $4 per month per mile in Cana- 
da. In the U.S. the same circuit costs less 
than half that and I cannot determine from 
Bell Telephone or anyone else, for that mat- 
ter, the reason for such disparity in the 
tariff; why the same circuit in Canada should 
cost twice as much as does in the U.S. I have 
heard that Bell Telephone are contemplating 
reducing these tariffs and that part of their 
problem, as in many of these areas, is that 
they only cover the provinces of Ontario and 
Quebec and that the Western and Maritime 
provinces have to agree to any of these 
tariffs, and so on. But I feel that they could 
probably do more to reduce the cost of pri- 
vate telephone lines, which I mentioned are 
double what they are in the U.S. and, as 
mentioned in the brief, the costs of long 
distance telephone communications. 

It has been stated in several quarters that 
if all long distance telephone communications 
tariffs were removed—in other words, if it 
did not cost anything to call from Toronto to 
Vancouver and you did away with all the 
machinery, operators and recording devices 
that are needed to record the cost of such 
calls—you would probably come out with 
exactly the same cost as you have now. In 
other words, you would not have all this 
machinery and you could dial practically 
anywhere in the world, or in North America, 
at least. I am not sure whether this is true 
but I think it does indicate that a lot could 
be done towards reducing the costs of com- 
municating in a country like Canada which 
has a 4,000 mile-long narrow corridor of 
communications. This is even more important 
than it is in the United States. The cost for 
long distance calls in Canada, particularly in 
the off-peak hours, is again still substantially 
higher than in the United States—from two 
to three times as much. I cannot understand 
why this should be so. 

To Bell’s credit I think that they have done 
a great deal to reduce long distance tariffs 
in the areas in which they have extensive 
jurisdiction, Ontario and Quebec, and on calls 
from Ontario and Quebec to the United 
States, in particular; but we still feel a great 
deal more could be done. 
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There are also such special services as the 
wide area telephone service, which is a ser- 
vice by which a company, or even an 
individual, if he needs it, can pay a fixed 
tariff and get unlimited long-distance calling 
privileges. We feel that these services should 
be implemented much more fully than they 
are. An example of this is what is known as 
inward watts, where a company who has a 
large number of customers, or, for example, 
the government, can use such a service to 
make it possible for people to call Ottawa 
from all across the country—perhaps not too 
desirable a thing for the Members—without 
having to pay tariffs. You pay a fixed rate to 
the telephone company, and no calls to you 
from the designated areas are invoiced. This 
service became available in the United States 
in January. The last estimate I got from the 
Bell Telephone representative was that it 
will not be available in Canada for two 
years. I cannot understand why there 
should be such delays in these services. 
There was a corresponding delay in getting 
standard watts service—dialling out unlimit- 
ed privileges. There always seems to be a 
standard two-year delay. It is almost a joke 
in the Canadian communications industry 
that once something comes out in the United 
States people start planning on being able to 
use it two years later in Canada. 


We have essentially the same system here. 


We feel that Bell Canada should be motivat- 


ed to introduce advances to Canadian cus- 


tomers as quickly as possible; not at a pace 
that is convenient to them or to Northern 


Electric, but one which matches the needs of 
Canadian users. 

Another example we mention in the brief 
installation of electronic switching 


exchanges, which offer tremendous new 


capabilities in the telephone system, and 


possibly at reduced costs. We feel that the 


pace at which these systems are being imple- 
mented in Canada is far too slow, and that it 


could be accelerated considerably. In fact, it 
would be accelerated considerably if there 
was any substantial degree of competition, 
but, of course, there is not; therefore there is 
no one to set the pace in such advances other 
than the telephone company itself. 

We deal briefly with satellite communica- 
tions in Section V, page 20. It is not our 
purpose to enter into a detailed debate on 
satellite communications except to question 
,the attitude of the telephone company, that 
they have some sort of divine right to estab- 
lish a similar monopoly in this area. We feel 
that there are in Canada other groups that 
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have developed, at their own and the govern- 
ment’s expense, a very substantial capability 
in the area of satellite communication sys- 
tems, and that these groups should be the 
ones to supply, build, guide and design satel- 
lite communication systems when and if they 
are developed in Canada. We feel that giving 
the common earriers, in particular—Beil 
Canada, of course, among those—a monopoly 
in the satellite communications area would 
be a fatal mistake. You would have the same 
sort of situation you have now in the conven- 
tional communications systems that we have 
just mentioned—a monopoly, little progress 
and slow technical innovation. 

Finally, in Section VI we have our recom- 
mendation. Dr. Gellman has already listed 
these. Recommendation 1: Delete clause 7 
from Bill C-104. This clause, in effect, we 
feel, would permit Bell to 

...expand into the satellite communica- 
tion field and would remove any restric- 
tions over the type of equipment or 
facilities it employs in the provision of 
communication services. 


We are not opposed to eliminating restric- 
tions on the type and form of equipment that 
Bell Canada can use; we believe they should 
be able to make equipment in whatever area 
they choose. We do believe that Bell Canada 
should be confined, at the moment, as far as 
common carrier communication services goes, 
to the field they now occupy, that of ground 
communication facilities. In our judgment, 
Bell Canada has not shown that it has effec- 
tive capability of exploiting the existing 
financial and technical powers it has to pro- 
vide efficient and functional communica- 
tion systems of all kinds. 

In other words, we say: Let Bell Canada 
do its job, with the facilities and equipment 
it has now, better than it is now doing—let it 
improve its service—and if it does a good job 
there, then perhaps it can have a role in 
satellite communications; but do not give it 
complete power over satellite communica- 
tions until some of the inequities that now 
exist have been corrected. 

Recommendation 2: Delete clause 8 of Bill 
C-104. 

We do not understand why Bell Canada 
should be permitted to invest and compete in 
other industries with other companies when 
those same companies are not now permitted 
to compete with Bell Canada in its area. If 
Bell Canada chooses to compete in the manu- 
facture of computers, colour television sets, 
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or in whatever area, we think that is fine, 
because increased competition is always 
beneficial. However, other companies that 
make communications equipment should be 
permitted to do the same thing in Bell’s area. 
I think it is inconceivable that any other 
situation could be correct. We feel that a 
defect in implementing this would be that it 
would allow Bell to gain control over the 
manufacture of equipment in fields which 
are not communications-oriented, and that it 
could conceivably use its resources, devel- 
oped, or derived, from the fact that it has 
the communications monopoly, to monopolize 
other industry to the detriment of this 
country. 


Bell is already one of Canada’s largest cor- 
porations, and it has reached its present posi- 
tion without fully using its powers in areas 
of communications systems that it already 
has. In fact, our recommendation is that, if 
anything, this Bill should be changed so as to 
reduce the scope of Bell Canada’s activities 
rather than to increase it. 


Recommendation 3: We believe that this is 
a key recommendation in that it would per- 
mit other companies to compete on a fair and 
equitable basis in the supply and manufac- 
ture of equipment for use both in the tele- 
phone communications system and in other 
communications systems. In effect, someone 
would have to develop these standards—the 
Telephone Company could do it itseli—have 
them approved by the Department of Trans- 
port or another government agency, and 
then make them available to companies of all 
kinds. I would predict that a large number of 
independent Canadian companies would soon 
develop because this communications area 
has tremendous growth potential which is 
not being realized in Canada. 


Recommendation 4, in effect, taken along 
with recommendation 3, would let other com- 
panies compete in the manufacture of equip- 
ment. We think that other organizations in 
specific instances should be allowed to com- 
pete with Bell Telephone in the supply of 
communications circuits. In other words, 
these two recommendations, implemented 
together, would make it possible for a greatly 
increased level of competition both in the 
communication circuit area and in the com- 
munications equipment area. 

Recommendation 5 ties in with the exam- 
ple, mentioned previously, of all-inclusive 
price tariffs. We believe that a clause should 
be inserted in this Bill prohibiting Bell from 
filing inclusive tariffs for communications 
services. This would permit people who are 
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not capable of offering packaged services to 
compete with Bell in these systems. 

Finally, recommendation 6: We feel that 
the whole question of communications com- 
mon carrier services is sufficiently complex to 
warrant some type of full investigation into 
it. Everyone recommends a Royal Commis- 
sion for their problems, but we feel that this 
one, if any, merits such an investigation, 
which should include 

(a) long-distance telephone rates. 

(b) private leased telephone rates. 

(c) The technical competence of Bell 

- and its wholly-owned subsidiary to 

respond to the needs of advanced com- 
munications systems in Canada. 

(d) The extent to which Bell Canada 
and Northern Electric rely on United 
States technology. 

(e) The extent to which Bell Canada 
should be permitted to control the manu- 
facture of its own equipment. 


We are not suggesting that Bell Canada be 
forced to divest itself of Northern Electric or 
other manufacturing subsidiaries, but an 
investigation would reveal the beneficial and 
detrimental aspects of the existing system, 
and whether or not the monopoly enjoyed by 
Northern Electric is beneficial to Canada. We 
feel that in our area at least it is not. 

Finally, and this is also an important regu- 
lation, we feel very strongly that the Depart- 
ment of Transport should be given an open 
mandate and the funds to increase its techni- 
cal staff. When I say ‘“‘technical staff’, we are 
not proposing that the government go after 
the telephone company, or try to control its 
operations, but we do believe that an 
increased technical budget in the Department 
of Transport would enable it to examine 


more fully communication carrier practices 


in Canada; would enable it to go into new 
tariffs properly; to investigate the existing 
tariffs more fully; and, in general, to make 
sure that the Department of Transport can 
fulfil its responsibilities to the Canadian 
people. 


The Vice-Chairman: I would like to ask 
the Committee at this time if I could have a 
motion to print the brief as an appendix. 


Mr. Deachman: I so move. 


Mr. Rock: I second the motion. 
Motion agreed to. 
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Mr. Bell (Saint John-Albert): As one who 
does not really understand too well the oper- 
ations of a company such as this, am I right 
in assuming that if a large Canadian corpo- 
ration, with or without computers, desiring to 
set up a communications system throughout 
their organization for different parts of the 
country, comes to you, and you, probably in 
competition with other companies such as 
yours, are given the job, you then find, as 
you have exemplified in your brief, that you 
cannot get for them the best value? Is that 
right? I am trying to get an assessment of 
what you are doing. 


Dr. Gellman: Yes; I think that is a very 
fair statement. We merely provide our clients 
with advice and technical help or services to 
help them implement systems. We do not 
manufacture computers or any _ related 
equipment. 

However, as Mr. Holt mentioned, we have 
in our office two computers that we wished to 
connect together to test for one of our large 
clients who was implementing a cross-coun- 
try system. Therefore, we have to _ get 
involved in dealing with the hardware and 
the deep technical aspects. But our primary 
concern is to get for our client the best sys- 
tem they can get for the money. 

The lack of adequate communications ser- 
vices and facilities and the time delays that 
are incurred, are very costly to our clients, 
because if they have already acquired a com- 
puter that might rent for as much as $16,000 
or $20,000 a month and they are delayed 
three months in implementing that, that is a 
lot of money even for a large company. 


Mr. Bell (Saint John-Albert): Would it be 
fair to ask if you are hired on an annual fee 
basis to provide this service to companies? 


Dr. Gellman: We are hired on a per diem 
basis, that is, we charge our clients for 
exactly the number of hours of work that we 
devote to their problem. We have standard 
rates for each of our consultants. At the 
moment we have 26 professional consultants 
in our company, and we tend to specialize in 
the systems area. We are probably the largest 
group in Canada specializing in this area. We 
are paid strictly by the hour for the work we 
do. They do not necessarily have any long- 
term contract with us. However, in the par- 
ticular case that we mentioned, the client 
asked us to act as systems manager as well 
until the job was finished, so that this 
extended over practically a whole year. 
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My. Bell (Saint John-Alberi): There have 
been some previous statements to this Com- 
mittee to the effect that many who have 
dealings with Bell and Northern would not 
wish to come forward and state their cases 
because of fear of reprisals. I take it that you 
either have no such fear or are completely 
unconnected with any favours that Bell could 
bestow on you. 


Dr. Gellman: Yes, we thought of this, natu- 
rally. We are in business and we would not 
wish to hurt our position but, frankly, we 
could not think of any possible reprisals that 
Bell could take against us. Although we are 
one of the larger systems consultants we are 
a very small company and we depend on Bell 
only to provide us with our office telephones. 
I cannot conceive of their walking in and 
removing those. 

What else can they do to us? If they were 
to try to discredit us in the eyes of the public 
we are prepared to take our chances on that. 


Mr. Bell (Saint John-Alberi): There are 
three points that Beli made in their brief. I] 
wonder if you would care to comment on 
them. I ask only to try to narrow our prob- 
lems here. You have probably answered 
them, end this may be a case of restating 
some of your thoughts—and I may also not 
be paraphrasing Bell perfectly—but, for 
example, in the brief that Bell presented, 
which is in our Thursday October 19, No. 3 
Committee Minutes on page 72, the witnesses 
for Bell said: 

We do not intend to be anything but 
excellent common carriers. That is what 
we intended to be; that is what we have 
said in the past and that is what. we 
intend to do in the future. 


And then, they made the one exception that, 
because they only operate in Ontario and 
Quebec and because they may be called on 
for overall national duties, they might need 
some authority there. I take it you are more 
suspicious of that statement. 


Dr. Gellman: No, I am not suspicious of 
that statement. I have no way of knowing 
whether Bell is sincere in that statement or 
insincere. All we have done in our brief is to 
identify certain instances where we recognize 
that the Bell service is less than excellent. 
Now, we recognize that nothing can be per- 
fect, but we believe that an improvement is 
feasible and possible and desirable. 
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Mr. Bell (Saint John-Albert): Well, do you 
think there is any disadvantage for Bell in 
that they really only operate in Ontario and 
Quebec with some connections in the Mariti- 
mes—that is, in performing a full national 
service? 


Dr. Gellman: Yes, we state in our brief 
and, as Mr. Holt said, we do concede that 
Bell may have some difficulty due to the fact 
that it is restricted to only two of the ten 
provinces. However, the actual cases that we 
have quoted do not appear to us to depend 
on that question. 


Mr. Bell (Saint John-Albert): But surely in 
the cases where CN/CP Telecommunications 
is competing with Bell, it will become appar- 
ent in this ever expanding field, that they 
cannot provide this national service. 


Dr. Gellman: But, in the case where 
CN/CP was competing with Bell, the reason 
that Bell was unable to compete was not 
because of the geographical limitations but of 
technical limitations. They simply did not 
have the hardware that CN/CP had built 
and invested in. 


Mr. Bell (Saint John-Albert): The second 
point, Mr. Chairman, has to do with the 
business of being allowed to form large com- 
panies to compete internationally. We were 
informed of some of the success Northern has 
been able to get on the international markets. 
This is what the witness says in the same 
Proceedings; it is on page 75. Mr. Vincent 
says: 

Today there is far more talk of compe- 
tition on the world market than ever 
before, and Canada has made quite a 
good start. Northern has been able to do 
it. Just in recent years. To compete on 
the world market a company has to be 
fairly big and fairly efficient. 


Now, just to give you a chance to com- 
ment: it is not so much the bigness but the 
efficiency that you are questioning. 


Dr. Gellman: Yes. 


The Vice-Chairman: Perhaps 
would like to add his comments. 


Mr. Holt 


Mr. Holt: We feel that bigness is not the 
only criterion. Of course we are competing 
internationally. First of all, if our reecommen- 
dations for letting other companies compete 
in Canada in the manufacture of communica- 
tions equipment were implemented we feel 


that these companies would develop an 


Transport and Communications 


November 30, 1967 


expert capability. Canadian companies have 
shown that where given an opportunity they 
have technical competence second to no one, 
including the United States. We feel that in 
this communications area it is so specialized 
and so dynamic that a smail or even a large 
company producing this equipment would be 
able to sell it competitively on the interna- 
tional markets; that, in fact, if these compa- 
nies were competing with Northern HRisctric 
they would all benefit in the long run. The 
improved level of technology would benefit 
the companies that are entering into the mar- 
ket as well as Northern by putting more 
pressure on it to develop its products. 

It is my impression that a great percentage 
of the business Northern Electric has won in 
international export markets, and I do not 
mean to debase their business to any extent, 
has been partly through the assistance of the 
Canadian government in offering interest 
free long term loans to several countries. I 
spoke to someone from IT&T in the Bahamas 
last week and he mentioned thet in every 
case where IT&T is competing with Northern 
Electric where interest free loans or other 
government assistance was not a problem 
they could beat them. He felt that Northern 
Electric was a good company and made solid, 
reliable equipment. But he felt that especial- 
ly in the advanced areas they did not have a 
technology to compete internationally and 
that he did not see them developing this 
technology without some kind of competitive 
influence. 


Mr. Bell (Saint John-Albert): That is inter- 
esting. My third question, Mr. Chairman, is 
about the recommendations in section 8 in 
which the authority is requested for further 
investment powers. Bell states on page 78 
that the main reason is that in this type of 
business, finance business, nowadays you 
have to be more diversified and I will not 
quote because it is a long paragraph, they 
have to be able to present a better financial 
picture and to be allowed to invest in stocks 
and bonds, debentures, all kinds of securities 
of other companies; otherwise they are not 
diversifying the way other large corporations 
are and they might suffer. Now, what do you 
think of this? Do you feel they are sincere 
when they state that that is the reason they 
want section 8? 


Dr. Gellman: We did not address ourselves 
to that particular aspect; we are merely con- 
cerned that if Bell Canada is given freedom 
to cover more ground it will do more harm 
than good for Canada. Their contention may 
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or may not be justified and I hesitate to 
comment on it because I do not feel equipped 
to do so. Our concern has been expressed in 
our brief and I would prefer to keep it at 
that unless Mr. Holt would like to add 
anything. 


Mr. Bell (Saint John-Albert): The only thing 
is, where you are deleting section 8 this 
would take the power away from Bell, but it 
might be that section 8 could be limited so 
that they would not acquire all their unaccept- 
able companies and would be satisfied. 


Dr. Gellman: Yes, that is right. 


Mr. Bell (Saint John-Albert): Well that is 
fine, thank you, I might have other questions 
in connection with the brief. I might say in 
my opinion... 


_ The Vice-Chairman: Mr. Emard. Would 
you wait just a minute Mr. Emard until we 
can get the translation. 


[Translation] 
_ Mr. Emard: I would have some supplemen- 
tary questions to ask in relation to the DCF 
Company. I shall therefore address myself to 
the Company’s representative. In the intro- 
duction, the brochure describes you as a 
‘Canadian management consultant firm. I 
would first of all like to know how large 
your operations are, either your turn-over or 
gross revenue, so as to give me an idea of the 


size of your company. 


[English] 

_ Dr. Gellman: Yes sir, at the present time 
our company has 26 professional consultants. 
This means people who have University 
degrees in various branches of engineering, 
mathematics, accounting, business adminis- 
tration, economics, physics and various other 
areas. Our core knowledge area, the areas 
that we work on rotate, revolve, around com- 
puters end mathematics. Our group has been 
a group of consultants since 1955. I could, of 
course, give you an answer to your question 
about the turnover of our company—by that 
i assume you mean annual dollar volume of 
sales. I hoped Mr. Chairman, I could duck 
‘that question. We are a business organization 
and I believe it would benefit you less, sir, to 
‘know that information than it would benefit 
our competitors. I would be very happy to 
answer any questions at all about our compa- 
ny. We have striven very hard to raise our 
quality continuously so that we give our cli- 
ents good service. 
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I have brought along with me Mr. Chair- 
man, some copies of a booklet that contains a 
brief description of our company and if you 
wish I will be happy to make available a 
copy to every member here. 


[Translation] 


Mr. Emard: Could you tell me what is the 
total number of men actually employed by 
your company? 


[English] 
Dr. Gellman: Twenty-six consultants, plus 


five secretaries and accountants—a total of 
31. 


[Translation | 


Mr. Emard: Ali your consultants are uni- 
versity graduates, if I am not mistaken? 


[English] 

Dz. Gellman: No; nearly all. Of the 26 I 
think 24 are university graduates, one is a 
professional engineer but not a university 
graduate. The other is not a_ university 
graduate but is a junior consultant who 
works on assisting the senior consultants in 
writing programs of instructions for comput- 
ers and you might call him a junior 
consultant. 


[Translation ] 

Mr. Emard: When was 
established? 
[English] 

Dr. Gellman: In 1955. 


your company 


[Translation ] 


Mr. Emard: You mentioned earlier that 
your clients pay you on an hourly-rate basis. 
Is this so? 


[English] 
Dr. Gellman: Yes. 


[Translation ] 

Mr. Emard: That is correct. Have you 
another payment system or is this the only 
one? 


[English] 

Dr. Geliman: That is the only basis. Some- 
times we might give a client an estimate of 
the total cost for a study, but even then our 
total cost is based on the number of hours 
worked by the rate per hour. On occasion we 
purchase computer time on behalf of our 
clients to run some of their studies—to do 
some of the computations involved in the 
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mathematical analysis. In those instances 
when we buy computer time for our clients 
we charge the client exactly what we have 
paid. In other words, our income, our gross 
bill, consists of x hours times y dollars per 
hour plus all other pocket expenses approved 
by the client at our cost. No mark up. 


[Translation | 

Mr. Emard: The value of the equipment 
you recommend in no way influences the 
price of your services. Is this so? 


[English] 


Dr. Gellman: That is correct, sir. 


[Translation ] 

Mr. Emard: I have not brought my notes 
with me, but if my memory does not fail me, 
in the Survey of Industrials of 1966, your 
company appeared as a subsidiary of the 
DeHavilland Aircraft Company, and in 1967 
it no longer appeared. Could you tell me 
what happened? 


[English] 

Dr. Gellman: Yes sir, perhaps I could go 
back a little bit to explain this. In 1955 I 
formed my own company of consultants 
called H. S. Gellman and Company Limited. 
In 1964 the Gellman Company merged with 
DCF Systems Limited which was at that time 
a wholly owned subsidiary of the DeHavil- 
land Aircraft of Canada. About a year and a 
half ago I reacquired, together with my part- 
ners, all the interest in DCF and we became 
independent once more. Tcday, as stated in 
our brief, the company is owned by five 
partners, myself, Mr. Holt and three others. 


[Translation] 


Mr. Emard: I have no further questions; 
thank you. 


[English | 
The Vice-Chairman: Mr. Reid. 


Mr. Reid: 
with you at 
system? 


Dr. Gellman: No. We do not at the moment 
employ technicians to maintain equipment or 
repair it. It does not mean we might not do 
so. If it were in the interests of our clients to 
add such a service in order to provide a 
better implementation facility for them we 


would do so, but at the moment we do not. 


Do you have any technicians 
the moment to repair this 


The Vice-Chairman: Mr. Reid. 
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Mr. Reid: Yes. First of all I would like to 
congratulate Dr. Gellman and Mr. Holt on 
their very excellent brief. 


Dr. Gellman: Thank you. 


Mr. Reid: The first question I would like t 
ask is about the question of satellite com 
munications. It deals with the prospect tha 
if the Government does go into satellite com- 
munications there will be the necessity o 
getting the common carriers to agree to use 
the circuits and what not, because as yo 
pointed out they have a tremendous invest. 
ment in terrestrial facilities. If we accept 
your advice in removing clause 7, this would 
preclude them from participating in any 
meaningful way in the operation of such a 


satellite communications system. | 


Mr. Holi: I think your point is a gocd one, 
perhaps we did not make it sufficiently clear. 
We feel that, of course, the communication 
companies would be a big user of any satel- 
lite communication facilities and of course 
this is natural and we do not object if they 
participate in it. We do not, in effect, think it 
would be desirable to have them control it. 
Some independent body should control the 
satellite communication system and allocate 
channels and set tariffs. 

We feel that if the communications com- 
mon carriers controlled it, they would natu- 
rally develop tariffs and implement a system 
in accordance with their best economic inter- 
ests. This may not, however, coincide with 
the best economic interests of the country. 


Mr. Reid: How do you mean, “controlled”? 
It is possible, for example, for the govern- 
ment to control it without owning any shares 
in a satellite corporation that might be set 
up. 

Mr. Holt: Theoretically, it is possible for 
the government to control it, even though the 
communication companies owned it in its 
entirety. In actual fact, I do not believe that 
the Department of Transport has the 
resources or the number of people that would 
be needed to effectively control it at the 
moment. This is why we think that someone 
else... 


Mr. Reid: It does not have the technical 
capability? 


Mr. Holt: It has the technical capability 
but it does not have enough people or men 
properly to regulate such a system. 
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Mr. Reid: In other words, the Department 
of Transport is not really able to carry out 
some of its functions in this field because of 
lack of staff and... 


Mr. Holt: The Department of Transport, of 
course, was practically the original body in 
Canada to develop some type of technology 
in communication satellites. It managed and 
built the first Canadian ground station and 
did an excellent job. It probably has along 
with RCA Victor and, perhaps the Defence 
Research Board, the most competent group of 
people with knowledge in satellite communi- 
cations. It is a small group and their project 
was built as an experiment or on an experi- 
mental basis, although it is operational now, 
of course. We feel that rather than rely on a 
huge regulatory agency for satellite com- 
munications, why not set it up so that it-is 
run by an independent group in the first 
place? 


mm (11:20 a.m.) 


_ Mr. Reid: You would have no objection 
then, say, to the federal government making 
an offer to the common carriers to join in the 
financing in and the share of control over 
‘such a thing? 


| Mr. Holi: No.. 


Mr. Reid: Say, the federal government 
might take 51 per cent of the cap tal stock or 
even a lesser amount, if it was necessary, 
and then allow the other companies to 


participate. 
| Dr. Gellman: Yes. 


Mr. Re“d: That clears up that question. 


| 


order and for the record, I wonder if you 
would translate that nod into a “yes’? I 
think it is a very important question. 


Dr. Gellman: Yes. 


' The Vice-Chairman: 
was, “yes”. 


Dr. Gellman: 
inaudible. 


Mr. Salitsman: Mr. Chairman, on a point of 


I think the answer 


Lov. SSorry-oif Mit -avas 


Mr. Reid: To continue that theme, does not 
‘the Board of Transport Commissioners have 
a certain amount of control over the Bell 
‘Telephone Company’s operations? 


Mr. Holt: Yes. 


Mr. Reid: Just over the communications 
‘system, though, not over, say, its relationship 
with Northern. 
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Mr. Hoit: We are not here with legal coun- 
sel and we do not pretend to understand all 
the legal ramifications of the current 
regulations. 


Mr. Reid: Nor do we. 


Mr. Holt; As I understand it, there is very 
little control over the  interrelationship 
between the Bell Telephone system and 
Northern Electric I think it was testified in 
this Committee, to the effect, that Northern 
Electric sells equipment to Bell Telephone at 
a different price from that sold to outside 
users. 

This would indicate to me that there is no 
direct Department of Transport conirol over 
intercompany billing prices or other aspects 
of the relationship. 


Mr. Reid: The Board of Transport Commis- 
sioners does have control over certain rates 
that are set by Bell. These are almost exclu- 
sively for the telephone services, if my mem- 
ory serves me correctly. Do you know if they 
deal with the telecommunications section of 
Bell’s operation? 


Mr. Holt: Yes, I believe that they do. 


Mr. Reid: They are currently limited by 
the Board of Transport Commissioners to a 
profit of about 6.5 per cent, I believe, on 
capital invested. Would you not say that one 
of the attempts of clause 8, which allows the 
power to invest indiscriminately, is an 
attempt by Bell to break out of the strait- 
jacket of earning limitations which the Board 
has put them into? 


Mr. Holt: I really cannot answer that ques- 
tion. I honestly do not know. I th’nk it is safe 
to say that our principal objection to that 
Clause is that there is no machinery at the 
present to permit other companies to compete 
in Bell’s areas. Therefore, why should Bell be 
permitted to compete in other companies’ 
areas? 

I think that it has to be on an equitable 
basis, that a liberalization of Bell’s pract-ces 
with respect to the use of non-Bell equip- 
ment would have to accompany any change 
or any permission for them to invest in other 
industries. 


Mr. Reid: Yes. You see the utilization of 
this clause as a take over instrument whereas 
Bell tends to present it as an attempt to 
diversify investment. 


Dr. Gellman: As we mentioned in our 
answer to an earlier question, we have not 
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addressed ourselves to all the implications of 
that clause. It may very well be that there 
are three or four separate questions that 
need to be answered with regard to that 
clause. 

We have simply made one point and one 
only, that the clause as it now stands could 
be harmful. As Mr. Bell suggests, perhaps 
what is needed is not a deletion of the clause 
but an amendment to it. 


Rr. Reid: Yes, that is my feeling as well. 
In your sixth recommendation, you suggest 
the establishment of an independent commis- 
sion. Would this proposed commission take 
over some of the functicns now carried out 
by the Board of Transport Commissioners as 
well as some of those carried out by the 
Department of Transport? 


Mr. Holt: If I can clarify that, we intended 
this commission to be an investigative one 
solely for the purpose of determining what 
should be done in detail with respect to all 
the aspects of communications as a whole. I 
see no reason why the machinery for 
administrating the regulations that were 
developed by that commission would not still 
reside in the Department of Transport. 


Mr. Reid: You would agree, then, that the 
present Canadian Transport Commission 
which absorbed the Board of Transport Com- 
missioners would not be a suitable vehicle 
for this type of function? 


Mr. Holi: It could well be. We have not 
really given much thought to that aspect of 
it, to be quite honest. 


Mr. Reid: Your recommendation indicates, 
though, that you are not that satisfied with 
the present regulatory functions of either the 
DOT or the Board of Transport Commission- 
ers. Is that correct? 


Mr, Holt: Yes. 


Mr. Reid: Some of the cases which you 
have outlined here make rather shocking 
reading. They indicate an attempt by Bell to 
do one of two things—to protect themselves 
against competition which they are not tech- 
nically equipped to meet, or the possibility of 
attempt-ng to hold back developments in 
Canadian communications until it is conve- 
nient for them to provide these services. 


Mr. Holt: Yes, we believe this iSaiedact, 
the case. This whole question of using non- 
Bell equipment on their circuit is a rather 
complicated one, technically. 


Transport and Communications 


November 30, 1967 


We feel that the telephone companies here, 
as well as in the United States, have used the 
technical aspect of it to cloud the issue. They 
maintain that if you connect a piece of 
equipment that is foreign to the system, it 
will somehow damage that system or will not 
work properly. 

In actual fact, the telephone system, as I 
mentioned in the brief, is not a great deal 
more complex than the electrical distribution 
system. All that is required is a set of simple 
standards. 


In North America there is a set of stan= 
dards produced by the Electronic Industries 
Association of Canada wh’'‘ch is not strictly 
adhered to by all equipment manufacturers. 
However, it does provide some sort of a de 
facto standard and people, generally, do 
make their equipment to those standards. ; 


In the U.S. several years ago, independent 
companies won the right from the FCC to 
require AT&T to permit clients—who were 
using not a switched or dial-up circuit, as 
you have in your house, but a private-leased 
circuit—to attached foreign equipment, non- 
Bell equipment, to such circuits. 

In Canada, I am not sure what the current 
regulation is but, in practice, this is not pos- 
sible. There are people with non-Bell equip- 
ment attached to their circuits. I think if you 
went back and investigated every single case 
you would find that each was accompanied 
by a great deal of fighting and difficulty with 
Bell in order to get the permission. As a 
minimum step, we feel that people should be 
able to use non-Western Electric or a non- 
Bell system... 


Mr. Reid: At the present, this is almost a 
privilege, not a right. 


Mr. Holt: Exactly. 


Mr. Heid: I have a supplementary question 
on the information you have just given me. 
Would your recommendation limit the Bell to 
the position of providing common services, 
force them into competition with the soft- 
ware and hardware and remove them from 
the position of being able to dictate package 
arrangements as they now do? 


Mr. Holt: Yes. 


Mr. Reid: This would have certain limiting 
effects on the development of Bell as a corpo- 
rate structure, would it not? 


Mr. Holt: I think initially it might but we 
feel that in the long run it would have the 
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opposite effect. First of all, it would introduce 
more competition; second, it would make it 
easier for people to implement advanced 
communication systems, and simple ones, for 
that matter. In fact, the actual degree of 
utilization of these facilities would grow and 
everyone would benefit, including Bell 
Canada. 


Mr. Reid: Where is the profit, then, on the 
bidding of these integrated systems and 
breaking them down into separate parts? Is 
it in providing the transmission of data ser- 
vices? Is it in providing the hardware and 
software, or in a complete package? 


Mr. Holt: Providing a complete package, 
getting the third part, usually—the terminal 
part of the business that they would not 
normally get. 


Mr. Reid: And Bell is the only company in 
a position to provide this service? 


Mr. Holt: Yes. 


r. Reid: Therefore, it gives them a great 
increase in competitiveness as against some- 
body who is only supplying an aspect? 


Mr. Holt: Yes, well, it really does not 
increase their position. It just decreases the 
other competitors. 


Mr. Reid: Yes. And you are recommend- 
ing—when these packages are put out for 
tender—that Bell or any other company 
should break down the components which 
then should be open to bidding by anybody 
wishing to compete on that basis? 


Mr. Holt: Exactly. Yes. 


Mr. Reid: But is this not a legitimate com- 
petitive edge that a company the size of say, 
Bell or CN-CP Telecommunications, could 
legitimately expect to have as a result of this 
development? 


Mr. Holt: I do not believe so. I think the 
fact that the communications common carrier 
part of that business is regulated, and they 
are a common carrier, and no one else is 
allowed to compete in that area makes it 
necessary for them to split the prices up. If 
everyone could compete in each of those 
three areas, with no restrictions whatsoever, 
then we would have no objection to it. 


Mr. Reid: Yes, I think that is correct. Mr. 
Chairman, I think I will pass now but I 
would like to be recognized on the second 
round of questioning. 
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e (11:30 a.m.) 


Mr. Rock: Mr. Gellman, you are a compa- 
ny of engineers incorporated as consulting 
engineers. What is the make-up of your 
Company financially? 


Dr. Gellman: I am not sure I understand 
the question, sir. 


Mr. Rock: Well, an incorporated body usu- 
ally mentions the amount of finance involved 
within their company... 


Dr. Gellman: Oh. 


Mr. Rock: ...the amount they have in 
manufacturing. Without knowing consulting 
engineers, what is your financial involvement? 


Dr. Gellman: If I might just try to answer 
it, perhaps I will not... 


Mr. Rock: Maybe my second question 
would be more suitable. 


Dr. Gellman: No, let me try, please. 


All our Company provides is people’s time 
and talent. As such, the only capital invest- 
ment needed by a company such as ours is 
that required to rent offices, buy typewriters 
and office furniture, and have enough credi- 
bility. at the bank to be able to pay our 
payroll while we are waiting for our clients 
to pay their bills to us. In effect, a company 
such as ours depends more on talent than on 
capital. Therefore, I believe, the question is 
not too pertinent. 

As I mentioned earlier, five of us own the 
Company and we have invested—I honestly 
do not know exactly how much we have 
invested over the years in it, but we are 
basically dependent upon client fee income to 
pay our salaries. We have a profit-sharing 
plan which enables all of our people, includ- 
ing secretaries, to be partners and the capital 
investment is really not very important to us. 


Mr. Rock: Mr. Gellman, what financial 
responsibility have you in guaranteeing the 
work and services when you are under 
contract? 


Dr. Gellman: Our financial responsibility 
has several facets. In the first place, if it 
should happen, and it has not happened, that 
a client is unhappy with the results of a 
study done by us he would not suffer finan- 
cially. We would absorb the financial 
responsibility. 

When we act as systems manager on 
behalf of a client, and he is installing a very: 
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complicated system that might be worth 
several million dollars, again, we undertake 
responsibility but the losses that could be 
incurred because of any delays on the part of 
his suppliers are not our responsibility 
directly, as a rule. We usually are hired as 
advisers to provide a service and are not 
asked to undertake a total responsibility. 


Mr. Rock: Well, supposing you were hired 
to plan and develop a certain communica- 
tions system and it failed to function in the 
manner it was supposed to—and in a manner 
which you guaranteed it to do, and they took 
you to court—what responsibility then do 
you have? 


Dr. Gellman: If we had undertaken to gua- 
rantee a complete implementation servicea- 
bility, we would have complete responsibility. 


Mr. Rock: Yes, but financially speaking 
now, where do you fit into that? What have 
you to guarantee this? Is it a bond or is it 
rs Eee 


Dr. Gellman: We have never had a con- 
tract of that type with any client in all the 
years we have been in business because we 
are not consulting engineers as much as we 
are management consultants. Our clients do 
not hire us as a rule as systems manager and 
even in the case where we are acting as 
systems manager, the client has not asked us 
to bear financial responsibility but merely to 
hold his hand from a technical viewpoint 
because, after all, we do not provide the 
components of a system. All we have is tech- 
nical know-how. 


Mr. Rock: Yes, but in your technical know- 
how you are recommending certains systems. 


Dr. Gellman: That is right. 


Mr. Rock: Therefore you should be taking 
the responsibility indirectly for that system 
because you are recommending to a client 
who does not know anything about these 
systems. 


Dr. Gellman: Yes. 


Mr. Rock: They are purchasing this on 
your recommendation. 


Dr. Gellman: Yes. 


Mr. Rock: I am saying this for a reason. I 
was a member of a city council and once we 
hired some consulting engineers for an incin- 
erator. These people recommended to the 
municipality an incinerator which was not 
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going to pollute the air, was not going to 
smoke and then, of course, it did smoke and 
it did pollute and we had to close the place 
in five years’ time. The firm did not exist 
after that and the responsibility lay on no 
one, and that is why I would like to know 
where you fit in with this responsibility. 


Dr. Gellman: We have insurance coverage 
for such an eventuality. We have an insur- 
ance policy similar to a chartered accountant 
firm. 


Mr. Rock: So, therefore, you do not even 
trust yourself. If you did you would not be 
incorporated; you would be partners only. 


The Vice-Chairman: I think this is going 
pretty far, Mr. Rock. 


Mr. Hock: Yes, I know but, Mr. Chairman, 
this is an important thing. 


Mr. Emard: That was not a consultant 
you hired. 


Mr. Rock: No, I know that, but with the 
experience I have had in the past I believe 
more in consulting engineers, Mr. Chairman, 
when they are partners and not incorporated, 
for the protection of their own... 


The Vice-Chairman: I would ask you to 
keep to the brief as much as you can, Mr. 
Rock. 


Mr. Cantelon: Mr. Chairman, I think it is 
perfectly clear to all of us that these gentle- 
men are selling a service like any profession- 
al persons, and as professional people if this 
service is not satisfactory it destroys their 
reputation. Consequently, without a reputa- 
tion they cannot do business so I do not 
follow Mr. Rock’s line of questioning at all. 


Mr. Rock: I am not casting any reflection; 
I am just speaking from the experience I 
have had before and I just want to know the 
reasons why you are incorporated and not 
under partnership. 


Dr. Gellman: The reason why we are 
incorporated, rather than under partnership, 
is that when we merged with DCF Systems, 
it was an incorporated company trying to do 
other kinds of things. When we re-acquired 
the shares, frankly it was more trouble than 
it was worth to change the name and the 
constitution. I would like to suggest if you 
wish, if you have a copy of our brochure, 
that we would be happy to have you speak 
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to any of our clients and let them tell you 
about us. 


Mr. Rock: No; I do not think that will be 
necessary, actually. 

On page 21 of your brief, you say that at 
present Bell Canada does not have an 
impressive competence in the field of satellite 
communications, nor does its. subsidiary, 
Northern Electric. How do you arrive at this 
evaluation of Bell and Northern Electric’s 
competence. 


Dr. Geliman: We had the privilege of act- 
ing as technical advisers to the Department 
of Transport when the Devartment of Trans- 
port built the ground station at Mill Village, 
Nova Scotia. As such we monitored the vari- 
ous activities and we came to see the capabil- 
ity of the various people involved and that is 
the basis for our statement. 


Mr. Rock: Well, then, this ability to evalu- 
ate a company’s technical competence is 
important to you. I would say it is also 
important to you because of the product that 
you are selling—your services as consultants. 


Dr. Gellman: That is right. 


Mr. Rock: By the same token, you are 
rating highly organ‘zations in your brief such 
as RCA, NRC, COTC, DOT and DRB, De- 
fence Research Board. Now, the DOT award- 
ed in November, 1966, a contract to Northern 
Electric for a study of satellite communica- 
tions. Was DOT, at that time, misinformed? 


Dr. Gellman: No. 


Mr. Holt: Did not Northern Electric sub- 
contract a substantial part of that contract to 
Hughes Aircraft in the United States? 


Mr. Rock: No. I think this was already 
prearranged, or something. I will come to 
that Mr. Holt. The Minister of Transport’s 
Parliamentary Secretary, Mr. Byrne in an 
answer to a question in the House—No. 
2757—Mr. Coates March 14, 1967—referred 
to previous work done by Northern and par- 
ticularly that contract awarded by Defence 
Research Telecommunications Establishment 
for an experimental satellite ground station. 
Do you believe, then, that the Defence Re- 
search Board was also misinformed? 


Dr. Gellman: Our belief is that if you were 
' to rank the organizations by quantity and 
quality of experience, that Northern Electric 
would be at the bottom of the list relative to 
these others. We are not suggesting that these 
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departments were misinformed. We have no 
bas s for knowing why these contracts were 
awarded. It is conceivable that it is in the 
interests of the country to give Northern 
Electric an opportunity to acquire more 
experience and we do not question this. All 
we are saying is that up to the present time, 
the relative experience of Northern Electric 
does not compare favourably with the others. 


Mr. Rock: Well, I could read parts of the 
answer that was given to this question. 


Mr. Reid: Give us the date of it. 
Mr. Rock: The date of the question? 
Mr. Reid: Yes, and the answer? 


Mr. Rock: The question was asked on 
April 10, 1967, on page 1718 of Votes and 
Proceedings, the number of the question was 
2,75>7—Mr. Coates—and the answer was 
given on November 1, 1966 but the answer 
you would find in Room No. 130. I do not 
think it was read out in the House at the 
time. I think it was just one of those that are 
tabled. 

On page 21, you say that the true benefits 
of satellite communications would not be 
passed on to the users until the existing 
facilities had been fully amortized, if even 
then. I do not quite understand, if the Bell’s 
rate of return is limited to 6.6 per cent of the 
invested capital, how you can avoid passing 
satellite benefits to telephone users. They are 
limited to a return on their total investment 
of 6.6 per cent. 


Dr. Gellman: As Mr. Reid mentioned ear- 
lier in one of his questions, to which we 
replied yes, it seems to us reasonable that 
without some competitive forces at work an 
organization would be interested in continu- 
ing to use its existing facilities as iong as 
possible rather than bringing in new ones. 


Mr. Rock: You are saying, then, that the 
Bell Telephone is not keeping up to date. 


Dr. Gellman: That is right. 


Mr. Rock: It is hard to agree with you in 
this respect. 


Dr. Gellman: Are you able, sir, to get... 


Mr. Rock: You go around in many parts of 
the world and I think we are more up to 
date than most of the countries in the worid, 
so how much better can we get? 
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Dr. Gellman: Would you, sir, be able to 
arrange for me to get a telephone in my 
office in Toronto that has push buttons on it? 


Mr. Rock: Now, you see, here we have 
other briefs complaining that people are 
forced by Bell to accept new services and 
new ideas and now you are here speaking to 
the contrary. 


Dr. Gellman: Our brief merely maintains 
that the more progress made in the com- 
munications industry, the better it will be for 
Canada. 


Mr. Rock: Yes, but you as technicians 
know well that it is impossible just to turn 
around tomorrow and say: All right, we are 
going to give you that without changing some 
of the other services within the communica- 
tions system. Is that not right? 


Dr. Gellman: There has to be an inevitable 
delay. We are suggesting the delay is longer 
than necess3ry. 


Mr. Rock: Yes, but The Bell Telephone 
Company, do you not agree, is a big coinpa- 
ny? It has services throughout Ontario and 
Quebec and they cannot, just overnight, 
change the whole system and introduce push 
buttons. They are starting it in different 
areas but I do not think you would exvect 
them to make a big change overnight 
throughout Quebec and Ontario to the puch 
button system. I mean, I do not think it is 
fair to complain that if you demand that 
immediately, you will not get it. This is nor- 
mal. If I demand the push button system for 
my office right here I will not get it either; I 
do not think this is a fair example. 


Dr. Gellman: No. It is not a very important 
example, I agree. 


Mr. Rock: Nor a fair example. 


Dr. Gellman: But the examples we have 
cited in our brief deal with cases that I think 
could justifiably have been handled better 
with competitive forces at work. 


Mr. Rock: On page four you mention 
CN/CP and their broadband switching net- 
work. I get the impression on reading your 
brief that they are quite progressive in 
communications. 


Mr. Holt: In this particular area, yes. 


Mr. Rock: Yes. Well, how big are they in 
this field? 
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Mr. Holi: This is really not a field. This is 
just one aspect of data communications, the 
provision of switched high-speed service as 
opposed to private high-speed service. We 
feel that in this area they have made the 
investment and have established definite 
superiority over the Telephone Company in 
this system and that they should not have 
obstacles placed in the way of their realizing 
the benefits of this investment. In other 
areas, CN/CP has deficiencies that rank 
equal to that of Bell Canada. I think in the 
opening paragraph we mentioned that we 
have problems with all the common carriers, 
not just Bell Canada, but because this Bill 
deals with Bell Canada we confined our com- 
ments to Bell. 


Mr. Reck: What type of systems does 
CN/CP have? Is it Telex, is it teletype? 


Mr. Holt: What type of assistance? 


Mr. Rock: No, no. What type of communi- 
cations systems. 


Dr. Gellman: Oh, systems facilities. 


Mr. Holi: They are permitted to offer leased 
voice grade circuits, switched and private 
teletype or hard copy transmission facilities 
and switched data transmission facilities. 


Mr. Rock: Did you name these circuits to 
anyone? 


Mr. Holi: To anyone? 


Mr. Rock: To anyone who wants a circuit 
to be leased. They do this also as well as 
Bell? 


Mr. Holt: Yes. 


Mr. Rock: Do they have the microwave 
system also? 


My. Holt: Yes, they do. 


Mr. Rock: Do they also supply TV network 
services? 


Mr. Holt: I do not believe they have a 
contract. They may have. They have the 
capability in their microwave system but I 
think Bell has all the TV transmission. I am 
not sure of that point. 


Mr. Rock: Then what you are actually 
Saying is that the CN/CP is a dynamic 
aggressive and strong competitor to Bell 
Telephone. 
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Mr. Holt: In one area they have managed 
to offer service superior to Bell Telephone 
and we believe that this restriction should 
not be placed in the way of users who wish 
to use this service. 


Mr. Rock: On page five, in Case No. 1, you 
mentioned that dataline offering was 
designed as a temporary stop-gap measure 
until Bell Canada could prepare its own 
broadband switching service. This service is 
not expected until 1968. Would you say that 
Bell is trying to meet the competition of 
CN/CP? 


Mr. Holt: Yes. It appears that they are. 


Mr. Rock: Is there something wrong with 
trying to keep up to date? Before you were 
Saying that they are not up to date and now 
you are criticizing them for trying to catch 
up with CN/CP. 


Mr. Holt: Let me ask whether you think 
Bell Telephone would have offered this ser- 
vice in 1968 if CN/CP had not offered it in 
1966? 


Mr. Rock: This is normal. This is competi- 
tion. When a company finds something new 
in another part of the world, surely they 
nave their technicians look into it, work on it 
and, possibly, go into it and maybe try to 
develop something even better. This is nor- 
mal. I think you people may be involved in 
things like this sometimes. 


Mr. Holt: Yes, we would hope so. Our 
point is that if competition were more preva- 
lent in all aspects of communications services 
and equipment, these developments would 
proceed at a much more rapid pace than they 
do now. 


Mr. Rock: Thank you. 


Mr. Deachman: Dr. Gellman, this is a brief 
that bristies with technology and I do not 
feel very competent to come to grips with 
many of the things you say. I think it points 
up the necessity, Mr. Chairman, for someone 
with expert knowledge to brief us before we 
come to the end of the hearings with regard 
to Bell Telephone. I have a couple of general 
questions I want to pose to you because of 
your knowledge in the field, Dr. Gellman and 
the first one is this: In your opinion, what is 
the present technical capability of the federal 
Government to oversee the development of 
communications systems in Canada and to 
regulate them in the interests of the public? 
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When you answer that question I want you 
to give us your answer in terms of what you 
already know, for example, of FCC regulato- 
ry capacity and make some kind of a 
comparison. 


Dr. Gellman: I wonder, Mr. Chairman, if I 
could ask Mr. Holt to answer that question. 


The Vice-Chairman: Mr. Holt? 


Mr. Holt: I think your question is a good 
one. I am not sure that we can give you a 
satisfactory answer. 


@ (11:50am. 


We are familiar with most of the major 
government agencies who have responsibility 
in the fields in question. From our dealings 
with them it is my opinion that they have 
competent staffs and that they have done 
everything within their powers to perform 
the regulatory function properly. However, in 
comparison with, let us say, the United 
States, where there are numerous complaints 
that the FCC is totally inadequate in terms of 
the number of technical people on its staff 
and the resources and the time available, and 
so on, to police the American communications 
industry—if you compare the size of our 
regulatory agencies in Canada, even dis- 
counting the disparity in size of countries 
and complexity of the systems—the Federal 
government is not spending enough money in 
this area. The regulatory function has not 
been exercised to the extent that it could, or 
should, have been. This is not because of any 
deficiency in the technical capability in the 
departments of the government concerned, 
but primarily the lack of modern legislation. 

In this respect I think we agree with Bell 
Telephone’s request for the updating of 
regulatory laws governing their operations. 

Another problem is that the number of 
professional technical people in the Canadian 
Government agencies is definitely not suffi- 
cient to go into the complexities and the 
technical and financial aspects of the various 
new developments in communications. 

In the United States the FCC is now con- 
ducting a massive probe of the whole com- 
puter communications spectrum, on the basis 
that you have to look at these things as a 
whole; that you cannot look just at satellite 
communications, or microwave networks, or 
television transmission facilities, and so on; 
that you have to look at whether computer 
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utilities should be regulated and at an inte- 
grated communication system. The Cana- 
dian Government agencies definitely do not 
have the funding to conduct a probe on that 
scale, or to administer such regulations. 


Mr. Deachman: Is it your opinion that had 
a more highly developed regulatory staff in 
the regulatory body existed in Canada some 
of the questions which you have raised in the 
examples you have given us would have 
been resolved by the regulatory body, and 
that you would not be presenting them as 
examples this morning? 


Mr. Holt: I believe that some of them 
would have been, yes; probably not all of 
them, but some of them. 


Mr. Deachman: Do you believe that the 
United States is far ahead of us, or more 
liberal in its regulatory procedures, in giving 
aid and impetus to the electronics industry? 


Mr. Holt: Yes, I believe it is. One example, 
which I have mentioned already, is that it is 
permissible to use non-AT&T equipment on 
a leased telephone circuit. 


Mr. Deachman: Within the AT&T’s terri- 
tory? 


Mr. Holt: Yes; which is virtually every- 
where in the United States. 

Secondly, if the Carterfone and microwave 
cases are carried through, as they appear to 
have been, it will then be possible to connect, 
or to use, non-AT&T equipment in all cir- 
cumstances, so long as it conforms to techni- 
cal specifications. 

If both of those regulations are enacted I 
believe that it will then be considerably more 
liberal than it is here. 


Mr. Deachman: Let me put the same ques- 
tion in rather reverse fashion. Can you name 
the factors which, in your opinion, limit or 
inhibit the growth of the electronics industry 
in Canada? 


Mr. Holt: Do you mean in the communica- 
tions business, or in general? 


Mr. Deachman: I mean in general. 


Mr. Holt: In the communications business, 
in particular, the fact that the majority of 
the services and equipment in this country 
are supplied by one company and its manu- 
facturing subsidiary, or by another company 
which is a subsidiary of the railroads, with 
very little opportunity available to any 
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Canadian company to supply equipment 
other than in a few very specific areas, is a 
definite limitation on the growth of electrcn- 
ics equipment manufacturing concerns in this 
country. 


The electronics industry in general very 
literally faces the same problem as does any 
secondary manufacturing industry, that of a 
small market compared to the United States, 
with very large and very efficient companies 
in the United States in competition with it. 


In other areas, Canadian companies have 
managed to develop products that are salea- 
ble in international markets, even given the 
limitations of a small domestic market. In the 
communications electronics business, in par- 
ticular, I think that the same development 
would occur if there was an opportunity to 
develop the domestic market. As it is, there is 
a zero domestic communications equipment 
market other than in a very few specific 
areas. 


Mr. Deachman: You said that you found it 
cumbersome’ and restrictive—although per- 
haps those are not your exact words—to deal 
with Bell Telephone in certain matters. Have 
you found it equally restrictive and cumber- 
some to deal with the railways in some com- 
munications matters? 


Mr. Holt: Of the instances in which we 
have dealt with both, I would say that in 
half of them the railway companies were 
definitely easier to deal with; and in the 
other half they were about the same as the 
Bell. It depended almost entirely on what. 
area we were investigating. 


In the area in which the railways are 
strongest, conventional teletype and leased 
voice circuits, their rates and services are 
very similar to those of the Bell Telephone 
and they are about the same to deal with. In 
some of the newer areas they were much 
more anxious to develop a market and were 
therefore much easier to deal with. 


Mr. Deachman: In other words, in areas 
where the Bell system and the railways sys- 
tem are competitive you found it easier to 
deal with each of them, and in areas where 
they have a degree of monopoly you found it 
more difficult? 


Mr. Holt: I would not say “a degree of 
monopoly”. I was talking about a new or ad- 
vanced area. There is little to choose between 
them in the well-established, conventional 
communications area. In the newer areas, the 
railway, on about half of the occasions, has 
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been much easier to deal with. I am thinking 
in particular of this switched high speed 
service. 


Mr. Deachman: Those are all my questions. 


The Vice-Chairman: Mr. Reid, 


second round. 


on the 


Mr. Reid: I want to ask one or two ques- 
tions on the first example you gave of dis- 
criminatory pricing. On page 5, in the first 
paragraph, you point out the difference be- 
tween the cost of the private, leased circuit, 
and that which had been given by CN/CP 
telecommunications. In effect, then, Bell was 
subsidizing its entry into this new field 
through the profits it was making on other 
services, particularly pay telephones? 


Mr. Holt: Yes. 


Mr. Reid: They were doing this because 
they lacked the technical competency, or—per- 
haps that is too strong—they lacked the facili- 
ties at the moment in Canada to do this? 


Mr. Holt: Yes. 


Mr. Reid: In the second case, you mention 
that they had gone ahead and did not even 
have the means to figure out what the 
charges were. 


Mr. Holt: Yes. 


Mr. Reid: The final case of discriminato- 
ry pricing was where you found that the Bell 
engineers were unable to correct mistakes 
that they: had made in the two computers 
which you had purchsed. 


Mr. Holi: Yes; we had very great difficulty 
in trying to find someone to tell us. What 
happens is that the data set is wired to a 
device that takes information from the com- 
puter and puts it on a communications line, 
and vice versa. The data set has to be set up 
so that it is prepared either to receive data or 
to send it out. In this case, both data sets 
were wired to send out, so that they could 
not talk to each other, therefore one of them 
had to be rewired to be able to receive. We 
could not find anyone... 


Mr. Reid: Were they ordered this way? 


Mr. Holt: No; they were ordered in the 
proper way. 


Mr. Reid: And they came with this error? 


Mr. Holt: That is right. Eventually, because 
we had an urgent programming deadline to 
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meet, and even though we are not hardware 
engineers, we undertook to rewire it our- 
selves and were successful in doing so. 


Mr. Reid: Do you know why the equip- 
ment took this circuitous route? 


Mr. Holi: I suppose it was to maintain the 
image that it was manufactured by, or came 
from, a Bell Canada facility, Northern 
Electric. 


@® (12:00 noon) 


Mr. Reid: In your view, do all these five 
cases, with particular emphasis on the three 
we have just spoken about, indicate a deter- 
mined effort to block competition? 


Mr. Holt: We feel this is so, in this area. 


Mr. Reid: With that in mind, would you 
say that Bell could be prosecuted under cur- 
rent legislation on restraint of trade, or that 
it would be a matter to be dealt with by the 
new consumer corporate affairs department of 
the federal government? 


Mr. Fiolt: Dr. Gellman, perhaps you would 
like to answer that. 


. Dr. Gellman: I do not think we are in a 
position to answer that question. We are 
technical consultants, not legal or legislative 
consultants. If I may, Mr. Chairman, I would 
prefer to pass. 


Mr. Reid: Yes; and I sympathize with you; 
but the point I wanted to make is that it is 
this type of behavior that should be looked 
into by this new department. I wanted to 
know if you thought there was sufficient evi- 
dence to present such a case before the 
courts. 


Dr. Gellman: Well, as far as evidence is 
concerned, the cases we quote here are not 
fabricated. We can certainly prove that they 
are true. We have no opinion on the prosecu- 
tion aspect. 


Mr. Reid: If the new department took Bel 
to court would you be willing to testify as 4 
witness? 


Dr. Gellman: We asked ourselves this 
question before we submitted the brief. Al- 
though we are a fairly large consulting com- 
pany, we are not a large one. We are natu- 
rally reluctant to spend a lot of time and 
effort on such things. It might even be fair 
for the Committee to ask: Why are these 
people here anyway? It has cost a lot of time 


344 


and effort to produce the brief and come to 
Ottawa to speak to you. If it did not sound so 
“corny” I would suggest that, as members of 
the business community and as citizens hav- 
ing knowledge that could be of use to the 
Committee, we thought it was the right thing 
to do. 

However, if the Committee, or anyone else, 
were to ask us to spend more time and effort, 
on if we were to become involved in any 
controversy which involved a great deal of 
time and effort on our part, I think we would 
have to examine very carefully just how 
much money we would be willing to invest 
in further participation. 


Mr. Reid: My question was this: If, say, 
the new department were to make an investi- 
gation into this, or take the matter to the 
courts, would you be willing to appear as 
witnesses, or to be called to testify? 


Dr. Gellman: I assume we would have to, 
if we were asked, would we not? 


The Vice-Chairman: Mr. Cantelon. 


Mr. Cantelon: Mr. Reid has asked almost 
the identical questions that I was going to 
ask. I was curious about why the gentlemen 
had appeared. I thought they could give us 
an answer, and this they have done. I also 
wanted to ask just exactly how solid these 
cases were. They have indicated that they 
feel that they are fully documented and that 
they are prepared, if necessary, to produce 
evidence to show that they are true. There- 
fore, my questions have been answered. 


The Vice-Chairman: Mr. Lind. 


Mr. Lind: Dr. Gellman, on page 20, refer- 
ring to the satellite system, you quote the 
example that it is just as cheap to send a 
message by satellite from Vancouver to Mont- 
real as it is from Toronto to Montreal. 


Dr. Gellman: Yes. 


Mr. Lind: My question is this: Are we on 
the verge of a complete revolution in com- 
munication services, where we will have the 
line system versus the satell.te? 


Dr. Geliman; Yes, I believe we are. I 
believe that the evidence of the number of 
ground stations that are being installed 
around the world would indicate that this is 
a very, very significant development and 
while any forecast or prediction is risky to 
make in the sense that one cannot be sure of 
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the margin of error, I think this is a fairly 
safe one to make. 


Mr. Lind: Since we seem to have the two, 
at least, in Ontario and Quebec, we have the 
Bell system and the CNCP system, would it 
be a fair question to say that th's should not 
become the monopoly of either system? 
Should there not be a joint effort with the 
Canadian government and these various 
systems? 


Dr. Gellman: Yes, this is our view. We 
believe it would be better for the control and, 
perhaps, even operation of this system to 
rest with the Canadian government and the 
Canadian people. 


Mr. Lind: You would not like to make any 
recommendations about how that could be 
done would you? 


Dr. Gellman: I would prefer not to do this 
because we really have not thought of any 
particular mechanisms. On the other hand, it 
comes readily to mind that the United States 
might serve as one example where the gov- 
ernment is an equal partner with industry in 
developing such systems. 


Mr. Lind: How many in the United 
States—other systems—are in it with the 
government. Could you outline that for us? 


Dr. Gellman: Mike, do you know? 


Mr. Holt: All the United States common 
carriers own shares in COMSAT. AT&T 
are the biggest stockholders but ITT, RCA 
and so on, all own shares—Western Union. 


Mr. Lind: Thank you very much. 


[Translation | 
Mr. Emard: Mr. Chairman, on page 2 of 

the brief of the DCF Systems Limited we 

read: 

[English ] 
It has been demonstrated that Bell Cana- 
da has not developed sufficient technical 
competence in the design of computer- 
oriented communications systems, or in 
other advanced systems. 


[Translation ] 

I call your attention to the word ‘demon- 
strated.” I cannot recall such a demonstration 
ever having been made. I would like to know 
when, by whom, and where this demonstra- 
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[English] 

Dr. Gellman: Perhaps it is unfortunate that 
the phrase “It has been demonstrated” 
appears on page 2 when the demonstration 
follows page 2 throughout the brief. We are 
referring to the specific case histories where 
we refer to a relative lack of technical 
competence compared to other competitive 
entities. 


[Translation] 


Mr. Emard: In your brief, you describe six 
diiferent cases where you complain about 
the dealings of The Bell Telephone Company 
of Canada. Did the DCF Systems Limited 
Company act as consultant in all the afore- 
mentioned cases? 


[English] 
Dr. Gellman: No, sir, we were not. We 


were the consulting firm, I believe, in two of 
the six but not in the others. 


[Translation] 

Mr. Emard: Could I know which ones? 
[English] 

Dr. Gellman: As we mentioned in the 


brief, we have not stated the names of com- 
panies involved. Since we indicated we 
would be prepared to back all our statements 
with documents, I would ask the Chairman 
to guide me on this matter since I am not 
familiar with the proper approach. I am 
naturally reluctant to give these names 
unless the... 


[Translation] 


Mr. Emard: I do not think you understood 
this correctly. I did not ask you to reveal the 
names of the companies who comprise the 
object of these cases. I would like to know, in 
reference to these cases, when you acted as 
consultant, as technical consultant. I know 
that concerning Case No. 4, which involves 
the government, you have acted as the con- 
sulting firm. You have acted as such in two 
cases. I would like to know which was the 
other case where you acted as consultants. I 
do not wish to know the names of those 
concerned. 


[English] 

Dr. Gellman: Case No. 5, I believe. Is that 
correct, Mike? Case 5 is one of them. No, 
| wait a minute—that is not one. The one 
where we connected the terminals—Case 6 
was a client of ours. Are there any others? 


Mr. Holt: Case 1. 
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Dr. Gellman: And Case 1—That is it. 
Those were the two. 


[Translation ] 


Mr. Emard: Could you tell us how you 
obtained this information? Was it from confi- 
dential sources? I would like to know if you 
really have the facts. 


[English] 

Dr. Gellman: It is natural for people such 
as ourselves in the computer industry to 
know a lot of people through service consult- 
ants in the computer industry and related 
communications industries. It is also natural 
for people in the industry to meet and to 
talk. We have picked up this information 
and, as we mentioned in our brief to the 
Committee, we are quite prepared to prove 
what we say. We have not included names 
and documents here, mainly because we did 
not think this would be wise to do. But we 
would not make such statements without 
complete proof. 


[Translation] 

Mr. Emard: I do not think that the Com- 
mittee is interested in knowing any names. It 
would be of absolutely no assistance to us, 
But I would nevertheless like to be sure that 
you have the facts as they really are, for you 
undoubtedly know, that The Bell Telephone 
Company of Canada will have to appear 
before this Committee to answer these 
charges. I wonder what your attitude would 
be at that time, if the cases you have submit- 
ted to us were different according to the 
interpretation which The Bell Telephone 
Company of Canada would give. 


[English] 

Dr. Gellman: All I can say is that we 
regard ourselves as responsible people. As I 
said at the outset, we had nothing against The 
Bell Telephone Company of Canada or any 
other company. Our motives in coming here 
today have been stated explicitly by us and 
subject to it costing us a lot of time and 
money to get into controversial discussions 
with the Bell, we stand by our statement. 


[Translation] 

Mr. Emard: If I refer now on page 8, to 
Case 4—I can well understand that vou have 
no intention of mentioning the names of the 
companies involved, as you say it. When it is 
a question of a government department, in 
my opinion it would be far easier to under- 
stand if the department were identified. I 
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hardly think it would fear reprisals from The 


Bell Telephone Company of Canada. 
[English] 

Dr. Gellman: We omitted the name here 
for consistency’s sake. 


{Translation ] 


Mr. Emard: I do not follow your argument 
when you speak of ‘“consistency’s sake”. 


[English] 

Dr. Gellman: We stand by our statement 
that we are prepared to give the Committee 
whatever documentation it needs; however, 
many parts of the Federal Government have 
been, and continue to be, clients of DCF 
systems and we owe it to our clients not to 
divulge any confidences in our dealings with 
them. 


[Translation] 


Mr. Emard: I now refer to another sen- 
tence on page 8. You say here on line 9: 


[English] 
When asked to divide this price into 
three separate categories, Bell Canada 
refused to do So. 


[Translation] 


According to me and according to your 
brief, I believe you should have yourselves 
separated your proposition in at least two 
categories: You should have established a 
price for the equipment and a price for the 
telephone service. If we proceed to page 5, 
for instance, you mention that the price of a 
private telephone circuit is $3 or $4 per 
month and per mile. Automatically, then, you 
should have, I think, made that separation 
yourself, lie separate the package deal of the 
Bell Telephone Company of Canada. 


[English] 

Mr. Holt: If I may answer that question: It 
is not possible for us to give quotations on 
the equipment or service of another compa- 
ny, especially when those services and rates 
for those services tend to change with fre- 
quency. We know what the normal charge is 
for a long-distance telephone circuit. We 
know what the normal charges are for their 
data sets and other equipment and we know 
what the normal charges are for their termi- 
nal equipment, however, in our experience, 
these charges tend to vary both with time 
and with the area in which a quotation is 
obtained. It is always our policy to rely on 
the company itself to provide prices with 
respect to its services. 


Transport and Communications 


November 320, 1967 


[Translation] 


Mr. Emard: Could you tell me if the 
department involved, on page 8, complained 
about The Bell Telephone Company dealing 
with the Board of Transport Commissioners? 


[English] 
Mr. Holt: I do not believe so, sir. 


[Translation ] 
Mr. Emard: I would like to go on to page 
11, Case no. 6. 
I am not quite sure what you mean when 
you say: 
fEnglish] 
...Bell Canada to finally obtain their 
agreement to supply the data sets. 


[Translation] 

What is the meaning of the word “supply”? 
Was this a rental or a loan? 
[English] 

Mr. Holi: We purchased the equipment. 


[Translation] 

Mr. Emard: From whom did you purchase 
it? 
[English] 

Mr. Holt: Our client purchased it through 
the local telephone company that he was 
dealing with. 


[Translation] 
Mr. Emard: Your customer in this case was 
Alberta Government Telephone, was it not? 


[English] 
Mr. Holi: Yes. 


Dr. Gellman: No. 
Mr. Holt: Oh, I am sorry. 


Dr. Gellman: Our client was not Alberta 
Government Telephones; the supplier was. 


Mr. Emard: The supplier, because... 


[Translation | 

Mr. Holt told us a while ago... 
[English | 
...that we were dealing with Alberta tele- 
phone company. That we were dealing with 
them this project. 


Dr. Gellman: Yes, were dealing with them 
as suppliers to our client. 
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Mr. Holt: In this case Alberta Government 
Telephones had subcontracted the engineer- 
ing and provision of equipment. In fact, all 
the detailed design of the system to Bell 
Telephone operating out of their Montreal 
office. 


[Translation] 

Mr. Emard: And in this case, your custom- 
er purchased the data sets for you, is this not 
true? Were they purchased from The Bell 
Telephone Company of Canada? 


[English] 

Dr. Gellman: They purchased the set from 
Alberta Government Telephones but Bell 
Telephone assisted Alberta Government Tele- 
phones in the technical aspects of providing 
the necessary service. And when we said that 
out client purchased them and provided them 
to us, they were only put into our Toronto 
offices for test purposes. They were ultimate- 
ly shipped to our client’s offices. 


Mr. Holi: Let me clarify one point here. 
We were dealing normally with Alberta Gov- 
ernment Telephones. Bell Telephone was 
responsible for the engineering by virtue of 
its being subcontracted by AGT. Because we 
were located in Toronto and were unable to 
get service from AGT or Bell in Montreal, 
they instructed us to attempt to purchase the 
data sets through the local Bell Telephone 
office in Toronto which we tried to do. We 
were told that we could not get the data sets 
unless we leased a telephone—a local tele- 
phone, which, of course, we did not need. 
And this is where the disagreement occurred. 


[Translation ] 

Mr. Emard: But, here you blame The Bell 
Telephone for the time you had to wait for 
delivery of these data sets. 


The Vice-Chairman: Would you rephrase 
your question, Mr. Emard? 


Mr. Emard: In your brief, here, you say 
that Bell Telephone is responsible for the 
delay in delivery of these data sets, but if it 
was not Bell Telephone which was responsi- 
ble, why blame them? 


[English] 
Mr. Holt: It was Bell Telephone that was 
involved in that particular case. 


[Translation ] 

Mr. Emard: Could you repeat that? I do 
not quite understand; what you have just 
told me is all confused. Who purchased the 
data sets, and from whom? 
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[English] 

Mr. Holt: Let me tell you the whole story 
again. It is confusing and that is partly a 
characteristic of dealing with telephone com- 
panies. The client we were working for was 
located in Alberta, therefore, we had to deal 
nominally with Alberta Government Tele- 
phones. The test system is located in Toronto. 
We wished to use two of the data sets to test 
two of the computers in Toronto because that 
is where our programming staff is located. 
We asked Alberta Government Telephones to 
get us two data sets for test purposes. After 
a lot of delay and consultation with Bell 
Telephone, they said they could not do it in 
the time we required but we could get them 
directly from Bell Telephone in Toronto. We 
then went to Bell Telephone in Toronto and 
asked them to procure us the data sets. They 
said they could in fact supply the data sets, 
they had them in stock, but in order for us to 
use them, we would have to lease a local 
telephone circuit to and from our office to 
their exchange. We did not need this and it 
would have cost money. This is where the 
first disagreement occurred. When we finally 
were able to get them to agree to let us instal 
the data sets without supplying a telephone 
line, the data sets finally arrived after anoth- 
er delay, and I mentioned the routing they 
took. When they arrived they were wired 
incorrectly and we were not able to get any- 
one from Bell Telephone to rewire them; we 
had to do that ourselves. Does that clarify it? 


[Translation] 

Mr. Emard: Do you believe that the elec- 
tronic computer industry which is taking on 
more and more importance should be regu- 
lated by the government? 


[English] 

The Vice-Chairman: I think you are going 
pretty far, Mr. Emard. Are you through with 
your questions? 


[Translation] 

Mr. Emard: On page 14 Mr. Chairman, the 
DFC company refers to Microwave Com- 
munications Incorporated of the United 
States which has asked for a licence from the 
FCC in order to get certain special communi- 
cations services. I would like to ask a few 
questions on that topic. Do you believe that it 
is a good thing to have an alternative 
microwave network to that of the Bell 
system? 
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[English] 

Mr. Holt: I am sorry. Do we think it is a 
good thing to have an alternative in the Bell 
Telephone system? Yes, we do. 


[Translation ] 

Mr. Emard: Does not the Department of 
Transport have full powers, under the act on 
broadcasting, to issue a licence to operate a 
microwave network? 


[English | 
Mr. Holt: As I understand the enabling 
legislation, it is. 


[Translation] 

Mr, Emard: Do you believe that Bell Tele- 
phone can _ successfully oppose such an 
application? 


[English] 

Mr. Holt: Yes, I believe they would oppose 
an application by a third party for a com- 
petitive microwave system. 


[Translation] 

Mr. Emard: Can you quote some cases 
where Bell actually did oppose such applica- 
tions and where its opposition was a success? 


[English] 
Mr. Holt: No, I do not know of any specific 
cases. 


[Translation ] 

Mr. Emard: Are you aware that between 
Montreal and Quebec, for instance, there are 
two alternative microwave systems to the Bell 
system? There is that of the CNCB system 
and that of the Hydro Quebec. 

[English] 

Mr. Holi: Yes, but I think you may be 
misconstruing the purpose of our including 
this case 2 as an example. We are not neces- 
sarily advocating a third microwave system. 
We are advocating, as it is stated there, that 
such a service should be approved in such 
situations where it can be demonstrated that 
another party can offer service where either 
the rates are better or provide a service 
Which is not presently available. I think we 
made it clear that this would be only in 
certain specific instances. 


[Translation] 

Mr. Emard: I have a remark to make: on 
page 16 of your brief there are two excerpts 
which appear to contradict each other. 
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On page 1, you say: 
[English] 

The effect of this could be a further 
deterioration in the communications ser- 
vices and equipment now available in 
Canada. 


[Translation] 

Whereas on page 16, in paragraph 2, you 
say: 
[English] 

It is a fact that Canada has a large, 
efficient, relatively low-cost telephone 
network. Service is reasonably good, the 
quality of the equipment is adequate and 
it is quite easy to obtain new or addi- 
tional telephone equipment whenever 
desired, even when moving from one end 
of the country to another. The above 
situation is in marked contrast to the 
situation in several advanced European 
nations where government operated tele- 
phone companies provide service which 
varies from inefficient to totally inade- 
quate. In our opinion, the present stand- 
ard of voice communication services in 
Canada is second only to that in the 
United States. 


[Translation | 
I am wondering, then, if, in both cases, we 
are speaking of the same Canada? 


[English] 

Dr. Gellman; Yes sir, we are speaking of 
the same country but we are speaking of two 
separate kinds of services. We say the voice 
communication system is very good, the com- 
puter communication system is not good 
enough. 


[Translation ] 

Mr. Emard: On page 17, paragraph 2, you 
say: 
[English ] 

A further deficiency in the state of 
voice communications in Canada is the 
slow rate at which electronic switching 
or touch-tone telephone systems are 
being implemented. 


[Translation] 


Do you know how many of the touch-tone 
telephones there are in Canada at the present 
time? 


[English] 


Mr. Holi: Do we know how many, or are 
there many? 
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[Translation ] 
Mr. Emard: How many? 


[English] 
Mr. Holi: No, we do not. 


[Translation ] 


Mr. Emard: Do you know since when you 
offer this service in Canada? 


[English] 
Mr. Holt: Since approximately two years 
ago. 


[Translation] 


Mr. Emard: Do you know how many there 
are in the United States? 


[English] 

Mr. Holi: We know relatively how. many 
there are, yes. May I point out that we did 
not compare favourably the progress in the 
United States with that of Canada. We are 
comparing the progress of the Telephone 
Company in Canada with what we think 
could be possible if they were forced to 
compete. 


[Translation] 
_ The Vice-Chairman: Are you finished, Mr. 
Emard? 

Mr. Emard: No, no. One moment please. If 
I remember well, when we say: ‘Touch-tone 
telephone system’’, we are speaking of “Push- 
button” telephones. 


[English] 
Mr. Holt: Yes. 


[Translation] 


Mr. Emard: I know that you have not 
wanted to compare the touch-tone telephone 
systems, but as far as I know the touch-tone 
telephone system in the United States is not 
too highly developed either. 


[English] 

Mr. Holt: It is much more prevalent in 
terms of the number of telephones installed. I 
know that for a fact. If you wish to obtain 
the figures to compare the relative number 
installed in the U.S. compared to Canada, per 
population, I am sure we can get them for 


you. 
[Translation] 


Mr. Emard: We will certainly know the 
amount later on. 


The Vice-Chairman: Mr. Bell. 
27651—33 
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Mr. Emard: I. am not: through yet, Mr. 
Chairman. I only have a few questions left. 
Here on page 19 you say:. 


[English] baa fink 
In purely technical terms, the tele- 
phone system is not a great deal more 
complicated than the electricity distribu- 
tion network. 


[Translation ] 


And yet if I refer to certain declarations 
which were made here by Bell, it needs 
important research laboratories; indeed 
it has but one. Bell representatives told us 
that last year’s research budget, for example, 
was in the order of $25 million. If the tele- 
phone system is so unsophisticated, why 
should it spend so much: money on research? 
Does the research carried on at the Bell 
laboratory deal with the telephone system, or 
is it aimed at other subjects? 


[English] 

Dr. Gellman: We are not suggesting that 
the telephone system is simple and uncom- 
plicated. We are simply suggesting that other 
systems are equally. complicated and behave 
in different ways. If the electric utilities can 
establish standards for connecting all kinds 
of devices to their system we do not see why 
the telephone system cannot do the same 
thing. 

[Translation ] 

Mr. Emard: I am not exactly up to date on 
these matters, but I believe that the Hydro 
Quebec or the Ontario Hydro have research 
laboratories as important as the Bell Tele- 
phone laboratories. 


[English] el sg 

Dr. Gellman: It all depends on how you 
define a research laboratory. I am somewhat 
familiar with Ontario Hydro and I know 
they employ very, very many engineers. I 
know they have one of the most comprehen- 
sive computer systems in the country and I 
know that that computer system is not work- 
ing merely on customer billing. It is working 
on engineer and design problems. If you 
include all that in research and development, 
as I think it should be, the cases are more 
than comparable. 


[Translation ] 

Mr. Emard: I would not like to discuss 
technical matters with you, sir, but I do 
know, for instance, that the Bell Telephone 
had approximately 700, engineers working in 
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their plants, in addition to those who work in 
their research laboratories. I do not think 
that engineers who work in these plants can 
be compared to those people actually 
employed in research laboratories. 


S112 530 -p.Im.) 


[English] 

Dr. Gellman: We find it very commendable 
to see so much research being done by Bell 
Canada and we would encourage them to do 
more. We are not quarrelling with this at all. 
All we are saying is, if Bell Canada under- 
stands its system it should be able to issue 
standards on what will hurt the system and 
what will not hurt the system. If another 
supplier can connect a device that will not 
hurt the system, we say, why not, and that is 
all we are saying. 


[Translation] 


Mr. Emard: I believe that we can move on 
from here to page 24 to the suggested amend- 
ment number 3, as put forward by you. Ac- 
cording to amendment number 3, the sub- 
scribers could use their own equipment rather 
than rent it from Bell? What kind of equip- 
ment is involved here? Are we dealing with 
telephones, PBX or computers, or what have 
you? 


[English] 

Dr. Gellman: I think it could be any of 
those items. It could be any type of telephone 
instrument that was manufactured by anoth- 
er company that proved to be superior and 
the customer found more desirable. It could 
be data sets or connecting boxes manufac- 
tured by any company in Canada or in the 
world, that was superior. We are simply say- 
ing that enough evidence exists to demon- 
strate that there are superior devices to those 
supplied by the Bell system. Today it is vir- 
tually impossible to connect those devices. 


[Translation] 
Mr. Emard: If we speak of ordinary tele- 
phones, for instance, could you give us exam- 


ples of any country where subscribers buy 
their own telephones? 


[English] 

Mr. Holt: I can give you several examples. 
In the United States it is permissible to 
attach foreign, when I say foreign, I mean 
non-AT&T telephones, to your telephone sys- 
tem as long as they are connected by means 
of a telephone jack, provided the telephone 
itself has previously been inspected by the 
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telephone company and judged to be suitable 
for connection to their system. I myself have 
such a telephone in my home and it works 
quite satisfactorily. It is not made by AT&T 
or Bell. 


[Translation] 


Mr. Emard: Do you live in the United 
States? 


[English] 
Mr. Holt: No, in Toronto. 


[Translation] 

Mr. Emard: You say that this is permissi- 
ble in the United States, but then it is per- 
missible here too! 


[English] 

Mr. Holt: Technically, it is permissible. We 
did not include this in the brief because we 
felt it was not of great interest, but I will tell 
you the situation. I bought this telephone in 
response to an advertisement by the Ericsson 
telephone company, partly because it is much 
smaller, lighter and aesthetically more attrac- 
tive than the standard Telephone Company 
hand set. I was required to sign a contract 
stating that I would inform the local Bell 
Telephone Company of the purchase of the 
telephone within seven days after receiving 
it and was told that they would then install 
it for a special service charge of $25 plus the 
regular installation charge of $12, and I 
would have to pay another $1.25 a month 
just as though I was getting another exten- 
sion telephone. This of course is ridiculous. 
The telephone came and was made up in 
such a way that it was directly attachable to 
a standard telephone jack such as you have 
in your home. You can only use one tele- 
phone at a time and as I had one other 
standard telephone I did not feel I was 
cheating the telephone company out of any 
revenue and that I was paying my bill for 
the one telephone I did have. To make a long 
story short, the investigator came to my 
home and made a great deal of trouble for 
us. We finally convinced him that we had no 
intention of removing the telephone, that we 
felt there was no regulation to prohibit its 
use, that we were paying our standard tariff 
for the existent telephone, and they then left 
us alone. 


[Translation] 


Mr. Emard: You have given me a particu- 
lar case, but my question was to find out if it 
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is current practice in any other country to 
use phones which do not belong to the tele- 
phone company. 


[English] 
Mr. Holt: I think I mentioned that earlier. 
It is permissible in most states in the United 
tates. I have also seen non common-carrier 
telephones in use to a large extent in Europe 
and Japan. 


[Translation] 


Mr. Emard: Do you believe that the service 
is better in those countries where you can 
use phones provided by other companies? 


[English] 

Mr. Holt: I do not think that is relevant to 
the question of attachment of phones. In vir- 
tually all these cases you are using a phone 
in addition to the standard telephone compa- 
ny phone, but there are countries in which 
you can replace the standard telephone com- 
pany phones and pay for the use of the line. 


[Translation | 


Mr. Emard: Now, when referring to more 
complex apparatus such as computers, data 
sets, and data terminals, are you of the opin- 
ion that it would be to the customer’s advan- 
tage if it were possible to use the apparatus 
of any company whatsoever? 


[English] 

Mr. Holt: Most definitely it would be. As a 
matter of fact, if you wish, I could give you 
examples of equipment made by other com- 
panies in the United States to replace the 
equipment made by Western Electric. I am 
thinking—and this is mainly in the area of 
the device again, data sets that connect com- 
puters to communications systems—of a de- 
vice made by a company called Milgo, Elec- 
tronic Corporation which is a communications 
company started for this purpose. Remember 
again, you can only use these data sets on 
leased or private telephone lines. Here is a 
modem, or data set, as it is Known, which will 
transmit data at up to 4800 bits-per-second 
over a standard low quality telephone line. I 
mean by “low quality” the kind of telephone 
line that you get in your house, which with 
respect to computer data transmission speed 
is low quality. To transmit a 2400 bits-per- 
second over the Bell system and with the 
Bell system equipment you require what is 
known as a condition line. In effect you pay 
extra for filters and special circuits to make 
sure you have a clean quality circuit and 
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these cost varied amounts which are relative- 
ly substantial depending on the area you are 
in and so on. This piece of equipment will 
transmit at a higher speed than the Bell 
equipment over a poor quality circuit and in 
addition has enough capacity left to permit 
you to transmit three simultaneous teletype 
circuits all over one low quality voice-grade 
circuit. In other words if you were a compa- 
ny that needed to send high speed data plus 
two or three teletype circuits you could do it 
all over a low quality telephone line with 
this piece of equipment. With the correspond- 
ing Bell system, using Western Electric 
equipment, you would need a high quality 
circuit plus separate teletype circuits. The 
customer he is saving the cost of those sepa- 
rate teletype circuits plus the cost of condi- 
tioning a telephone line..This company’s 
equipment and that of the Bell Telephone are 
virtually the same price, although this one is 
actually a little cheaper. So I think there are 
obvious advantages to the consumer. 


[Translation] | | 
Mr. Emard: Is this equipment made by a 
Canadian company? 


[English] _ , Or 
Mr. Holt: No, this is made by an American 
company. 


[Translation] 

Mr. Emard: Exactly. Now, to come back to 
a statement you made a while ago, you said: 
[English] 

I would predict that a lot of new 
Canadian companies would soon develop 


[Translation ] : 

I am still referring here to Clause 3. Would 
not the opposite occur? Would not all Ameri- 
can companies move into the Canadian mar- 
ket and take it over completely to the detri- 
ment of Canadian manufacturers? 


[English] 

Mr. Holt: I think your question answers 
itself. The reason there are no Canadian 
companies in this business is that you are not 
allowed to use their equipment in Canada. If 
you were allowed to use their equipment in 
Canada companies to produce it would soon 
appear, and of course there would be compe- 
tition from the American companies. But if, 
for example, tomorrow Bell Telephone made 
it permissible to use non-Bell equipment on 
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these private circuits, as you can in the Unit- 
ed States, immediately there would be a 
large number of non-Bell communication 
manufacturers in Canada selling equipment. 
Why? Because no Canadian company has 
been given the opportunity of making this 
equipment. If the regulations were changed I 
think we would soon have companies devel- 
oping to the point where they would be 
capable of competing with these American 
manufacturers. 


{Translation | 
Mr. Emard: One last question. 


The Vice-Chairman: I do not want to be 
unpleasant. 


Mr. Emard: If this'clause would be put in, 
would some of the subscribers still ask for 
your advice? 


[English] 

Mr. Holt: Yes, I think so. There would 
possibly be fewer problems so we could well 
defeat our own purpose. We look to a general 
improvement in the ease in implementing 
computer or intercommunication systems as 
naturally benefitting us as it would all the 
other consulting firms and computer equip- 
ment supplying firms in the country. I feel 
the incidence of people requiring advice and 
consulting services would remain about the 
same. 


[Translation] 


Mr. Emard: Then your personal business 
would not be affected? 


[English] 


Mr. Holt: I think we would benefit from a 
general increase in the use of computer or 
intercommunications systems. 


Mr. Bell (Saint John-Albert): A supple- 
mentary question comes to my mind on this 
matter of the telephone. Do you know if it 
costs more to get a coloured telephone in the 
United States than it does in Canada. 


Mr. Holt: I do not know that. I believe it is 
probably the same, but I really cannot Say. 


Mr. Bell (Saint John-Albert): But you do 
suggest in this article in the Globe and Mail 
that the mark-up on a coloured telephone in 
Canada seems to be greater than would be 
necessary. 


Mr. Holt: I am not sure about mark-up or 
manufacturing cost. It just seems strange 
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that you should have to pay an additional 
one-third charge just because the telephone 
plastic case is a different colour from black. 


Mr. Bell (Saint John-Albert): Well that is 
interesting and we can revert to that later. 


Mr. Chairman, I want to get back to this 
business of the international market that the 
Bell-Northern complex puts forward. I 
appreciate that this is not perhaps your main 
point of view but if you have any comments 
on it I think they would be helpful. One of 
the arguments that has been made is that we 
should permit a certain degree of monopoly 
in Canada in order to gain a bigness that 
would enable us to get into the international 
markets. Just to quote one statement might 
be helpful. In giving evidence before the 
Committee on November 21, the President of 
Northern Electric, at page 248—and this 
seemed to be a little different from what Mr. 
Holt said—stated: 


I might add incidentally, that this kind 
of exrcise we are convinced is good for 
us and good for the country. It sharpens 
our technical competence and it puts 
great pressure on our cost reduction 
capabilities. 


This referred to a question that I had asked 
about the international business and he was 
explaining that. Just to be helpful, he also 
said that these jobs are by anyone’s stan- 
dards big. How do you resolve in your mind 
the statement you made a while ago, that 
smaller companies might be able to get into 
this business. 


Mr. Holt: A firm Known as R. H. Nichols 
Co. Limited, of Toronto recently won a con- 
tract I believe of the order of $4 million or $5 
million to provide a microwave telemetry 
system for Iran. Another Vancouver consult- 
ing engineering firm, the name of which 
escapes me, also won a large contract in the 
same area. One was through the Iranian gov- 
ernment, the other one was from an oil com- 
pany, and they were subject to international 
competition. These firms are not big but they 
have a relatively good reputation. R. H. 
Nichols also won a very large contract with 
the Trinidad-Tobago power station for a 
telemetry system to cover the island of Trini- 
dad, and again against international competi- 


tion. To me the factors which mitigate 
towards improving Canada’s international 
competitive posture are not bigness or 


monopoly but rather the development of 
technical and marketing competence. You 
have to go out there and sell the product. It 
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has to be a good product and it has to com- 
pete with international products. It does not 
matter what the size of the company is. Of 
course a bigger company is in a better posi- 
tion to develop and market products, but in 
the world market it has often been the small 
company with the aggressive intent that has 
won these markets. I think that the same 
thing applies to the communications business. 
I believe there are enough examples of this 
already in Canada to prove the point. 


Mr. Bell (Saint John-Albert): In other 
words, you are saying that we might be able 
to get into the international market for a 
different type of business possibly just as 
much but not in the type of business that is 
dependent on bigness as much as on quality 
and research of our own. 


Mr. Holt: I do not think, for example, that 
you will get companies competing in the 
manufacture of telephone switching equip- 
ment because it requires an enormous capi- 
talization and enormous facilities. Perhaps in 
the international market there would be lots 
of competition but, within Canada, I think 
Northern Electric, because it has been in 
business so many years and has a captive 
market, will not have any competition in this 
area. But in the other areas, especially with 
the tremendous development in the computer 
oriented areas, which are the ones we are 
interested in, there are a number of products 
that are not even in existence today, and of 
those that are in existence and for which 


competition is extremely active at the 
moment a small Canadian firm could 
compete. 

Mr. Bell (Saint John-Albert): Of course 


you realize that Northern has developed here 
certain types of products that are unique in 
the world. Should they not be able to gain 


- international business for that reason? 


_ Mr. Holt: Of course they should be able to 


_ gain international business but what we are 
_ Saying is that it is not necessary for them to 
have exclusive access to the Canadian mar- 
_ kets in order to gain international business. 


Mr. Bell (Saint John-Albert): In that same 


| connection you complain of a delay in the 
' knowledge of the parent American company 
becoming available in Canada... 


Mr. Holt: Yes. 


Mr. Bell (Saint John-Albert): ...and this 


| affects some of the modernization that you 
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would like to see in this over-all picture. I 
find that hard to resolve with the claims that 
Bell-Northern made, that it is because of this 
technical knowledge as much as anything 
else that they are able to get into these 
international markets. 


Mr. Holi: I cannot agree with that. We 
were mainly referring to services available in 
Canada being delayed as a result of time 
taken to... 


Mr. Bell (Saint John-Albert): It might be 
some branches of the industry other than 
what you are actually... 


Mr. Holt: It could well be. We are mainly 
concerned with services that are available in 
Canada, of course. You read about things 
announced in the United States and you 
know the equipment should be available in 
Canada, because the technology is not 
dramatically new, but they are not available 
for some reason, and it takes a year or two, 
and sometimes more, before they are. 


Mr. Bell (Saint John-Albert): In this con- 
text at least, would you agree with this 
assessment: that Bell-Northern perhaps have 
been able to get into the international busi- 
ness and do Canada some good—we will 
have to investigate this further I believe— 
but that at the same time they may be sac- 
rificing some of the economies and efficien- 
cies for strict domestic business? And is that 
not a way we might resolve these two mat- 
ters that I pointed out? You are complaining 
about a slowness in coming forward in some 
aspects of telecommunications and computers 
alike but at the same time we seem to be 
well able to get this international business. Is 
this not about the only way we can resolve 
it. 

Dr. Gellman: That is a possible explanation. 


Mr. Holt: I-am not sure it is possible. I am 
not sure that I have enough evidence to 
agree with that. 


Mr. Bell (Saint John-Albert): Well, do you 
not have any knowledge whether it might be 
possible, as has been done in the United 
States, to separate domestic business from 
international? In other words, we might per- 
mit consortiums to compete with these seven 
large world companies, with which Northern 
claims there is the main problem. 


Dr. Gellman: I believe, Mr. Chairman, that 
we are somewhat moving away from the 
area to which we were addressing ourselves. 
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I am not sure that we are well equipped to 
discuss international matters. We were only 
describing cases that came to hand. 


Mr. Bell (Saint John-Albert): I appreciate 
that but I think you must agree that the two 
go together and this is one of our big prob- 
lems. I do not have exact quotes but the 
intimation is that it is good for Canada, par- 
ticularly in the international business, if 
some sort of a monopoly situation is allowed 
to develop. If we are ever going to resolve 
this matter I think we have to find a formula 
that will separate this. 


Mr. Rock: Mr. Holt, I would like to come 
back to the line of questioning on data equip- 
ment. The IBM Company have a data centre 
in. Toronto. They also rent IBM teletype 
machines to different firms which can get 
information from the data centre in Toronto. 
They lease the Bell Telephone lines, do they 
not? 


Mr. Holt: Yes, that is right. 


Mr. Rock: Bell Telephone also has their 
own TWX, which is manufactured by North- 
ern Electric, and GE have a data centre in 
Montreal with which these people are con- 
nected. Data information is an example of 
where there is no monopoly. Companies can 
either choose the IBM people or the Bell 
Telephone people, who own the TWX system 
with GE. Do you not agree that in this sense 
there is a competitive field in telecommunica- 
tions? 


Mr. Holt: You are confusing it a little bit. 
IBM make terminals and General Electric 
use the teletype terminals made by a subsidi- 
ary of Western Electric, Teletype Corpora- 
tion. 

Mr. Rock: Would you repeat that, please? 


Mr. Holt: General Electric do not make 
their own terminals for conversational pro- 
gramming. They use what is called a Tele- 
type Corporation ASR33 or 35, which is 
manufactured by Teletype Corporation, a 
Subsidiary of Western Electric. I think 
Northern Electric may make those in Canada 
under license from Teletype Corporation but 
I am not sure. 


Mr. Rock: It does not make any difference. 
I am just saying that you have two systems 
here, one run by IBM and one by Bell. 


Mr. Holt: No, they are not run by Bell. 
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Mr. Rock: That is even better. Then you 
are... 


Mr. Holt: You are talking about something 
completely different. You are talking about 
conversational time-sharing services which... 


Mr. Rock: That is right. 


Mr. Holt: ...Bell Telephone is not yet 
engaged in. You are talking about two com- 
puter companies competing with each other. 


Mr. Rock: Even so, they are still using Bell 
Telephone lines, are they not? 


Mr. Holt: Yes, because they have no choice, 
of course. 


Mr. Rock: And in that system Northern 
Electric manufacture the teletype called 
TWX? 


Mr. Holt: It is under license if they do 
manufacture it. You probably know. 


Mr. Rock: I understand it is manufactured 
in Montreal. 


Mr. Holt: That could well be. 


Mr. Rock: It is normal that it would have 
to be under patent licence. Even you are 
involved, I am sure... ; 


Mr. Holt: Oh, yes. I am not objecting, I am 
merely saying that it is an American product 
that may be made in Canada as well. 


Mr. Rock: This is normal at times. It can 
also be vice versa. I am getting at the fact 
that in your brief you appear to say that 
there is difficulty, or something, about using 
the lines of the Bell Telephone Company and 
yet IBM is using them and there is also this 
other system, so you have two competitive 
systems using the Bell lines. 


Mr. Holt: Of course, but we are not talking 
about that at all, we are talking about com- 
peting with Bell Telephone in the supply of 
such equipment and _ lines. 
should be more competition there. 


Mr. Rock: But at the same time Bell owns 
Northern and Northern manufactures this 
teletype known as TWX. Even though it is 
under license they are still manufacturing it. 


Mr. Holt: Yes. 
Mr. Rock: So you have competition 


between IBM and their teletype and North- 
ern Electric, which is Bell, and their teletype. 


We feel there 
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Mr. Holt: Exactly, and Bell Telephone are 
now quoting one price for the terminal unit, 
the device which is connected to the tele- 
phone system, as well as the telephone cir- 
cuit, whereas IBM or anyone else who makes 
those units, can only quote a price for the 
terminal. We welcome competition from Bell 
Telephone in that area but we think it 
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should be made on a basis where other peo- 
ple can compete equally. 


The Vice-Chairman: Gentlemen, this com- 
pletes the questioning on the brief of DCF 
Systems Ltd. I want to thank the Committee 
for their co-operation. I also want to thank 
the two gentlemen for their well-prepared 
brief. Thank you very much. 
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Brief 


Pertaining to 
Bill C-104 


An Act respecting The 
Bell Telephone Company of Canada 


DCF SYSTEMS LIMITED 


Consultants in Data and Control Functions 
74 Victoria Street, Toronto 1, Canada 


INTRODUCTION 


DCF Systems Limited is a privately owned, 
Canadian company of management consult- 
ants. We specialize in the analysis, design 
and implementation of computer systems for 
industrial and government organizations. The 
increasing use of computer-oriented com- 
munications systems has enabled DCF Sys- 
tems to acquire experience in communica- 
tions systems technology and to develop an 
awareness of the problems faced by Canadi- 
an users of communications facilities. Many 
of these problems are common to the devel- 
opment of any advanced technology, but 
some are attributable to the practices of the 
communications common carriers, in particu- 
lar the Bell Telephone Company of Canada. 


This brief was compiled by DCF Systems 
in response to the introduction of Bill C-104 


in the House of Commons. Our purpose in 
preparing the brief is to make Parliament 
aware of some deficiencies in the practices 
and policies of The Bell Telephone Company 
of Canada and to recommend action to recti- 
fy these deficiencies which have slowed down 
the development of advanced data processing 
systems in Canada. 


As independent consultants, DCF Systems 
does not manufacture or supply equipment of 
any kind, and is not affiliated with any com- 
munications equipment supplier or common 
carrier. DCF Systems has, therefore, no 
financial or other advantage to gain from the 
recommended changes to Bill C-104. Our 
purpose is to improve conditions for our cli- 
ents and others who use communications 
facilities for their computer systems. 
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1 
SECTION I 
SUMMARY 


The House of Commons Standing Commit- 
tee on Transport and Communications is now 
examining Bill C-104, an Act respecting The 
Bell Telephone Company of Canada. 


Clause 7 of this Act would extend the 
company’s powers to include all forms of 
telecommunications equipment and services, 
presumably including communications satel- 
lite systems. 


Clause 8 of Bill C-104 would give The Bell 


Telephone Company of Canada - (herein 
referred to as Bell Canada) the power to 
invest in companies other’ than’ communica- 
tions common carriers. This clause would 
permit the company to acquire ownership or 
control of companies in the electronics, com- 
munications equipment or electrical equip- 
ment manufacturing industries, and in any 
other industry chosen by the company. 


It is the opinion of DCF Systems Limited 
that the above. clauses. .would . enable .Bell. 


Canada to establish an effective monopoly 


in virtually all areas of communications: ser-: ° 


vices and equipment. It would also enable it 
to extend this monopoly into several non- 
communication fields, particularly in the 
electronics industry. The effect of this could 
be a further deterioration in the communica- 
tions services and equipment now available 
in Canada, particularly in the areas of com- 
puter data transmission and other advanced 
communications systems. 


As consultants in computers and communi- 
cations systems, we have had opportunities to 
observe at close hand the operations of Bell 
Canada and the other commen carriers. In 
our opinion, Bell Canada has used its exist- 
ing powers to restrict the development of 
advanced communications systems in Cana- 
da. In so doing, it has prevented the estab- 
lishment of a vigorous Canadian communica- 
tions equipment and services industry, and 
denied Canada the economic benefits of such 
an industry. 
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It has been demonstrated that Bell Canada 
has not developed sufficient technical compe- 
tence in the design of computer-oriented 
communications systems, or in other 
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advanced systems. In our opinion, Bell Cana- 
da has practiced a policy of restraining the 
activities of competing manufacturers and 
common carriers until it can develop com- 
petitive services and products. To accomplish 
this, Bell Canada has often employed dis- 
criminatory pricing practices to eliminate 
competitive offerings. 


In this brief, we have documented cases to 
support the above observations. We believe 
that Bill C-104 should be revised to ensure 
that Canada has efficient, economical com- 
munications facilities and services along with 
a competitive communications equipment 
industry. 


Some of the recommendations we offer to 
achieve the above are: 


1. Eliminate Clauses 7 and 8 from Bill 
C-104. 

2. Amend Bill C-104 to include a 
clause requiring Bell Canada to refrain 
from discriminatory pricing practices for 
any communications service. 

3. Amend Bill C-104 to include a 
clause requiring Bell Canada to develop 
standards to permit the attachment of 
non-Bell equipment to Bell Canada cir- 

cuits and facilities where desired by Bell 
Canada customers. The company should 
also be prohibited from using its powers 
to discriminate in any way against the 
users or suppliers of such equipment. 

4. Amend the Railway Act to include a 
clause permitting other communications 
companies to offer special communica- 
tions services or facilities in competition 
with Bell Canada, whenever it can be 
established that the existing common 
carrier services are inadequate. 


These and other recommendations are dis- 
cussed more fully in subsequent sections. 
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SECTION II 


ANALYSIS OF THE CURRENT 
OPERATING METHODS AND 
POLICIES OF BELL CANADA 


It is useful to examine the current operat- 
ing methods and policies of Bell Canada in 
relation to the existing powers assigned to 
the company. This will provide a basis for 
judging whether the company’s application 
for additional powers should be granted. It is 
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our contention that the company has abused 
its powers and failed to live up to its obliga- 
tions, to the detriment of communications 
users in Canada. 


The best way to substantiate this conten- 
tion is to describe actual cases in which the 
methods and policies of Bell Canada are open 
to question. 


These cases, described below, were either 
observed directly by DCF Systems’ consult- 
ants or were reported by reliable sources in 
the communications and computer industries. 


The names of the organizations involved 
are omitted, but if necessary they can be 
identified, in confidence, to the committee. 


4 
Case 1 


Discriminatory Pricing—High-speed Switch- 
ed Transmission Services 


In November of 1966, a large petroleum 
industry company in Edmonton, Alberta was 
considering the installation of a high-speed 
switched data circuit to enable a computer in 
Edmonton to transmit and receive data to and 
from a computer located in Ontario. Since 
the transmissions were to be of an intermit- 
tent nature, it was not necessary to have a 
private voice-grade telephone circuit. A 
sw.tched telephone line, however, was not 
adequate, since the transmissions were to 
take place at a speed well above the maxi- 
mum data transmission rate of a conventional 
Switched telephone circuit. This rate is nor- 
mally about 1200 bits-per-second (baud) 
under the best conditions. 


Accordingly, the company decided to take 
advantage of a new service offered by the 
Canadian National/Canadian Pacific Tele- 
communications Company, in the form of 
their broadband switching network. This net- 
work permits data to be transmitted at 


speeds up to 2400 bits-per-second, through 
_ Special electronic data switching exchanges 


located in Montreal, Toronto, Winnipeg and 


: Vancouver. These exchanges are capable of 


transmitting switched high-speed data at 


| high reliability, since they employ electronic 
_ Switching techniques as opposed to the elec- 


tro-mechanica! switching relays employed 
in most telephone company switching ex- 
changes. The petroleum company then 


' received a formal proposal from CN/CP 
_ Telecommunications for a circuit operating at 
a normal speed of 2400 bits-per-second at a 
cost of $100 per month per location, plus 60 

cents per minute for each call. On November 
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29, 1966, the petroleum company received an 
unsolicited proposal from Alberta Govern- 
ment Telephones acting as sales agent for the 
Trans-Canada Telephone System, of which 
Bell Canada is the dominant member. This 
proposal offered a service known as “Data- 
line” service and was described as a new 
Trans-Canada Telephone Company offering, 
enabling the transmission of data at 2000 
bits-per-second, at identical cost to the 
CN/CP Telecommunications proposal. 
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An investigation by DCF Systems Limited 
revealed that Bell Canada had no such facili- 
ty in existence, capable of transmitting 
switched data at those speeds. It was then 
concluded that the telephone company was 
offering, in fact, a private-leased telephone 
circuit which normally costs between $3 and 
$4 per month per mile, depending on the total 
mileage of the circuit. In effect, Bell Canada 
was offering a private circuit which would 
normally have cost of the order of $5,500 per 
month for only $200 per month, plus 60 cents 
per minute for each call. 


Subsequent investigations of these circuits 
were made by DCF Systems, and it was 
learned from representatives of Bell Canada 
in Ontario that the current offering was 
designed as a temporary, stop-gap measure 
until Bell Canada could prepare its own 
broadband switching service. This service is 
not expected to be in operation until late 
1968. 


In this particular case, the petroleum com- 
pany decided to stay with the CN/CP circuit 
on the basis that it was a definite, existing 
offering and not a manipulation of existing 
rates or services. In this case, the CN/CP 
were able to realize some return on their 
substantial investment in a new and 
advanced form of message switching facility. 
In the majority of cases, however, it is feared 
that most clients will accept the Bell Canada 
offering rather than venture into a new form 
of service. The next case will illustrate this 
point. 


Case 2 
Discriminatory Pricing-High-Speed Switch- 
ed Data Transmission 


A large Ontario paper manufacturer 
required high-speed switched data transmis- 
sion to locations in the Maritime Provinces 
and to Winnipeg, Manitoba. Proposals were 
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received from CN/CP Telecommunications 
and Bell Canada for the installation of a 2400 
baud switched data circuit. Again, the Bell 
Canada tariffs matched exactly the prices 
previously quoted by CN/CP Telecommuni- 
cations and in this case, the client decided to 
give the business to Bell Canada. On receiv- 
ing the contract, Bell Canada installed the 
service within a few weeks, and it was oper- 
ated by the customer without any bills for 
the service being received for over two 
months. It was later determined that Bell 
Canada did not even have meters for the 
purpose of recording call durations, as 
required by switched data service. This, plus 
the known lack of any high-speed data 
switching system, is indicative of the fact 
that Bell Canada is using existing telephone 
leased circuits and charging privileged cus- 
tomers only for switched circuit utilization. 
In effect, clients across Canada who lease 
private telephone circuits from Bell Canada 
are subsidizing other clients who present Bell 
Canada with a competitive threat. 


Another effect of this policy seems to be 
the limitation of the market acceptance of 
the CN/CP broadband switching service, 
even though it is a definite advance in the 
field of high-speed data transmission. In this 
manner, Bell Canada is ensuring that CN/CP 
Telecommunications is confined to a relative- 
ly small share of the total communications 
market in Canada. 


Case 3 


Discriminatory Pricing—Client Use of Non- 
Bell Equipment 

In the spring of 1967, a large Toronto trust 
company approached Bell Canada for a 
proposal to connect a large computer system 
in one office building to computer terminals 
located in another building under construc- 
tion across the street from the first building. 
The telephone company responded with a 
reasonably priced quotation to run cables 
under the street to connect both buildings, 
under the assumption that the Bell Canada 
data sets would be used to connect the com- 
puter to the terminals. The data set is a 
device which converts computer data to 
modulated signals suitable for transmission 
over telephone lines. Data sets offered by 
Bell Canada are usually manufactured by 
Western Electric Company in the United 
States. 
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Shortly after receiving the first Bell Cana- 
da quotation, the trust company decided to 
use data sets manufactured by the computer 
manufacturer supplying most of their com- 
puter equipment. When informed of this, the 
Bell representatives told the company that 
only a very special type of cable could be 
employed, instead of the one _ originally 
planned. In addition, the cable had to be run 
from one building to the Bell Canada Switch- 
ing Office several blocks away, and then back 
to the second building. The additional cost 
for the special cable and the extended cable 
run amounted to some $25,000, compared to 
an original nominal fee when Bell Canada 
planned to use its own data sets. 


The above example illustrates the policy of 
Bell Canada to inhibit or restrain customers 
from using data sets or other communications 
equipment of non-Bell System origin. In 
many cases, the equipment offered by com- 
petitive manufacturers is superior in both 
price and performance to that offered by Bell 
Canada. Nevertheless, Bell Canada appears to 
have a policy of making use of equipment 
other than its own as difficult as possible for 
the customer. 


Case 4 
All-Inclusive Pricing Practices 


In early 1966, a large Federal Government 
department, located in Toronto, decided to 
employ a computer terminal linked to a Fed- 
eral Government computer in Ottawa. 
Specifications were issued to both computer 
and communications equipment manufactur- 
ers for bids. on the communications circuit, 
data sets and terminal equipment. In this 
case, Bell Canada presented a package 
proposal quoting one price for the entire sys- 
tem, including the communication lines, data 
sets and terminal hardware. When asked to 
divide this price into the three separate 
categories, Bell Canatla refused to do so. In 
this case, it was impossible for the competing 
communications and terminal equipment 
suppliers to offer an attractive proposal, in 
opposition to Bell Canada, since Bell Canada 
was the only company able to offer all com- 
ponents of the system. Since Bell Canada has 
a virtual monopoly on the provision of com- 
munication circuits in most areas of Canada, 
it is obviously unfair to permit the company 
to offer packaged services when competing 
companies are not in a position to do this. 
There is no reason why Bell Canada should 
not be permitted to quote on all three areas 
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of a .system such.as this. They should, 
however, be compelled to separate the price 
and service conditions for each category of 
the system. This will permit other companies, 
common carriers, and equipment manufac- 
turers to offer competitive bids, and will 
ensure that the customer receives the most 
efficient system for his money. 


9 
Case 5 


All-Inclusive Pricing—Computer Terminal 
Equipment 


In Canada the use of conversational pro- 
gramming at time-sharing computer systems 
has grown at a dramatic rate. Such systems 
require a form of alphanumeric typewriter 
input-output, to be provided by machines or 
terminals located in the premises of the vari- 
ous customers using the central time-sharing 
computer. The most common of these is the 
Teletype Corporation ASR-33 unit found in 
many business organizations. In order to 
install a conversational terminal, it is neces- 
sary to buy or lease the terminal equipment 
itself, then contract with a common carrier 
for a communications circuit, and then buy 
or lease data set equipment to connect the 
terminal to the common carrier circuit. 
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At present, there are various manufactur- 
ers competing to offer terminal equipment 
and data set equipment. In addition, CN/CP 
Telecommunications offers very vigorous 
competition to Bell Canada for the supply of 
low-speed communication circuits to connect 
these terminals to central computers. In the 
summer of 1967, Bell Canada began to 
attempt to eliminate this competition by 
offering a packaged “Data-Com” service 
which consists of a standard ASR-33 Tele- 
type, a data set, and a communications cir- 
cuit for a total price of $65 per month. The 
communications tariff applies only to local 
communication requirements such as a large 
| time-sharing computer in Toronto servicing 
_ various terminals located within metropolitan 
_ Toronto.. With this offering, Bell Canada 
_ effectively eliminates competition from other 
common carriers, and from other manufac- 
turers of communications equipment and 
data sets, since Bell Canada is the only com- 
_ pany in a position to offer a package service 
| for an all-inclusive price. Such an offering is 
unfair, both to the computer suppliers who 


offer computer terminals for use with their. 
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own large machines, and to the other com- 
mon carriers who compete with Bell Canada. 
It is also unfair to the various manufacturers 
of adapters and data sets to connect such 
terminals to communications lines. None of 
these are in a position to compete with Bell 
Canada, since they cannot offer an all-inclu- 
sive service. As in Case 4, Bell Canada 
should be forced to separate the pricing for 
each component of their communication serv- 
ices, in order to permit the maximum degree 
of competition and the maximum benefit for 
communication users in Canada. 


Hig! 
Case 6 


Restricted Client Use of Bell Equipment 


In the fall of 1966, DCF Systems Limited 
asked Bell Canada to supply two Western 
Electric 103F2 data sets for the purpose of 
connecting two small computers located in a 
DCF office. The purpose of this installation 
was to test data transmission between the 
two computers, prior to their being installed 
in remote locations for a DCF client. Bell 
Canada placed every obstacle in the way of 
installing and implementing such a simple 
system, for reasons we are unable to deter- 
mine. Initially, Bell Canada refused to sup- 
ply the data sets unless they were permitted 
to install and bill DCF Systems for a local 
leased telephone circuit from our office to the 
Bell Switching Centre and then back to our 
office. Bell Canada was extremely insistent 
that this be provided even though there was 
no requirement for such a line. 


Eventually, we were able to exert enough 
pressure on Bell Canada to finally obtain 
their agreement to supply the data sets. After 
an unnecessary delay of several months, the 
data sets finally arrived and were inspected 
by DCF Systems’ consultants. It was 
observed that the data sets had been shipped 
from the Western Electric Plant in New Jer- 
sey to Bell Canada, then to the Northern 
Electric Plant in Ottawa, from there to Al- 
berta Government Telephones in Edmonton, 
and from there to Bell Canada in Toronto, 
and finally to DCF Systems. During this cir- 
cuitous route, the data set cartons had never 
been opened or in any way added to or 
tested by either Bell Canada or Alberta Gov- 
ernment Telephones. This was observed 
despite the insistence of Bell Canada that it 
was fully responsible for the design, manu- 
facturer and systems assistance for these 
data sets. Upon further inspection, it was 
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determined that the data sets had been wired 
so that they were unable to communicate 
with each other. DCF Systems requested Bell 
Canada in Toronto to rectify this error, but 
after several days of negotiations and discus- 
sions with various engineers, it was deter- 
mined that Bell Canada had no personnel in 
Toronto capable of handling this problem. 
DCF consultants then undertook to modify 
the data sets themselves and were successful 
in making them function correctly. 
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This example illustrates the fact that Bell 
Canada is totally reliant on Western Electric 
in the United States for the supply and engi- 
neering of data sets, and various data trans- 
mission devices. Furthermore, they have few 
personnel located in Canada who are capable 
of providing technical advice or assistance in 
the use or modification of such equipment. 
With this in mind, it is difficult to understand 
why Bell Canada does everything in its 
power to inhibit customers from using data 
sets of non-Western Electric manufacture, 
many of which are less expensive and 
superior to the Western Electric equipment in 
both performance and functional capability. 


It would seem evident that Canadian com- 
munication users should have access to such 
equipment, either of U.S. or Canadian manu- 
facture, and should be able to use if freely in 
situations where the Bell System equipment 
is not competitive. 
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SECTION III 


Proposed Revisions to 
Common Carrier Regulations 


Cases similar to those described above 
have occurred in many parts of Canada and 
the USA. In the U.S., the Federal Govern- 
ment is now moving to end these abuses of 
common carrier power, as indicated by two 
recent cases: 


Case 1 


FCC Tariff Revision Proceeding—Carter- 
fone Case 


In a recent U.S. test case, the Carter Elec- 
tronics Corporation requested FCC permis- 
sion to install electronic devices interconnect- 
ing telephone and two-way radio systems. 
Several of these simple devices had already 
been installed and used successfully before 
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the Bell System filed a complaint against 
them. 


The FCC Common Carrier Bureau rejected 
the complaint and recommended ending the 
restriction against attaching devices to tele- 
phone lines other than those supplied by tele- 
phone companies themselves. 


The FFC decision stated that: 
“The telephone company should be 
ordered to file a tariff that affirmatively 
states that customer-provided equipment 
may be attached so long as it is not 
hazardous or detrimental to public tele- 
phone service. Also, the telephone com- 
pany should provide reasonable stand- 
ards for foreign attachments.” 


The FCC hearing examiner in the Carter- 
fone case made the following observations 
regarding foreign attachments in general: 

“T am struck with the inherent unfair- 
ness of a system which permits the tele- 
phone companies to bar the use of equip- 
ment which competes with their own. 
Possibly, the time has come to consider 
the establishment of a process whereby 
suppliers of attachments might submit 
them to the telephone companies for 
expeditious approval or _ disapproval 
under objective standards.” 
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The case is regarded by industry observers 
as highly significant to the further develop- 
ment of a progressive, competitive communi- 
cations industry in the U.S.A. 


Case 2 
Microwave Communications Inc. 


An application was filed with the FCC to 
furnish special microwave communications 
services between Chicago and St. Louis. 


The FCC Common Carrier Bureau recom- 
mended that Microwave be allowed to com- 
pete, as an experiment, stating: 

“It could ‘serve to create new opportuni- 
ties for the ‘manufacture and sale of 
computer services, hardware, software 
and related equipment; to develop new 
or lower cost equipment for private 
microwave users, and even contribute 
additional revenues to common carriers 
connected to Microwave systems.” 


The FCC also stated that AT&T and Western 
Union rates are too high and their standard 
services do not meet special business needs. 
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The above cases illustrate the growing 
belief that common carriers should not be 
granted complete monopoly powers in com- 
munications fields that can benefit from 
competition. 
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In Canada, it is interesting to note that 
Robert Stanfield, when he was Premier of 
Nova Scotia, refused to permit Bell Canada 
to acquire control of Maritime Telephone and 
Telegraph, primarily because Bell Canada 
would force M.T.&T to acquire all its equip- 
ment from the captive manufacturing sub- 
sidiary, Northern Electric. In the past, 
M.T.&T. has purchased equipment from com- 
munications suppliers in Canada, the U.S.A. 
and Europe on the basis of price, quality and 
performance. If taken over by Bell Canada, 
M.T.&T. would be compelled to employ 
Northern Electric as a virtually exclusive 
Supplier, irrespective of price, quality or 
performance. 


These and other examples raise several 
questions in the minds of an _ objective 
observer: 

1. Should a public utility be permitted 
to own a captive manufacturing com- 
pany? 

2. Should the same utility be permit- 
ted to eliminate competition from other 
manufacturers by purchasing almost 
exclusively from its subsidiary? 

3. Does the Canadian economy benefit 
from the elimination of competition in a 
large manufacturing industry? 


In our opinion, the answer to each of the 
above questions is an emphatic NO. 
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SECTION IV 


Voice Communications 


Until now, this brief has concentrated 
primarily on aspects concerning data trans- 
mission and advanced communications sys- 
tems. This is because the deficiencies of Bell 
Canada service and policies are most evident 
in these areas. In addition, however, there 
are some aspects of the voice communications 
system which need improvement. 


It is a fact that Canada has a large, 
efficient, relatively low-cost telephone net- 
work. Service is reasonably good, the quality 
of the equipment is adequate and it is quite 
easy to obtain new or additional telephone 
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equipment whenever desired, even when 
moving from one end of the country to 
another. The above situation is in marked 
contrast to the situation in several advanced 
European nations where government operat- 
ed telephone companies provide _ service 
which varies from inefficient to totally inade- 
quate. In our opinion, the present standard of 
voice communication services in Canada is 
second only to that in the United States. 


Despite this, it is our belief that much 
could be done to further improve the already 
high standard of voice telephone communica- 
tions in Canada. In the explanatory notes 
accompanying Clause 8 of the Bill C-104, the 
company states that: 


“The present high standards of telecom- 
munications enjoyed by Canadians are 
the fruit, in no small measure, of foreign 
research and development.” 


The foreign technology referred to is, of 
course, that of the United States and this 
note appears to concede that Bell Canada is 
almost totally reliant on U.S. technology for 
use in its own equipment in Canada. It also 
appears to acknowledge that Canada will, of 
necessity, lag behind the U.S. in the 
implementation of new technology and 
equipment. This lag will be equivalent to the 
time required for the U.S. company to export 
the techniques and knowledge necessary to 
enable the Canadian telephone manufactur- 
ing operation to implement the new systems 
and equipment. An example of this is the 
anticipated two-year delay in making inward 
WATS (Wide-Area-Telephone-Service) avail- 
able in Canada. 
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A further deficiency in the state of voice 
communications in Canada is the slow rate at 
which electronic switching or touch-tone tele- 
phone systems are being implemented. At the 
current rate of implementation, the conver- 
sion of the majority of Canada’s telephone 
systems to touch-tone equipment will not be 
completed until a decade from now. In view 
of the pace of technology in other fields, this 
schedule is obviously unacceptable. Despite 
this, the monopoly position enjoyed by Bell 
Canada and its associated companies in the 
Trans-Canada Telephone System, means it is 
unlikely that the schedule will be adopted in 
any way other than that required to suit the 
purposes of Bell Canada. 


The electronic exchanges are not merely a 
new gimmick designed to obsolete current 
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telephone hand sets and exchanges. Electron- 
ic switching offers significant advantages 
both to the users and to the telephone com- 
pany itself. To the user, it simplifies the 
operations required to make a call, permits a 
call to be automatically rerouted to other 
telephones when the party is absent, makes it 
possible to organize conference _ calls 
automatically covering the entire country, 
and of importance to industry, makes it pos- 
sible to use the telephone as a simple, inex- 
pensive data entry terminal to central com- 
puter systems. For the telephone company, 
electronic switching offers vastly reduced 
costs, simplified maintenance and diagnostic 
procedures and simplified and more compre- 
hensive billing and accounting procedures. It 
would appear that if other companies had 
the opportunity to compete in the manufac- 
ture of such electronic switching equipment, 
the speed of implementation would be vastly 
improved. As it is, the speed of implementa- 
tion is controlled by the capability of the Bell 
Systems manufacturing subsidiary to design 
and produce the required equipment. 
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Full utilization of Canada’s telephone sys- 
tem by the majority of the population is still 
not realized due to an unimaginative and 
unnecessarily expensive rate structure for 
long-distance calls. In the U.S. it is now 
possible to call coast-to-coast in the off-peak 
hours for as little as 75 cents. In Canada, the 
corresponding rate is still approximately $2. 
The principal cost factor in voice communi- 
cation, both long-distance and local, is the 
cost of establishing and maintaining the 
extensive switching facilities and _ staffing 
them with operators. It is a fact that these 
exchanges must be designed to handle the 
maximum peak load traffic which normally 
occurs during the business hours. In the off- 
peak hours, particularly in the late evening, 
the telephone exchanges are operating at a 
very small percentage of total capacity. Lim- 
ited attempts have been made by Bell 
Canada to improve off-peak utilization and 
spread the discretionary call load more even- 
ly throughout the calling day. To some extent 
the reduction of evening rates has been 
achieved by Bell Canada in the areas in 
which it has exclusive jurisdiction. It is to 
the credit of Bell Canada that it has imple- 
mented such a system. It is also probable 
that the full influence of Bell Canada could 
be applied to induce the other members of 
Trans-Canada Telephone System to make 
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drastic reductions in off-peak long-distance 
dialing rates throughout Canada. 

Other aspects of the tariffs charged for 
voice communications seem questionable. One 
example is the charge of between $10 and 
$12 for the lifetime use of a coloured hand 
set. It is difficult to appreciate the necessity 
for such a charge in view of the fact that the 
cost of the plastic-moulded case would seem 
to be completely independent of the colour of 
that case. Even if this is not true, the addi- 


tional cost would certainly not be of the 


magnitude charged by Bell Telephone for the 
use of coloured telephones. The cost of any 
special feature such as push-button tele- 
phones, buzzers, speaker telephones, etc., is 
far out of proportion to the actual cost of the 
additional hardware involved. Bell Canada 
appears to be able to charge these prices 
simply due to the fact that there is no com- 
petition or no control of their pricing struc- 
ture for such additional features. Special fea- 
tures suh as these could be offered as vastly 
reduced prices by competitive manufacturers 
if they were permitted to compete in these 
areas. 
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It would seem that the entire Canadian 
public would benefit from the availability of 
competitive telephone equipment for use in 
the home and office. This could be achieved 
by simply compelling Bell Canada to issue 
standards for the connection of non-Bell 
equipment or attachments to the telephone 
network to ensure that they would not inter- 
fere electrically, or in any other way with 
the operation of the telephone system. 


The electricity distribution system provides 
an example of the feasibility of such an 
approach. The electric utilities establish 
standards for the connection of devices made 
by a number of manufacturers for use on the 
utilities lines and facilities. These standards 
must be adhered to by all manufacturers of 
electrical equipment, and are enforced by the 
utility. 


In purely technical terms, the telephone | 


system is not a great deal more complicated 
than the electricity distribution network. It is 
unlikely that most Canadians would accept 
the electric utilities having monopoly control 


over the manufacturing of electrical goods © 


and appliances for connection to their distri- 
bution system. Yet, most Canadians accept 
without question the monopoly the telephone 
companies enjoy over the manufacture of the 
facilities and equipment to be connected to 
their system. 
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SECTION V 


Satellite Communications 


It is not the purpose or scope of this brief 
to deal with the question of satellite com- 
munications. However, the attitude of Bell 
Canada towards the concept of satellite com- 
munications is indicative of its attitude 
towards progress in other fields of communi- 
cations and its reluctance to implement such 
progress until forced to do so. Bell Canada in 
the past has shown little or no interest in 
utilizing the tremendous potential of satellites 
for long-distance voice, data and television 
transmissions. As soon as other groups put 
forward concrete proposals for the construc- 
tion and operation of a Canadian satellite 
communication system, Bell Canada immedi- 
ately responded with statements to the effect 
that satellite communications were the due 
right and privilege of the common carriers 
and should not be entrusted to any other 
group. Clause 7 of Bill C-104 is apparently 
intended to enable Bell Canada to participate 
in a satellite communications system. 


As most members of the committee are 
undoubtedly aware, the cost of transmitting 
voice data or television transmission via 
satellite is completely independent of the dis- 
tance the transmission must travel. Thus, a 
telephone or data message sent from Van- 
couver to Montreal would have the same cost 
to the common carrier aS a message sent 
from Toronto to Montreal via the same satel- 
lite system. If Bell Canada or the other com- 
mon carriers are given the authority to oper- 
ate satellite communication systems, it is 
doubtful that the common carriers would 
pass on to the users of communication serv- 
ices the true savings resulting from a satel- 
lite transmission system. 


Bell Canada, with a substantial investment 
in existing land lines and microwave com- 
munication facilities, would undoubtedly not 
be able to charge for long-distance communi- 
cations via satellite on the same basis as they 
_ charge for the existing transmission facilities. 
' Thus, the true benefits of satellite communi- 
cations would not be passed on to the users 
until the existing long-distance transmission 
systems had been fully amortized, if even 
_ then. It would seem much more desirable to 
have a separate satellite communications 
agency to operate a Canadian communica- 
- tions system. Whether this agency is govern- 
ment or investor-owned is not the concern of 
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this brief. It is, however, our firm opinion 
that Bell Canada or the other common carri- 
ers should not be permitted to exert control 
or given prime responsibility for the con- 
struction and operation of such a satellite 
system. At present, Bell Canada does not 
possess an impressive competence in the field 
of satellite communications, nor does its sub- 
sidiary Northern Electric. There are already 
several groups in Canada who have extensive 
experience in the field of satellite communi- 
cations, in particular the RCA Victor Compa- 
ny, National Research Council, the Canadian 
Overseas Telecommunication Corporation, 
the Department of Transport and the De- 
fence Research Board. Bell Canada would 
obviously require considerable time to bring 
its competence and skills to adequate levels, 
should it be given the authority to operate a 
satellite communication system. 
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It would appear to be much more benefi- 
cial to Canada, and to the communication 
users in particular, to permit Bell Canada 
and the other common carriers to buy com- 
munication channels from the authority oper- 
ating the satellite communication system, 
rather than give them the authority to run it 
themselves. In this way, the dramatic 
capabilities and benefits of satellite communi- 
eations would very quickly be passed on to 
Canadians in general, and to the communica- 
tions users in particular. 
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SECTION VI 


Recommendations 


The preceding sections of this brief have 
discussed the existing deficiencies in the poli- 
cies and methods of Bell Canada and its 
affiliated companies. In this section, we sum- 
marize what we believe to be the steps 
required to eliminate these deficiencies and 
provide Canada with an efficient, competitive, 
communications system and industry: 

1. Delete Clause 7 from Bill C-104. 
Clause 7 redefines the Bell Canada pow- 
ers to include all forms of telecommuni- 
cations irrespective of their nature. This 
would permit Bell Canada to expand 
into the satellite communication field and 
would remove any restrictions over the 
type of equipment or facilities it employs 
in the provision of communication 
services. 
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We are not opposed to the elimination 
of restrictions on the type and form of 
equipment that Bell Canada may use. 
We do believe, however, that Bell Cana- 
da should be confined to the provision of 
terrestial facilities for the transmission 
of voice data, video and other signals 
and should be restricted from owning, 
operating or controlling extra-terrestial 
communication facilities such as satellite 
communication systems. In our judg- 
ment, Bell Canada has shown that it is 
not capable of exploiting its existing 
powers to provide efficient and function- 
al communication systems of all kinds. 

It has also not demonstrated any par- 
ticular capability in the field of space 
communication systems. Therefore, it is 
our opinion that Bell Canada would 
over-extend itself and make unnecessary 
drains on Canada’s technological re- 
sources in order to put itself in a position 
to provide such systems. 
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2. Delete Clause 8 of Bill C-104. It is 
difficult to understand why Bell Canada 
believes it should be allowed to invest in 
and compete with companies in other 
industries, primarily in the electronics 
and electrical manufacturing field. At 
the moment, such companies are for the 
most part prohibited from competing 
with Northern Electric, the Bell Canada 
manufacturing subsidiary. Therefore, it 
would be unfair to permit Northern 
Electric to enter into those fields already 
occupied by other companies and com- 
pete with them on an advantageous 
basis, using resources derived from their 
monopoly market to finance ventures 
into competitive markets. 

An additional effect of this clause 
would be to permit Bell Canada to gain 
control over the manufacturer of equip- 
ment in fields which are not strictly 
communications-oriented, but are suffi- 
ciently akin to communications to be a 
factor in the industry. For example, the 
manufacture of computer terminals and 
associated devices, and indeed, comput- 
ers themselves could prove to be an area 
of interest to the telephone company. 

A policy which permits Bell Canada to 
acquire a monopoly position in other 
areas, in addition to those it already 
occupies, is not one designed to be con- 
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ducive to continued growth in the tech- 
nology-oriented industries in Canada. 


Bell Canada is already one of Canada’s 
largest corporations, and has reached 
this position without fully using the 
powers it already possesses. It would 
seem to be totally unnecessary and 
undesirable to grant it further additional 
powers. If anything, the opposite course 
would seem to be appropriate; i.e., 
reducing the scope of the activities in 
which Bell Canada may become 
involved, rather than increasing the 
scope of its activities. 
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3. Amend Bill C-104 to include a 
clause requiring Bell Canada to establish 
standards governing the use of non-Bell 
equipment on both private and switched 
communications circuits. These standards 
will be subject to the approval of the 
Department of Transport and would ena- 
ble competitive manufacturers to design 
and offer equipment for use on the tele- 
phone network. The Company should 
also be prohibited from using its powers 
to discriminate in any way against the 
users of suppliers of such equipment. 

4, Amend the Railway Act to include a 
clause permitting competing communica- 
tions companies to offer special com- 
munications services or facilities in 
competition with Bell Canada, or other 
common carriers, whenever it can be es- 
tablished that the existing common car- 
rier services are inadequate. This would 
provide strengthened competition for Bell 
Canada in areas where such competition 
is beneficial to the communications users. 
Services in remote areas for industrial 
clients, long-distance special high-speed 
data circuits, etc., are some examples in 
which additional competition would be 
beneficial. 

5. Amend Bill C-104 to include a 
clause prohibiting Bell Canada from 
filing inclusive tariffs for communica- 
tions services. Such tariffs cover the 
provision of communication circuits, data 
sets and interface equipment along with 
computer or data terminal equipment. 
The purpose of this clause would be to 
prohibit Bell Canada from restricting the 
competitive offerings of companies una- 
ble to offer the total range of communi- 
cations services which Bell Canada’s 
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powers permit it to offer. Such a clause 
would also ensure that the highest level 
of competition is maintained in all 
aspects of communications services. 

6. An independent Commission should 
be established to fully investigate the 
operational practices and policies of Bell 
Canada, and its manufacturing subsidi- 
ary, in order to determine whether Bell 
Canada is providing adequate standards 
of communications services to all sectors 
of the Canadian economy. The investi- 
gating Commission should concentrate on 
areas such as: 
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(a) Long-distance telephone rates. 


(b) Rates charged for private leased tele- 
phone circuits. (In the U.S. the cost of 
a leased, voice-grade telephone line is 
less than half the Canadian cost.) 


(ec) The technical competence of Bell Canada 
and Northern Electric to respond to 
the needs of advanced communications 
systems. 

(d) The extent of the reliance on U.S. tech- 
nology of both Bell Canada and North- 
ern Electric. 


(e) The extent to which Bell Canada should 
be permitted to control the manufac- 
ture of its own equipment. It is not 
our suggestion that Bell Canada be 
forced to divest itself of Northern 
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Electric and other subsidiaries. An 
investigation should reveal the benefi- 
cial and detrimental aspects of the 
existing vertical monopoly created by 
the exclusive use of Northern Electric 
equipment by the Bell system. 


The purpose of the above Commission would 
not be to conduct a “witch hunt” into the 
operations of the Bell Canada system. Its 
principal purpose would be to determine 
whether the Company is doing the job 
required of it by Canada, and whether a 
different form of organization and increased 
competition would be _ beneficial to the 
Canadian economy. 
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7. It is our recommendation that the 
Department of Transport be given a 
mandate and sufficient funds to increase 
its technical staff to monitor and observe 
the operations of Bell Canada and the 
other Canadian common carriers. The 
Department of Transport seems to have 
done a commendable job with its exist- 
ing staff and resources. In order to 
perform a proper regulatory role, it 
seems evident that the Department 
requires considerably increased funds 
and powers, in order to fulfill its respon- 
sibilities to the Canadian people. 
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STANDING COMMITTEE 


ON 


TRANSPORT AND COMMUNICATIONS 
Vice-Chairman: Mr. H. Pit Lessard 


. Allmand, Mr 
. Andras, Mr 
. Bell (Saint John- 
Albert), Mr 
. Byrne, Mr 
. Cantelon, Mr 
. Chatwood, *Mr 
. Deachman, Mr 
. Emard, Mr 
*Replaced Mr. McWilliam 


and 


. Horner (Acadia), 
. Howe (Welling- 


ton-Huron), 


. Leboe, 

. Lind, 

. Nugent, 
. Olson, 

. Orlikow, 
. Pascoe, 


(Quorum 13) 


Mr. Reid, 

Mrs. Rideout, 

Mr. Rock, 

Mr. Saltsman, 

Mr. Sherman, 

Mr. Southam, 

Mr. Stafford—(24). 


Ro VerrVirr; 


Clerk of the Committee. 


on December 4, 1967. 


ORDER OF REFERENCE 


Monpay, December 4, 1967. 


Ordered,—That the name of Mr. Olson be substituted for that of Mr. 
McWilliam on the Standing Committee on Transport and Communications. 


Attest. 
ALISTAIR FRASER, 


The Clerk of the House of Commons. 
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MINUTES OF PROCEEDINGS 


TUESDAY, December 5, 1967. 
(14) 


The Standing Committee on Transport and Communications met this day 
at 10.05 o’clock a.m., the Vice-Chairman, Mr. Lessard, presiding. 


Members present: Mrs. Rideout, and Messrs. Allmand, Andras, Byrne, 
Cantelon, Chatwood, Deachman, Horner (Acadia), Howe (Wellington-Huron), 
Lessard, Lind, Olson, Pascoe, Reid, Rock, Saltsman, Southam—(17). 


Also present: Mr. Groos, M.P. 


In attendance: Representing Trans-Canada Pipe Lines Limited: Mr. James 
W. Kerr, Chairman; Mr. George Woods, Group Vice-President; Mr. John 
Clarry, Solicitor; Mr. J. Ross Tolmie, Q.C., Parliamentary Agent. 


The Vice-Chairman called on Mr. Olson who thanked the Committee for 
its promptness in dealing with Bill S-26, An Act respecting Trans-Canada 
Pipe Lines Limited. He then introduced the Parliamentary Agent, Mr. J. Ross 
Tolmie, Q.C. Mr. Tolmie in turn called on the Chairman of Trans-Canada 
Pipe Lines Limited, Mr. James W. Kerr, to make an opening statement and to 
introduce the officials of his Company. 


A map of Canada showing the Trans-Canada Pipe Lines and connecting 
systems was distributed to Members of the Committee. 


After questioning the witnesses, Clauses 1, 2, 3, 4 and 5 were agreed to. 
The title and preamble were agreed to and the Vice-Chairman was instructed 
to report the Bill. 


At 11.25 o’clock a.m., the Committee adjourned to the call of the Chair. 


Ry ViagVirr, 
Clerk of the Committee. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Tuesday, December 5, 1967 
e (10:07 a.m.) 


The Vice-Chairman: Mrs. Rideout and gen- 
tlemen, I see a quorum. We have for 
consideration this morning Bill S-26, an Act 
respecting Trans-Canada Pipe Lines Limited. 
The sponsor of the Bill is Mr. Olson, member 
of Parliament for Medicine Hat, and I would 
ask him to present the witnesses, this 
morning. 


Mr. Olson: Mr. Chairman, Mrs. Rideout 
and gentlemen, first I would like to thank the 
Committee for providing an opportunity for 
study of Bill S-26 because I regard it as 
essential to Canada’s resource and distribu- 
tion development. 

We have with us this morning Mr. James 
W. Kerr, President of Trans-Canada Pipe 
Lines, Mr. G. W. Woods, Group Vice-Presi- 
dent in charge of financing, Mr. John Clarry, 
Solicitor, and Mr. J. Ross Tolmie, Q.C., their 
Parliamentary Agent. Would you gentlemen 
please come forward. 


The Vice-Chairman: I do not believe we 
have a written brief this morning but Mr. 
Kerr will give us a short briefing on Trans- 
Canada Pipe Lines and then we will proceed 
with questioning. 


Mr. J. Ross Tolmie, Q.C. (Parliamentary 
Agent for Trans-Canada Pipe Lines Limited): 
If I might again introduce our witnesses, now 
that they are seated, Mr. Chairman, Mrs. 
Rideout and gentlemen, on my _ right 
is Mr. James W. Kerr, the President 
of Trans-Canada Pipe Lines; next to him is 
George Woods, Group Vice-President in 
charge of finances of the Company; then on 
his right is Mr. John Clarry, corporate solici- 
tor and partner in the Toronto Firm of 
McCarthy and McCarthy. 


e (10:10 a.m.) 


If it pleases you, Mr. Chairman, I would 
ask Mr. Kerr to outline in a preliminary 
statement exactly what is involved in this 
Bill and then any of the witnesses present 


will be pleased to answer questions, depend- 
ing of course on which sector of inquiry you 
wish to go into: 


Mr, James W. Kerr (Chairman and Presi- 
dent Trans-Canada Pipe Lines Limited): Mr. 
Chairman, Mrs. Rideout and gentlemen, it is 
indeed a privilege to be with you today to 
discuss this bill. I am very pleased also to 
have some of my associates with me. 

I believe you know that the purpose of the 
Bill is to provide for an increase in the 
authorized capital of Trans-Canada Pipe 
Lines Limited and to make certain amend- 
ments to the provisions of Trans-Canada’s 
Special Act. 

Trans-Canada was incorporated by Special 
Act in 1951 and some changes in the author- 
ized capital of the company were made by a 
further Special Act in 1954. Since then we 
have constructed, and now own and operate, 
a big-inch pipeline system extending more 
than 3,000 miles from the Alberta-Saskatche- 
wan border to Montreal and on to the Que- 
bec-Vermont border. I would like to refer to 
the map to describe our system. The natural 
gas is gathered for us in the province of 
Alberta by Alberta Gas Trunk Line and is 
shown on this map by a green line. Alberta 
Gas Trunk Line delivers the gas to Trans- 
Canada Pipe Lines’ western gate at Burstall, 
Saskatchewan very close to the Alberta-Sas- 
katchewan border. Then our systems starts 
on its way east. At the present time we have 
two 34-inch diameter pipe lines 586 miles 
east to Winnipeg. It then goes through north- 
ern Ontario in a 30-inch system 1,248 
miles to Toronto—actually it is through Ma- 
ple, a point just north of Toronto. A 20-inch 
system extends to the east to Niagara Falls, 
to the international border; another system 
extends 308 miles eastward to Montreal; and 
just recently we have extended the system to 
the Vermont border. We also have an exten- 
sion southward from Winnipeg to Emerson, 
Manitoba on the international border to con- 
nect to the proposed Great Lakes Gas Trans- 
mission Company system south of Lake Su- 
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perior and Lake Huron. We also have a 12- 
inch diameter extension to serve Ottawa. 


Mr. Cantelon: May I interject a question at 
this point? 


The Vice-Chairman: Yes, Mr. Cantelon. 


Mr. Cantelon: I note a short red line con- 
necting to Unity; is that also your pipe line? 


Mr. Kerr: Yes sir. I forgot to mention that. 
We have a 16-inch diameter pipe line from 
the Provost field in Alberta to Unity, Saskatch- 
ewan where the storage fields are located, 
ana gas is pumped in there to serve Saskatch- 
ewan Power Corporation. 


Mr. Cantelon: Thank you. 


Mr. Olson: I believe, Mr. Kerr, that you 
have some smaller maps. Would you like to 
distribute them to the members of the 
Committee? 


Mr. Kerr: We would be: very pleased to 
have those maps distributed. 

At intervals along the pipe line system 
from Burstall, Saskatchewan through to 
Montreal and the Vermont border, we now 
have a total of 46 compressor stations with a 
total capacity of more than = 643,000 
horsepower. 

Trans-Canada is also a 50 per cent owner 
of Great Lakes Gas Commission Company 
which is constructing a 36-inch pipe line 
south of the Great Lakes from the Trans- 
Canada system at the international border at 
Emerson, Manitoba to Sault Ste. Marie and 
on through Michigan to St. Clair, Michigan 
on the international border near Sarnia. 
Trans-Canada buys natural gas from a great 
many producers in many fields in Alberta 
and some in Saskatchewan. The natural gas 
that we buy from producers in Alberta is 
gathered for us as I mentioned earlier, by Al- 
berta Gas Trunk Line and they transmit it to 
our western gate at Burstall, Saskatchewan 
on the Alberta-Saskatchewan border. Our 
gas is then transmitted through the Trans- 
Canada system and delivered to 14 customer 
companies at more than 120 sales points 
along the line. These 14 customers are natu- 
ral gas distribution companies which in turn 
serve the residential, the commercial and the 
industrial market. We also export gas to the 
United States at three points on the system; 
at Emerson, Manitoba, at Cornwall, Ontario, 
and at the Vermont border. 
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Our first full year of operation was 1959 
and during that year sales were 74 billion 
cubie feet. Our total sales during the last 
fiscal year, 1966, were 401 billion cubic feet 
—over 1 ‘billion cubic feet per day on the 
average—and our peak day in 1966 was 1.356 
billion cubic feet. 

I believe you know what our operations and 
the development of our facilities are under 
the jurisdiction of the National Energy 
Board. We operate under the terms of the 
National Energy Board Act and Regulations, 
and this Act requires that we obtain authori- 
zation from the National Energy Board prior 
to the commencement of construction of any 
facilities. ° . 

I think it is important to emphasize, and I 
am always very pleased to be able to say, 
that Trans-Canada is truly a Canadian com- 
pany. Its management and its shareholders 
are basically Canadian. Over 87 per cent of 
the company’s 35,000 common stock share- 
holders are residents of Canada and they 
own over 94 per cent of the common shares 
of the Company. Residents of Canada also 
own over 99 per cent of the preferred shares. 
Our two largest single shareholders are 
Canadian companies; Canadian Pacific In- 
vestments Limited and Home Oil Company 
Limited. Our senior management team is 
basically Canadian and nine of our top ten 
officers were born and educated in Canada. 


Consistent with the Canadian character of 
our company, it: is our policy to purchase 
Canadian-made materials and services where- 
ever possible, and in developing and carry- 
ing out this policy, there are many examples 
where we have encouraged development of 
new sources of supply and of manufacture in 
Canada. 


Our company has placed millions and mil- 
lions of dollars of orders with Canadian 
manufacturers since the commencement of 
construction in 1956. During the early stages 
of development, the large majority of sup- 
pliers of material and apparatus to the natural 
gas transmission industry had their manufac- 
turing plants located outside Canada. Howev- 
er, Trans-Canada was able to make its pur- 
chasing policy of “buy Canadian” . clearly 
known, and we encouraged the establishment 
of Canadian manufacturing operations to 
supply our Canadian industry. Today, as a 
result of this approach to purchasing, with 


ite i EE = 


nite 


December 5, 1967 


only a few. exceptions, all , equipment 
required by the natural gas transmission sec- 
tor of the natural gas industry is manufac- 
tured in Canada. We are, frankly, proud to 
be able to say that the Canadian content of 
our purchases is now well in excess of 80 per 
cent. We are also gratified that we have been 
directly responsible for major secondary 
industrial development in various locations 
throughout Canada. 

One of the principal reasons for Trans- 
Canada’s request for the passage of this Bill 
is the future growth which we anticipate in 
Canada because of the growing requirements 
for natural gas in the eastern Canadian ener- 
gy market. In the last few years the industry 
as a whole has averaged a compound growth 
of approximately 10 per cent in the domestic 
energy market each year, and it is quite 
realistic to expect similar annual growth dur- 
ing the next few years. We estimate that by 
1985, natural gas will supply 25 per cent of 
Canada’s total energy markets. To put this 
perspective, in 1966, the last year that statis- 
tics are available, the natural gas industry 
supplied about 18 per cent of Canada’s total 
energy requirements. Twenty years ago natu- 
ral gas supplied just three per cent of a very 
much smaller energy market. Research and 
development and new applications for gas 
will contribute to much greater acceptance of 
this form of energy in future years. 


e (10:20 a.m.) 


As I mentioned earlier, the last amendment 
to our Special Act was in 1954, 13 years ago, 
and there has been no change in its author- 
ized capital since that time. Since 1954, the 
company has constructed its initial pipe line 
system and has completed very substantial 
construction programs each year, including 
looping of the pipe line, installation of addi- 
tional compressor horsepower, and the con- 
struction of new compressor stations along 
the pipe line. When I refer to “looping”, I 
mean the construction of another pipe line 
parallel or adjacent to the initial pipe line. 


In the past eight years the number of miles 
of pipe line, including loop line, has 
increased from 2,290 miles to 3,106 miles, and 
the number of compressor stations spotted 
’ along the system has been increased from 10 
to 46. During this eight-year period, the total 
horsepower installed has increased from 75,- 
500 to 643,000. 
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In view of this substantial increase in 
facilities, and therefore in capital investment, 
and because of the requirements for future 
expansion that we can see ahead, I trust you 
will appreciate that the authorized capital 
initially required for the company is no 
longer adequate to meet our needs. 

In the Bill which is before you, we are 
requesting an increase in the company’s capi- 
tal stock from 10 million common shares to 
25 million common shares, and from one mil- 
lion preferred shares to five million preferred 
shares. 

Of the 10 million common shares author- 
ized at the present time, less than 539,000 are 
available in the company’s treasury for issue 
and all of the one million preferred shares at 
present authorized have been issued or are 
outstanding. So that the company may be 
able to carry out the expansion of its facili- 
ties indicated by its present commitments, 
and by future market requirements, we con- 
sider it essential that -its.authorized capital be 
increased to enable it to secure additional 
equity capital when required. 

In addition to the increase of capital, the 
Bill also provides for some amendments ‘to 
the provisions of the Special Act dealing with 
preferred shares, with the subdivision and 
consolidation of shares and with payment of 
stock dividends. There is also an extension of 
the description of the communication facili- 
ties used in our gas transmission system to 
include electronic communications. Some of 
these amendments involve technical and legal 
points which my associates and I will be glad 
to discuss with you further in answer to any 
questions which you may wish to raise. 

Thank you very much, Mr. Chairman, for 
the opportunity to make these introductory 
remarks. 


The Vice-Chairman: Mr. Saltsman? 


Mr. Saltsman: Thank you, Mr. Chairman. 
If you do not mind I would like to ask you 
some questions, not much pertaining to your 
present involvement in gas transmission but 
as you might be involved in oil transmission. 
I am wondering whether you transport oil as 
well as gas? 


Mr. Kerr: No sir, we do not. 


Mr. Saltsman: How big is your line from 
Toronto to Montreal? Is that the same size as 
the rest of the lines? 
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Mr. Kerr: No sir, it is smaller. It is 20 
inches to Montreal except the few miles of 
loop line, as shown on this map from Toronto 
east to a point near Markham, which is a 
24-inch looping. 


Mr. Salisman: Are you familiar with a 
feasibility study that was made by the 
Canadian National Railways, I think it was 
in 1962, regarding the movement of oil from 
the west to the eastern markets? In that 
study they analysed the cost based on a 
number of different ways of moving the gas 
and I believe that one of the things they 
studied was the feasibility of running an oil 
line along the Trans-Canada route along 
your rights of way and what it would cost 
under those circumstances. I believe it was 
cheaper if the oil line from the West to the 
Montreal market followed the Trans-Canada 
pattern. Are you familiar with that? 


Mr. Kerr: No, sir. I am not directly famil- 
iar with this 1962 study you mention. 


Mr. Salisman: You did not participate in 
that study? 


Mr. Kerr: No, sir. 


Mr. Salisman: Have you given any consid- 
eration to the possibility of moving oil as 
well as gas? 


Mr. Kerr: No, we have not. That is not in 
our corporate scope. 


Mr. Salitsman: Is this because you are 
limited by the terms of your corporate scope, 
or is this because you do not believe that it 
ties in with the work you are doing now? 


Mr. Kerr: We believe basically our busi- 
ness is the long distance haulage or transmis- 
sion of natural gas and that is our role and 
purpose corporately. We have no aspirations 
to go into other forms of energy. 


Mr. Saltsman: Do you see any possibility 
of moving oil more economically by having a 
proposed oil line from the west of Montreal 
follow your rights of way? Do you see any 
Savings if this were contemplated? 


Mr. Kerr: Actually, our right of way which 
is 66 feet wide pretty well ail across the 
country is not filled up with pipe line. Do not 
misinterpret what I say there, but to build 
any other line adjacent to the existing Trans- 
Canada system would involve the acquisition 
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of new right of way pretty well all along the 
line. I cannot give you an accurate answer to 
that but a general answer is that almost all 
along the Trans-Canada right of way new 
lands would have to be acquired to build 
another pipe line. There might be some saving 
but it would not be terribly significant. 


Mr. Saltsman: You do not feel that by 
twinning gas and oil lines along the existing 
routes there would be any savings in the 
building of another line? 


Mr. Kerr: A very high percentage of the 
total construction cost—the cost of laying a 
pipe line—is in the actual laying rather than 
in the right of way. As I say, while there 
might be some saving it would not be too 
Significant. 


Mr. Saltsman: What about operational sav- 
ings? Is there any operational saving possible 
by having two of them looped together? 


Mr. Kerr: The methods of operating oil 
pipe line compressor stations are not dissimi- 
lar to methods used in operating gas com- 
pressor stations and, therefore, there might 
be some elimination of duplicate personnel. 
But the equipment is different and the capi- 
tal cost would be just as great as if we were 
building a new oil pipe line in some new 
area. 


Mr. Saltsman: The government is discus- 
sing the possibility of the establishment of the 
Canada Development Corporation to invest in 
Canadian industry. Would your company 
have any objection to a separate corporation 
participating in the development of a pipe 
line in your particular case; providing some 
of the financing and some of the management 
participation that might come from that? 


The Vice-Chairman: Mr. Saltsman, would 
you try to talk a little louder, please? It is 
very hard to hear you. 


Mr. Saltsman: Sorry. I will just repeat the 
question. The government is considering, we 
understand, the establishment of the Canada 
Development Corporation whose purpose 
would be to invest in Canadian industry and 
assist in both the financing and the manage- 
ment of Canadian industry. 


Mr. Rock: Did they establish... 


Mr. Salitsman: I am saying that it is talk- 
ing about this. If such a corporation were 
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established, do you see any objection to the 
Canada Development Corporation participat- 
ing with you in the development of a gas 
transmission line? 


Mr. Kerr: It is difficult at this stage, sir, to 
answer that question because we would not 
be completely familiar with the terms of such 
financial arrangements with the government. 
Off hand I would not think it would be 
necessary, on the basis that so far Trans- 
Canada has been able to acquire financing 
from private sources but this, however, does 
give me an opportunity to call on Mr. George 
Woods, Group Vice-President in charge of 
financial affairs of our Company. Mr. Woods 
might have something to add on this 
question. 


Mr. George Woods (Group Vice-President, 
Trans-Canada Pipe Lines Limited): As Mr. 
Kerr has stated, to date we have had massive 
capital requirements and we have been able 
to raise them. If we found we could not raise 
them we might have to approach the Canada 
Development Corporation or some such agen- 
cy but until we had difficulties I think it 
would be just as desirable to try to raise 
these funds in the private sector. 


Mr. Byrne: You had some trouble in 1956. 


Mr. Woods: Well, I am talking of recent 
years. 


Mr. Saltsman: You are a common carrier. 
Is that correct? 


Mr. Kerr: No, sir. 


Mr. Saltsman: You are not a common Car- 
rier? You carry only for those companies 
associated with you in the discovery and 
development of gas production? 


Mr. Kerr: Sir, we buy the natural gas at 
the wellhead from producers in Alberta and 
Saskatchewan. We buy at the wellhead and 
we own the gas at that stage. Then Alberta 
Gas Trunk Line, as I mentioned in my intro- 
ductory remarks, gathers that gas and carries 
it to our western gate at Burstall. We own 
the gas at that time, of course, and we carry 
it through our pipeline and deliver it at 120 
sales points along the line to the fourteen 
distribution company customers that I 
referred to. They buy it from us. In other 
words in this area, Ottawa, it is served by 
Ottawa Gas, which is a subsidiary of Con- 
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sumers’ Gas Company; and Consumers’ Gas 
buys it from Trans-Canada’s system at sever- 
al points along the line. 


e (10:30 a.m.) 
Mr. Allmand: Do you process at all? 


Mr. Kerr: We do not process at the well- 
head. The producers do the processing and 
extract the products from the gas stream at 
that point and deliver it to Trans-Canada on 
a rather tight specification. However, in con- 
junction with Pacific Petroleums Ltd. we 
participate in an extraction plant at Empress, 
Alberta, very near Burstall, Saskatchewan, 
where further products are taken out. 


Mr. Allmand: Among your purposes you 
ask for permission to process. Do you con- 
template doing it on a wider basis in the 
future than you are today? 


Mr. Kerr: That was in the original Act, sir, 
and there is no change there. 


Mr. Saltsman: This puts you in a powerful 
position, does it not, in the sense that no one 
can really bring gas into production unless 
they reach an agreement with you for the 
movement of that gas? In other words, from 
what I can see, this is the only way to move 
gas out of the area, and before anyone could 
bring gas into production they would have to 
be assured that you would carry, or would 
buy from them? Is this the case? 


Mr. Kerr: I do not think that is quite right, 
sir, no. We are very large purchasers of gas 
in western Canada because of the tremen- 
dous energy market we have here in eastern 
Canada served by our pipeline; but we are 
not alone in buying gas in Western Canadian 
fields. Westcoast Transmission Company Lim- 
ited is buying in northeastern B.C. and 
Alberta Gas Trunk Line Co. Ltd. and Alberta 
Southern Limited are buying for the Cali- 
fornia market. Therefore, there is certainly 
competition in negotiating with producers for 
the volumes of natural gas that we need to 
serve our markets. 


Mr. Salisman: But in the Trans-Canada 
run, from the western to eastern markets, 
yours is the only pipe line that moves the gas 
that distance, is it not? 


Mr. Kerr: Yes. 
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Mr. Saltsman: Anyone wanting access to 
this market would have to negotiate a sale 
with you for the movement of their gas, or 
for the purchase of their gas? 


Mr. Kerr: Yes. If anyone wanied to sell gas 
in eastern Canada they would approach 
Trans-Canada and work out a purchase con- 
tract from Trans-Canada. All these contracts, 
of course, are ultimately under the jurisdic- 
tion of the National Energy Board. 


Mr. Salisman: I see. The National Energy 
Board has some say in the negotiation of 
these contracts? 


Mr. Kerr: They have regulation over the 
rates and the tariffs that are charged. 


Mr. Salisman: I gather you do not antici- 
pate any difficulty in financing your opera- 
tion, or your extensions? Is this correct? 


Mr. Kerr: Well, it has often been said that 
in financing you never know until you actu- 
ally have the contract made with the senior 
institutions from which you borrow the 
money. However, at the present time we do 
not expect any serious difficulties. We have 
not had any for the last few years. 


Mr. Salisman: Are you in a position to tell 
this Comimittee what your financing plans 
are, where you intend to get your money and 
at what rates you intend to try and get it? 


Mr. Kerr: This is another opportunity for 
Mr. Woods to participate, if he would, please. 


Mr. Salisman: Mr. Woods? 


Mr. Woods: Our plans are to sell bonds 
next year at the lowest rate at which we can 
negotiate them; and we have a plan to sell 
$30 million worth of what we call ‘Junior 
securities” sometime probably during 1968. 
We have not determined exactly what form 
these junior securities will take, and certain- 
ly one of the reasons for our asking for the 
passage of this bill is to give us all the 
options possible. The financial markets devel- 
op in the months ahead and I do not think 
anybody at this moment can forecast how 
they will develop. We then have all the 
options possible in raising that $30 million. 


Mr. Salitsman: To what extent will you be 
able to market your bonds in Canada as 
against marketing them in the United States? 


Mr. Woods: The bonds will be marketed 
mainly in the United States. We have sold 
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our bonds mainly in the United States. 
Canadian institutions, to the extent that they 
want to buy these bonds, will have the max- 
imum opportunity to do so. 

Fortunately, we have been able to borrow 
our debt money in the United States and 
have, over the years, raised all our equity, or 
common shareholder money, in Canada. This 
is something we hope to be able to continue. 


Mr. Salisman: You may or may not wish to 
deal with this, but a rumour has been going: 
around to the effect that the price of your 
bonds in the United States will depend to a 
considerable extent on what Canada does 
about the recommendations of the Carter 
Royal Commission on Taxation. 


The Vice-Chairman: I believe, Mr. Salts- 
man, we should stick to the Bill. I think you 
are going a little too far afield. ; 


Mr. Saltsman: I thought they might wish 
to have an opportunity to reply to that, but I 
bow to your wishes, Mr. Chairman. Thank 
you. 


The Vice-Chairman: Mr. Andras? 
Mr. Andras: Thank you, Mr. Chairman. 


Mr. Kerr, you mentioned that one of the 
prime purposes in seeking authorization for 
additional capital was to expand in Canada, 
and you also made reference to eastern mar- 
kets. This leads one to assume—and judging 
from previous publicity it is the correct 
assumption—that you will then be talking in 
terms of a pipe line in Canada. Could you be 
more specific about the form the expansion 
will take if this Bill is authorized? 


Mr. Kerr: Yes, sir; I will be pleased to talk 
about that. 


You will recall that on October 4, 1966, 
Trans-Canada worked out with the govern- 
ment of Canada an agreement which pro- 
vides that at all times 50 per cent of our total 
throughput east of Winnipeg to Eastern 
Canada will be transmitted through Northern 
Ontario. This agreement also requires that by 
1976 the volume through Northern Ontario 
will increase to 60 per cent, and that within 
a reasonable time thereafter the volume will 
increase to 65 per cent. To comply with this 
agreement we are required to commence con- 
struction of a loop through Northern Ontario 
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by 1970. It may not be generally known that 
Trans-Canada commenced that loop this 
year, 1967. It is relatively small, but it is a 
start on that loop line; and we have been in 
service now for five or six weeks in a new 
small loop line—193 miles total, in four small 
sections—shown on this map east of Win- 
nipeg, three of which are in Ontario. 

The rate of future looping will depend on 
market development, and we are studying 
this almost continuously. The markets 
change, and these are very complex studies 
involving teams of engineers and financial 
people continuously looking at market 
growth, market changes and the require- 
ments of the market. At the present time it is 
our plan at least to loop the pipe line east to 
a point near Nipigon. As the market develops 
studies will be made on which route we 
follow from there. 


It is possible that we may be able to de- 
velop a new route along the north shore of 
Lake Superior, in almost a straight line to a 
point near Chapleau, south to a point near 
Elliot Lake, eastward to Sudbury, on to a 
point near Sundridge, on to Ottawa and down 
to Montreal. This, again, depends on the 
development of the markets. We do know at 
this stage... 


Mr. Andras: Just on that point, Mr. Kerr, 
as I understand it, then, you would loop from 
the Manitoba border to Nipigon, some of 
which has already been started? 


Mr. Kerr: Yes, sir. 


Mr. Andras: And you would make a choice 
at that time, based on market growth, and so 
on, whether to punch a brand new line 
through or gradually to loop the existing line. 


Mr. Kerr: Yes; but we have to look con- 
tinuously at the development of the market 
and at the geographic areas where the mar- 
ket is developed. 


As we see it at the present time, there will 
be some work continuing from the 1967 pro- 
gram in 1968, and certainly in 1969, and this 
will reach a bit of a peak in construction in 
1970. It appears now that we will be building 
about 170 miles of 36-inch pipe line through 
northern Ontario at a total cost of approxi- 
mately $60 million in the calendar year 1970. 
The program will continue after that, again 
depending on the development of the markéts. 
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e (10:40 a.m.) 


Mr. Andras: Is that tied in with the section 
to Nipigon? 


Mr. Kerr: 
Nipigon. 


Yes, sir; that: is* all west* of 


Mr. Andras: And that is a 36-inch line. 


Mr. Kerr: Yes; the 194 miles that we put 
in this year is 36-inch and that sets the 
pattern. 


Mr. Andras: The other existing line is a 
30-inch, is it not? 


Mr. Kerr: That is right, sir. 


Mr. Andras: This Bill, which is related to 
your requirement. for additional capital, is, in 
turn also related to the necessity of your 
meeting your obligations under the agree- 
ment with the Government vis-a-vis the 
Great Lakes Gas Transmission Company pro- 
gram. Is that not correct? 


Mr. Kerr: Yes, sir. 


Mr. Andras: Therefore, there is a time fac- 
tor involved here. In other words, you are 
going to need money to do this additional 
construction—this expansion—in Canada and 
that is what this Bill primarily seeks—the 
money to finance that expansion? 


Mr. Kerr: Yes, sir, the money involved 
here is entirely for use in Canada. 


Mr. Andras: So there is a time pressure on 
the whole thing, the beginning of which is to 
raise the funds to do this. 


Mr. Kerr: There really is; yes. 


Mr. Andras: Now, just one more question, 
following what Mr. Saltsman was saying. 
The National Energy Board is a regulatory 
bedy which sets rates for your transmission 
process. Does it also govern your rate of 
return as to profit return on investment? 


Mr. Kerr: Yes, the two matters are tied 
together. They are related. 


Mr. Andras: But is the regulation such that 
it simply sets your prices, in other words, or 
does it set a return on your. investment? 


_ Mr. Kerr: The Act reads that the National 
Energy Board has jurisdiction over tariffs 
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and tolls; and in controlling rates, it really 
controls the rate of return. 


Mr. Andras: It controls it in that way. 
Mr. Kerr: Yes. 
Mr. Andras: Thank you. 


Mr. Horner (Acadia): Mr. Andras dealt 
with quite a bit of the subject matter I was 
going to ask about. Could you give us an idea 
of your intended expansion in the United 
States? Is the 24 inch line going up to Sault 
Ste. Marie from Emerson now built? 


Mr. Kerr: No, sir. That is what we call 
phase two, really a part of phase two, of 
Great Lakes Gas Transmission Company. If I 
may just briefly describe the Great Lakes 
project, phase one involves a 36-inch pipe line 
from Farwell, Michigan. That is in central 
Michigan just south of Bay City on that map, 
150 miles eastward to St. Clair, Michigan, on 
the international border near Sarnia. That is 
now complete. Gas is running through phase 
one of the Great Lakes project. Phase two 
starts at Emerson on the international border 
south of Winnipeg on the map, comes along 
south of Duluth, along the south shore of 
Lake Superior to a point south of Sault Ste. 
Marie, Ontario. Now this line up to Sault Ste. 
Marie, Ontario, that you refered to earlier, 
sir, will be built in Calendar, 1968. That is 
part of phase two. And the remainder of 
phase two is this crossing of the Mackinac 
Straights which, incidentally, is a very difficult 
and important engineering feat, and on down 
to connect up with the western end of phase 
one again at Farwell, Michigan. 


Mr. Horner (Acadia): And part of the pur- 
pose of this Bill is to raise money to complete 
that, too? 


Mr. Kerr: No, sir, the Great Lakes financ- 
ing stands on its own feet in the United 
States. The requirements of this Bill before 
you are for Canadian expansion only. 


Mr. Horner (Acadia): You did _ state, 
though, that you own 50 per cent of the 
Great Lakes Gas Transmission Company. 


Mr. Kerr: Yes, sir. 


Mr. Horner (Acadia): 
entirely divorced... 


But “thisyiBills is 


Mr. Kerr: It will have nothing to do with 
Great Lakes financing. 
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Mr. Horner (Acadia): But you did say in 
your opening talk that there was going to be 
some change in the dividend arrangements 
with regard to—in lieu of money. Can you 
explain that a little more fully? 


Mr. Kerr: I think this might be an oppor- 
tunity to ask Mr. Clarry, our Solicitor, to 
comment on that point. 


Mr. John Clarry (Solicitor, Trans-Canada 
Pipe Lines Limited): Mr. Chairman, Mrs. 
Rideout and gentlemen, there is a clause in 
the Bill, clause 5, which gives the company 
the power to pay a stock dividend in lieu of 
a cash dividend. This is identical to a section 
in the Canada Corporations Act which 
applies to all normal corporations incorporat- 
ed under that Act and which is merely to 
provide the same opportunity to the company 
that other corporations have. 


Mr. Horner (Acadia): Does this put you in 
a better position financially to meet the 
income tax and this sort of thing? 


Mr. Clarry: Frankly, sir, at the present 
time I do not think it does. I do not think 
that stock dividends in a company of this 
kind, from a tax point of view, are attractive 
now in Canada. 


Mr. 
that? 


Horner (Acadia): Why do you say 


Mr. Clarry: Because the dividend would 
normally involve a taxable receipt to the 
shareholder who gets the stock dividend 
without any cash to pay the tax on. 


Mr. Horner (Acadia): I see. And the divi- 
dends would be assessed at market value? 


Mr. Clarry: There are various ways that a 
company might pay a stock dividend. It 
might declare a dividend of, say on share, a 
common share, for every ten shares held, or 
something of that nature, in which case they 
are capitalizing part of their surplus instead 
of paying it out as a cash dividend. 


Mr. Horner (Acadia): Is this the way in 
which the increased capital shares and pre- 
ferred shares may be disposed of? In other 
words, you are asking for an increase from 
10 million to 15 million of common shares 
and from one million to four million of pre- 
ferred shares. 
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Mr. Clarry: Perhaps it should be the other 
way around; that the company would not be 
able to pay a stock dividend, certainly of any 
size, unless it had the additional common 
shares authorized. But I am sure that is not 
the prime purpose for requesting the increase 
in authorized common share capital. 


Mr. Horner (Acadia): What is the prime 
purpose? To help raise money or what? 


Mr. Clarry: I think, Mr. Horner, this is to 
finance future expansion. 


Mr. Horner (Acadia): I would imagine the 
preferred shares are the ones that have vot- 
ing control of the company. Am I right? 


Mr. Clarry: No sir, it is just the opposite. 


Mr. Horner (Acadia): All right, we have 
cleared that up. Will this increase in common 
shares and preferred shares be sold on the 
Canadian market? You mentioned the bonds 
would be sold... 


Mr. Clarry: Perhaps I should leave that for 
Mr. Kerr or Mr. Woods to deal with. 


Mr. Kerr: Certainly it will be our purpose 
to try to get them disposed of and sold on 
the Canadian market and we will give the 
existing shareholders all possible preference 
as we have in the past. As I mentioned in the 
introductory remarks, 87 per cent of our 35,- 
000 shareholders are residents of Canada and 
they own 94 per cent of the common stock 
and 99 per cent of the preferred shares are 
held in Canada, so I would think the chances 
of their ending up in Canada are good. 


Mr. Horner (Acadia): You mentioned that 
there were two large shareholders, one being 
Canadian Pacific Investments Limited. Has 
this company been in from the beginning? 


Mr. Kerr: I am sorry, sir, I heard only one 
part of that question. 


Mr. Horner (Acadia): You mentioned that 
there were two major shareholders and one 
was Canadian Investments. How long has 
this company been a major shareholder in 
Trans-Canada? 


Mr. Kerr: First of all it is Canadian Pacific 
Investments solely owned by CPR and CPR 
came into Trans-Canada approximately in 
1964. I am not too sure of the date but it is 
about that time. 
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The Vice-Chairman: Mr. Saltsman. 


Mr. Salisman: Thank you, Mr. Chairman. I 
would like to ask the witness if they get 
some of their gas purchases from Producers 
Pipelines Ltd. in southeastern Saskatchewan? 


The Vice-Chairman: Mr. Saltsman, would 
you take the map off? Would you please re- 
peat your question? 


Mr. Salitsman: Yes. Do you purchase some 
of your gas supplies from Producers Pipe- 
lines Ltd. in southeastern Saskatchewan? 


Mr. Kerr: No, sir, we do not. 


Mr. Salitsman: I notice on the map here 
that there is a dotted outline as if there 
was... 


Mr. Kerr: Saskatchewan Power Corp. have 
gas at Medicine Hat. They have a small inch 
line from Medicine Hat through to a point on 
our main line near Success in Saskatchewan. 
We buy from the Saskatchewan Power Corp. 
at Success. 


e (10:50 a.m.) 


Mr. Salitsman: So actually, indirectly, you 
are getting some of the gas from southeastern 
Saskatchewan? 


Mr. Kerr: Yes, sir. However the bulk of it 
comes from Medicine Hat and frankly I am 
not sure if they are picking some up along 
the way in southwest Saskatchewan; they 
may be. 


Mr. Saltsman: Could you give me any idea 
of the percentage of the supply of gas out of 
your total transmission of gas that you would 
get from that area? 


Mr. Kerr: Very roughly I would say 3 to 5 
per cent. 


Mr. Salitsman: Three to five per cent. 
Would there be any differential in the cost of 
purchasing it there compared with the Alber- 
ta field? How would the figures compare that 
way? 


Mr. Kerr: When delivered to the pipe line 
it all nets out to about the same cost. 


Mr. Saltsman: I was interested in clause 3, 
subclause (a) of the Bill where you ask per- 
mission to develop and expand further com- 
munication systems, that is, microwave, 
radio, television and other electronic com- 
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munication systems. Have you encountered 
any difficulty of any kind in acquiring or 
negotiationg for these communication 
systems? 


Mr. Kerr: No, these communication sys- 
tems are entirely for use along the pipe line 
to control the compressor stations from 
despatch headquarters in Toronto. We have 
done a lot of pioneering and I think have 
almost led the field in North America in 
remote automatic operation of our compres- 
sor stations. They are not completely unat- 
tended but about 28 of our 46 compressor 
stations are completely remote automatic 
controlled by despatchers in Toronto and we 
also make very complete use of computer 
equipment to get optimum operation of the 
system. 

To do all this we must have reliable, 
dependable communications. They are used 
internally in the system only. 

To get back to your question, sir, we do 
not have any difficulty in negotiating for the 
use of these facilities. We have a mix of 
different types of communications. The rea- 
son this modification on communications is 
requested in the Bill is simply to let us keep 
pace with modern methods of communication 


Mr. Saltsman: The reason I asked... 


Mr. Kerr: Some of the methods that we 
can use now in accordance with the existing 
Act are not quite as modern as we would like 
and we want to keep up to date. 


Mr. Salisman: The reason I asked the 
question is that this Committee has heard 
testimony recently that certain companies 
have had problems in negotiating for com- 
munications systems and equipment and so 
on and I thought I would inquire as to 
whether or not you had encountered any. 


I was very pleased to hear, and I.am sure 
the members of the Committee were too, that 
you have made it a policy of purchasing in 
Canada up to 80 per cent, I think you said, of 
all your equipment and purchasable goods 
required for your company. Where do you 
get the other 20 per cent? 


Mr. Kerr: There is some specialized equip- 
ment required in very small volume which 
really does not warrant tooling in Canada 
and some of that comes from the United 
States and some from the United Kingdom. 
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For example, we use Rolls-Royce turbines in 
our modern compressor stations, an industrial 
adaptation of the aeronautical Rolls-Royce 
Avon turbine. There are some components 
for that which still come from the United 
Kingdom. 


Mr. Salitsman: That is all, thank you, Mr. 
Chairman. 


The Vice-Chairman: Mr. Rock. 


Mr. Rock: Thank you, Mr. Chairman. To 
what extent, if any, do the corporations that 
use gas participate in the ownership of 
Trans-Canada Pipe Lines? 


Mr. Kerr: There are two producers in Al- 
berta that participate. Home Oil Company 
Limited is one of our large shareholders. We 
buy some gas from Home Oil and British 
American Oil Company have a relatively 
small participation in Trans-Canada and we 


buy large volume of gas from B.A. in 
Alberta. 
Mr. Rock: The individuals who own 


shares, let us say the owners of companies 
that produce gas, do they invest privately in 
your pipe line? 


Mr. Kerr: I cannot think of any major 
ownership, any significant ownership by 
individuals that are associated with produc- 
ers in Alberta. 


Mr. Rock: On page three of your Bill you 
have this addition about telecommunications 
and from the way it reads I believe you 
would also be able to go into the telecom- 


munication field unless you would, add after 


the last line “for the purpose of its undertak- — 


ing”. You do so for aerodromes and aircraft 
but you do not do so for the telecommunica- — 


tions and I would like to know whether or 


not you have any objection if after the word | 
‘facilities’ were to be added the words “for 


the purpose of its undertaking’’? 


Mr. Kerr: No sir, we would have no objec- 


tion. We are in the gas transmission business 
and certainly not in ‘communications 
business. 


Mr. Horner (Acadia): We are here today, 
but say in five or ten years this could be 
misinterpreted and you could also go into 
the telecommunications field the way it is 
written—at least that is the way'T see it. For 
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this reason I feel that the following words 
“for the purpose of its undertaking” should 
be added to the last paragraph. 


Mr. Kerr: We would agree with that, sir. 
We want that to be clarified because it is not 
our intention to get into the communications 
field at all. These communications equip- 
ments are for use internally in the pipe line 
to control the flow of gas. 


Mr. Rock: Yes, I do not doubt it for one 
minute but the way it is written it could be 
interpreted as such in the future. 


Mr. Reid: I would like to know if there are 
any other material changes in clause 3 on 
page 3 other than the subject Mr. Rock has 
discussed? 


Mr. Kerr: I do not believe there are, sir, 
but I would like Mr. Clarry to confirm. 


Mr. Clarry: No sir, there are not. There is 
just that one point, the addition of the words 
“radio, microwave, television or other elec- 
tronic” in, I think, two places. 


Mr. Reid: Dealing with the increase in 
capital, you will be increasing it by 150 per 
cent on the common share basis and by 400 
per cent on the preferred basis. How will you 
go about issuing this capital? 


Mr. Kerr: I will ask Mr. Woods to handle 
that question, please. 


Mr. Woods: We have no immediate plans 
to make any issues of this that are in any 
final stages. We have tremendous amounts of 
capital to raise in the period ahead and 
undoubtedly we will have to sell some com- 
mon shares and some preferred shares. And, 
as I did say, I do know we have a plan to do 
some form of junior securities in the next 
year. 


Mr. Reid: How long do you anticipate this 
increase in your capital structure will last? 


Mr. Woods: That depends on two real 
unknowns which make it almost impossible 
to put a date on it. I do not think anyone 
knows what the trend in public utility 
financing is going to be in the years ahead. 
How much of Mr. Carter’s report eventually 
becomes the law of the land will have a 
tremendous bearing on financing patterns 
and also we continuously seem to find that 
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our estimates of growth are understated and 
our energy market in Canada is just growing 
beyond what anybody ever contemplated. I 
do not think we can put a date on how long 
this will last, sir. 


Mr. Reid: I just want to know because it is 
very useful for us to have you come back 
and visit us as often as possible. The other 
question has to do with the looping of the 
northern pipe line. As I recall it, at the last 
hearing of the National Energy Board, a 
proposal was put forth by the Ontario Min- 
nesota Pulp and Paper Company that the 
new loop should go west of Lake of the 
Woods, through the State of Minnesota, down 
through the Rainy River Valley and from 
there on to the Lakehead. Am I to assume 
from what Mr. Kerr said earlier that this 
plan has been scrapped or the suggestion has 
not been accepted? 


Mr. Kerr: There are many feasibility stu- 
Gies made for serving gas to that area loop- 
ing the existing pipe line or, shall I say, 
twinning the existing line and a variety of 
routes to the south. At the present time it 
appears that the most probable method of 
serving the area is to build a lateral off the 
present route of the Trans-Canada system. 
On a feasibility basis that appears to be best. 


e (11:00 a.m.) 


Mr. Reid: How much of the 1934 miles of 
looping of the northern line have been done 
east of the Ontario-Manitoba border? 


Mr. Kerr: It is about 15 miles, sir. 


Mr. Reid: Fifteen miles. Do you know 
approximately where that construction has 
taken place? 


Mr. Kerr: East and west of Dryden, On- 
tario, and just a few miles east of the 
Manitoba-Ontario border. 


Mr. Reid: To what use are these sections 
being put now? 


Mr. Kerr: To bring additional volumes of 
gas eastward as far as Atikokan for Steep 
Rock Iron Mines and other smaller markets 
in that area. We also added horsepower west 
of Atikokan, but east of the Manitoba- 
Ontario border, for the same purpose. 


Mr. Reid: It is anticipated that by 1970 you 
will be building the rest of the twinning line 
to Nipigon? Is that what you said? 
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Mr. Kerr: I said, sir, that in 1968 and also 
in 1969 there would be substantial preparator 
work done getting ready for additional con- 
struction. The construction would peak in 
1970 when we would build approximately 
170 miles of 36-inch line in the area east of 
the Manitoba-Ontario border. 

Now, you do not build 170 miles all in one 
place. You build up and downstream from 
compressor stations and gradually build up, 
as required, based on market growth. It is 
difficult to define the area where that 170 
miles would be, but it would be in the gener- 


al Lakehead area. 


Mr. Reid: This will, then, provide a twin 
line from Winnipeg, say, up to Nipigon by 
that period? 


Mr. Kerr: I think it would be entirely 
looped from Winnipeg to the Lakehead by 
1970, or a large percentage of it would be. 


Mr. Reid: Then you do anticipate meeting 
your commitment to the government to twin 
the whole of the northern section by 1976? 
That is, perhaps, unjust. If I may rephrase 
my question. Will you be carrying 65 per 
cent of your capacity to Eastern Ontario 
through your Canadian lines by 1976? 


Mr. Kerr: With respect to the commitment 
to loop, the commitment was that we were to 
start to loop in 1970. We already started this 
in 1967. Therefore, we will certainly have a 
substantial looping in 1970, as I have just 
described. To answer your question, we cer- 
tainly do plan to meet this commitment of 
moving 60 per cent through ports east of 
Winnipeg to Northern Ontario by 1976 with a 
future target of 65 per cent. 


M. Reid: Thank you. 


Mr. Groos: I would like to ask a couple of 
questions on the way the increase in shares 
is to be distributed. I think you said that 
about 90 per cent of the equity stock is held 
in Canada or by Canadian companies and 
Canadians? 


Mr. Kerr: Just to clarify that, sir, we have 
about 35,000 shareholders. Specifically, at the 
end of June, 1967, we had a total of 35,990 
shareholders of which 87 per cent are resi- 
dents of Canada. That 87 per cent owns 94 
per cent of the common stock. 
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Mr. Groos: That is a very satisfactory state 
of affairs. Recently we had before us The 
Bell Telephone Company who are in a simi- 
lar position where 90 per cent of their shares 
are held by Canadians. They achieved this 
high percentage of Canadian ownership by 
the distribution of rights to present share- 
holders, resident only in Canada. Recently in 
Canada there was an issue of shares for 
Canadian Pacific Investments Limited who, I 
understand, are large shareholders in your 
company, 
Canadian Pacific Investments Limited was in 
no way related to the shareholders of the 
Canadian Pacific Railway Company. In this 
Bill you are asking to increase the number of 
common shares in your company from 10 
million... 


Mr. Kerr: By 15 million. 


Mr. Groos: to 25 million shares. It 
would be quite easy to upset the present 
happy balance of Canadian ownership if that 
15 million shares were to find their way into 
non-Canadian hands. I am wondering wheth- 
er you can tell us how you propose to distrib- 
ute these 15 million shares? 


Mr. Kerr: Certainly it would be our plan 
and policy to do everything possible to main- 
tain the high Canadian ownership content we 
have in Trans-Canada, and with so many 
Canadian shareholders we think it is proba- 
ble that we would be able to maintain a 
pretty high participation in our equity own- 
ership in Canada. 


Mr. Groos: I think you said that you were 
able to finance some of your capital require- 
ments by the issuance of bonds in the United 
States. I am most interested in seeing that 
this high Canadian ownership is maintained. 


Mr. Kerr: So are we. 


Mr. Groos: If you were to tie in the sale of 
common shares with the sale of the bonds in 
the United States, this would quickly upset 
that relationship. Do you have anything like 
that in mind? 


Mr. Kerr: No, we do not have that in mind. 
That would not be any policy of Trans- 
Canada. I think we are in a fortunate posi- 
tion, frankly, of being able to do the senior 
bond financing in the United States and the 
equity or ownership financing in Canada. 


Mr. Groos: I take it that you intend to do 
everything you possibly can to maintain this 


but the sale of the shares of - 
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high Canadian equity ownership percentage 
by issuing these 15 million shares, as far as 
possible, in Canada? 


Mr. Kerr: Yes, sir, that is our policy and 
plan. 


Mr. Groos: I think that was my main ques- 
tion, Mr. Chairman. 


Mr. Pascoe: Mr. Chairman, I just have a 
couple of questions for information purposes. 
Mr. Kerr said these 46 compressor stations 
are pretty well automated. Is there not much 
employment at these compressor stations? 


Mr. Kerr: A natural gas transmission sys- 
tem, such as ours, is really a small labour 
content operation. We have a total of just 
over 1,000 employees in the company and in 
reply to this question I am very pleased to be 
able to say that when remote automatic con- 
trol, or automation, if you want to call it 
that, was introduced in Trans-Canada we 
were expanding very, very rapidly as we 
expect to do in the future, and we were 
actually able to upgrade the jobs of many of 
the station operators. The station operators 
were trained by the company; they were sent 
away on courses and in-company courses 
were established, as well. They were upgrad- 
ed to technicians and as a result have better 
jobs. There has been no displacement of per- 
sonnel, I am pleased to say. 


Mr. Pascoe: Actually, you now have about 
1,000 employees? 


Mr. Kerr: The last count I can recall, I 
think, was 1,083. 


Mr. Pascoe: Would the proposed expansion 
add considerably to that number, or would it 
not? 


Mr. Kerr: Yes, we will grow in the number 
of people, but it will not be the substantial 
method of employing personnel. 


Mr. Pascoe: I have just one more question 
and I have asked this question of a lot of 
different companies. You said you purchase 
Canadian made material to the extent of 80 
per cent. You also said that some came from 
the United States and the United Kingdom. 
Under the Kennedy Round and the devalua- 
tion of the pound, if it were possible for the 
others to come in a little cheaper, would it be 
the company’s policy to take the lowest bid? 
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Mr. Kerr: For the type of materials and 
equipment we buy, it is doubtful whether 
there would be any offshore or United States 
competition that would be competitive, but if 
it were close, I would say we would give the 
break to the Canadian company as a matter 
of policy. 


Mr. Pascoe: Thank you. 


Mr. Byrne: Mr. Chairman, as the only 
member here today, as far as I can determine 
by looking around the table, who was on this 
Committee when the Trans-Canada Pipe 
Lines was chartered, and subsequently a 
member of Parliament during the famous or 
infamous pipe line debate, I want to con- 
gratulate your company—your Canadian 
company—for the outstanding progress and 
the contribution you have made to the 
Canadian development in those 16 years and, 
perhaps, even less, since you were experienc- 
ing some financing difficulties in 1956 when 
you were getting off the ground. I think it 
would be appropriate also to recall that great 
Canadian, the Rt. Hon. C. D. Howe, who had 
such great faith, both in Canada and in your 
company. 


e (11:10 a.m.) 


I have not a very important question, but I 
am wondering at the moment where the sup- 
ply of natural gas is being obtained for the 
first phase; that is, the American company 
that is providing gas has already construct- 
ed a pipe line, I understand, from near 
Sarnia to Sault Ste. Marie. 


Mr. Kerr: On a very short-term basis, sir, 
the initial volumes of gas coming through 
phase one of Great Lakes Gas Transmission 
Company are from storage fields at Austin, 
Michigan, over to a point near Sarnia, and 
actually into storage fields in Ontario and 
Dawn Township. This gas is United States 
gas coming out of these storage fields at 
Austin, but on an interchange basis later on 
we will be feeding Western Canadian gas at 
Emerson into this system when Great Lakes 
is completed to replace that. This is a short- 
term import of United States gas. 


Mr. Byrne: When the pipe line from Emer- 
son to Sault Ste. Marie is completed then the 
flow will be the other way. 


Mr. Kerr: No, sir, it will still be west to 
east flow, but we will be replacing the gas 
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that we take out of storage with Western 
Canadian gas. Right now we are exporting at 
Emerson to Midwestern Gas Transmission 
Company, which is another system, another 
company shown by the green line on the 
small map in front of you. 


Mr. Byrne: The small map that we have 
and the larger map which you have dis- 
played provide only the present picture. You 
have not projected any of your proposals for 
construction. 


Mr. Kerr: No, sir. 


Mr. Byrne: I cannot recall definitely the 
reason for building your pipe line on the 
extreme northern route rather than along the 
north shore at the time the charter was 
granted. I know that there was some political 
interest in serving those communities. At the 
same time, was there not the very compelling 
economic reason of cost of construction 
through that very rocky area of northern 
Ontario? 


Mr. Kerr: I arrived in Trans-Canada just 
about nine years ago and after the initial 
plans were made. I arrived at the beginning 
of operations, actually. From information I 
have read but not from direct knowledge, it 
is my understanding that. the line was routed 
further north than the north shore of Lake 
Superior in order to get this form of energy 
into the pulp and paper and mining areas 
there to help develop that part of the Prov- 
ince of Ontario. 


Mr. Byrne: Would you consider’ the 
immediate north shore route more expensive 
construction, that is, covering the pipe line? 


Mr. Kerr: Any pipe lining through the 
Pre-Cambrian Shield is pretty rough and 
expensive. You are up to around $260,000 to 
$280,000 a mile. It depends on terrain, it 
depends on geographic location; on balance 
there is not an awful lot of difference 
between a route closer to the north shore of 
Lake Superior and one a little further north, 
as long as you are in rock country. 


Mr. Byrne: Have any studies been made 
by the pipe line companies of the submarine 
type of lines? For instance, across the north- 
ern part of Lake Superior, if the pipes were 
submerged, would it be more expensive or 
less? 
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Mr. Kerr: There have been many studies 
done in this area, sir, using plastic pipes of 
small diameter. However, in laying pipes, 
especially when the water depths are great 
and when the bottom of the water crossing is 
uneven—tull of hills and valleys underwater 
—there are some real problems in construc- 
tion. One of the most difficult construction 
feats that pipe liners will face will be going 
across the Mackinac Straits during the con- 
struction of Great Lakes this coming sum- 
mer. There you are in very deep water with 
uneven terrain. There will be a lot of trench- 
ing and blasting underwater to set those 
pipes and we are going to cross there with 
two twenty-four-inch pipes. That is about 
five miles across and is about as far as the 
engineers would like to go at this stage. 


Mr. Byrne: Just one other question. You 
may not be in position to answer. I have 
noted the home construction in the City of 
Ottawa, over the past several years and I 
have yet to find natural gas being employed 
in these new subdivisions. It is almost always 
oil, already provided. Is there any particular 
reason for that? Is oil still cheaper? 


Mr. Kerr: It varies a great deal in urban 
areas. On an over-all basis, about 55 per cent 
of the total energy market we serve is resi- 
dential, about 15 per cent industrial, and the 
remainder what we call commercial: restau- 
rants, motels and hotels, and so on. You will 
find many urban areas where natural gas is 
served to nine out of ten homes. This applies 
particularly in the newer developed areas. 


The Vice-Chairman: Mr. Lind. 


Mr. Lind: Following Mr. Kerr’s comments, 
IT have a question. Do you only throughput 
through your pipe lines? 


The Vice-Chairman: Will you speak into 
your microphone, please? 


Mr. Lind: On the throughput of gas, is it 
only sweet gas that you transport? 


Mr. Kerr: We buy in so-called sweet and 
sour fields to a specification. The producers 
have to process the gas, take the various 
products and sulphur out of the gas before it 
is acceptable to the pipe line and before it 
can be delivered to Trunk Line and our 
western gate. I think the answer to your 
question is that we buy in all types of fields. 
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Mr. Lind: But you remove the sulphur 
usually at the start, before you transport it. 


Mr. Kerr: The producers do. 


Mr. Lind: When you are selling your gas, 
on your distribution system, is it only to 
companies that have franchises in the area 
that you are allowed to sell, or do you sell 
directly to some companies? 


Mr. Kerr: These fourteen customers that 
we have are natural gas distribution compa- 
nies; Saskatchewan Power, Inter-City in 
Brandon, Greater Winnipeg in Winnipeg, 
Twin City at the Lakehead, Consumers, 
Union Gas, Northern and Central and so on. 
They, in turn, have franchises for the 
municipal areas they serve. We do not serve 
industry direct and we do not serve anybody 
else except these distribution companies. 


Mr. Lind: Thank you. Has your company 
any difficulties in dealing with property own- 
ers when you get down into southern or 
western Ontario? 


Mr. Kerr: We have not had any significant 
difficulties. I think the answer to that is no. 
I know of no incidents that have caused us 
any problems. Maybe they are solved by our 
right-of-way agents along the way, but I do 
not think there have been any _ serious 
problems. 


Mr. Lind: Do you endeavour... 


Mr. Kerr: If I could just continue, we have 
just finished laying fourteen miles from the 
International Border over to Dawn Township 
in that area you are speaking of and have 
had no problems. 


Mr. Lind: No problems at all. Did you have 
to expropriate, or could you buy voluntarily? 


Mr. Kerr: We usually buy the land without 
expropriation. 


Mr. Lind: Then you are probably familiar 
with the farmers’ problem of sub-drainage 
and tile drainage systems. Have you been 
able to handle all these problems with the 
majority of the landowners in a satisfactory 
manner? 


Mr. Kerr: As far as I know we have, sir. I 
did not actually attend that hearing that was 
held in London. We had representatives of 
the company there, but we have not 
experienced that type of problem. We have 
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also gone a long way, I think, in consider- 
ing ways and means of replacing top soil as 
we go across farms. We have had good con- 
sulting advice from the University of Manito- 
ba, for example, on how to do this and I 
think we have had a lot of success in the 
replacement of top soil in all the rural areas 
through which we pass. 


Mr. Lind: Of course, that was not your 
company that was involved; it was Interpro- 
vincial Pipe Line, was it not? The oil pipe 
line? 

e (11:20 a.m.) 

Mr. Kerr: Yes. 


Mr. Lind: The oil pipe line. Thank you 
very much. 


Mr. Howe (Wellington-Huron): In clause 3 
(a), there is reference to the construction of 
pipe lines for transporting liquid hydrocar- 
bons. At present do you have any pipe lines 
of your own that are carrying liquid 
hydrocarbons? 


Mr. Kerr: No, sir, we do not. 


Mr. Howe (Wellington-Huron): Do you pro- 
pose to build any in the near future? 


Mr. Kerr: We have no immediate plans to 
do so. 


Mr. Howe (Wellington-Huron): I had one 
other question with regard to the new Trans- 
port Commission that has been set up in 
Canada. Will you come under the pipe line 
regulations of the Canadian Transport Com- 
mission as well as under the National Energy 
Board? 


Mr. Kerr: No, sir. We will be regulated by 
the National Energy Board in accordance 
with the National Energy Board Act. The 
new Transport Commission will control only 
solids pipe lines. 


Mr. Howe (Wellington-Huron): In other 
words, the hydrocarbons pipe line that you 
are proposing to build and which the passage 
of this Bill will authorize you to do would 
have to come under their jurisdiction? 


Mr. Kerr: No, sir. The liquid hydrocarbons 
are not really in the class of solids pipe lines. 


Mr. Howe (Wellington-Huron): I 
Thank you very much. 


see. 


The Vice-Chairman: Are there any further 
questions before we go on with the Bill 
clause by clause? 
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Clauses 1 and 2 agreed to. 
The Vice-Chairman: Shall clause 3 carry? 


Mr. Rock: I would like to move...Do you 
want it written down? 


The Vice-Chairman: 
seconder, Mr. Rock? 


Mr. Rock: Yes. 


Do you have a 


The Vice-Chairman: Who is the seconder? 
Mr. Rock: Mr. Groos is the seconder. 


Mr. Olson: Mr. Chairman, I wonder if I 
might suggest to Mr. Rock that the company 
have indicated that they have no objections 
to accepting the amendment that he has sug- 
gested, that is, to add under the telecom- 
munications or the communications clause, 
which is clause 3, that it be only for their 
own use within the company. If the amend- 
ment is ready, would it be agreeable to Mr. 
Rock if I gave an undertaking to move this 
amendment in Committee of the Whole when 
the Bill is reported to the House so that we 
have the legal terminology and so on correct? 


Mr. Rock: I have no objection to that at 
all, except that we have already done this 
once, or twice, I think, when similar Bills 
were before our Committee in the past week. 
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Mr. Olson: There is one other matter that I 
have in mind but I am not quite sure of this. 
I believe that if this Bill goes back without 
amendment it will go back on the top of the 
list; but that if it is amended in the Commit- 
tee it may go down to the bottom of the list. 
As there is some urgency in getting it 
through, I will give an undertaking that this 
amendment will be moved. 


Mr. Rock: I am agreeable, then. 
Clauses 3, 4 and 5 agreed to. 
Preamble agreed to. 


Title agreed to. 


The Vice-Chairman: 
Bill? 


Some hon. Members: Agreed. 


Shall I report the 


The Vice-Chairman: I want to thank the 
Committee and you gentlemen also. 


Gentlemen, our next meeting will be on 
Thursday, December 7. 


An hon. Member: What will we be discuss- 
ing, Mr. Chairman? 


The Vice-Chairman: The Combines Branch 
will be witnesses on Bill C-104. 
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Attest. 
ALISTAIR FRASER, 
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MINUTES OF PROCEEDINGS 


THURSDAY, December 7, 1967. 
(15) 


The Standing Committee on Transport and Communications met this day 
at 10.15 o’clock a.m., the Acting Chairman, Mr. Lessard, presiding. 


Members present: Mrs. Rideout and Messrs. Bell (Saint John-Albert), 
Byrne, Chatwood, Emard, Deachman, Groos, Howe (Wellington-Huron), Les- 
sard, McWilliam, Nowlan, Orlikow, Pascoe, Reid, Rock, Southam—(16). 


In attendance: From the Registrar General Department: Mr. D. H. W. 
Henry, Q.C., Director of Investigation and Research, Combines Investigation 
Act; Mr. R. M. Davidson, Director, Merger and Monopoly Section; Mr. W. F. 
Lindsay, Combines Officer. 


The Committee resumed its study of Bill C-104, An Act respecting The 
Bell Telephone Company. 


The Acting Chairman introduced the officials of the Registrar General 
Department and invited Mr. Henry to summarize his brief. 


The Acting Chairman interrupted momentarily to ask the Committee if 
it was their wish to permit televising portions of the proceedings. The Com- 
mittee unanimously agreed. 


On motion of Mr. Reid, seconded by Mr. Bell (Saint John-Albert), 


Resolved,—That the brief submitted by the Director of Investigation and 
Research, Combines Investigation Act be printed as an appendix to this day’s 
Minutes of Proceedings and Evidence (See note below). 


The Members questioned the witnesses on the implications of their brief. 
At 12.15 o’clock p.m., the Committee adjourned until after Orders of the Day 
when the questioning of the witnesses would continue. 


AFTERNOON SITTING 
(16) 
The Standing Committee on Transport and Communications met this day 
at 3.25 o’clock p.m., the Acting Chairman, Mr. Lessard, presiding. 


Members present: Mrs. Rideout, and Messrs. Allmand, Andras, Bell (Saint 
John-Albert), Byrne, Cantelon, Chatwood, Emard, Deachman, Groos, Howe 
(Wellington-Huron), Lessard, McWilliam, Orlikow, Pascoe, Reid, Rock, Sher- 
man, Southam—(19). 


In attendance: (Same as morning sitting.) 
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The Acting Chairman introduced the witnesses to the Committee again 
and invited Mr. Deachman to resume the questioning. 


After lengthy questioning the Committee adjourned at 6.05 o’clock p.m., 


to the call of the Chair. 
Rov cavire, 


Clerk of the Committee. 


Note: Because Mr. Henry’s statement included the complete text of the brief, 
it is not attached as an appendix to these proceedings. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Thursday 7 December 1967 
© (10:14 am.) 


The Vice-Chairman: Mrs. Rideout and gen- 
tlemen, we have a quorum. 


Mr. Deachman: On a point of order, Mr. 
Chairman, I note that the press table is with- 
out simultaneous’ interpretation — service, 
which means that unless the members of the 
press happen to be bilingual they will be 
unable to understand all that is said. I would 
ask that this service be extended to the press 
table in future. 


The Vice-Chairman: I will ask the Clerk of 
the Committee to take note of that, Mr. 
Deachman. If we do sit this afternoon we 
will endeavour to provide them with this 
service. 

Our three witnesses this morning are Mr. 
D. H. W. Henry, Q.C., Director of Investiga- 
tion and Research, Mr. R. M. Davidson, in 
charge of the Merger and Monopoly Section, 
and Mr. W. F. Lindsay, Combines Officer. 


I believe Mr. Henry has a statement. 


Mr. D. H. W. Henry, Q.C. (Director of 
Investigation and Research, Registrar General 
Department): Thank you, Mr. Chairman. 


I would like to express my regret at the 
outset that I have been unable to furnish the 
text of the statement to you until this morn- 
ing. I am sure we all have problems from 
time to time and because of duplicating 
difficulties I was unable to supply the text of 
my statement before now. Perhaps the best 
way to rectify the situation would be to take 
you through most of the detail. 


Mr. Chairman, I would like to remind the 
Committee that I appear here at the request 
of the Committee in my capacity, under the 
Combines Investigation Act, as Director of 
Investigation and Research, which is an office 
created by Parliament. My comments are 
made in this capacity and are not made on 
behalf of the government of Canada. 

I thought it might be helpful if I made 
several preliminary points at the outset 
before getting into the substance of what I 


know you are interested in because it might 
provide a helpful background. As Director 
under the Combines Investigation Act my 
main concern is with what I might describe 
as competition policy, so I should like to 
refer briefly to the anti-combines legislation 
which reflects Parliament’s concept of pres- 
ent competition policy in Canada. 

This legislation, as I say in the Paper here, 
was enacted sometime ago. Indeed, it stems 
from 1889, so it has a quality of being 
ancient. It was formerly in the Criminal 
Code of Canada but now it is found entirely 
in the Combines Investigation Act. Without 
going into too much detail about it I just 
wish to say that the courts have held—and 
there is a reference to the citation in the 
Paper—that the purpose of this legislation is 
to protect the public interest in free competi- 
tion. So we are talking about competition 
policy against a statutory background of Par- 
liament’s intention to support the principle of 
free competition. 

The Combines Investigation Act is a stat- 
ute which has its roots in an economic policy. 
In enacting it Parliament has sought to show 
its desire to continue and support an econo- 
my based primarily upon competitive market 
forces. To put the matter very simply, the 
Combines Investigation Act is designed to 
encourage the continuation of the private 
enterprise system by discouraging restraints 
upon the economic forces which make a mar- 
ket economy work. Of course the restraints 
that are particularly in mind are ones that 
are imposed by businesses themselves. This 
philosophy was explained in the House of 
Commons and I give a citation here, which is 
an extract from a statement made by the 
President of the Privy Council in May 1966, 
just to give you the flavour of this 
philosophy. 


The Combines Investigation Act is 
based on the principle that under normal 
circumstances competition provides the 
greatest spur to efficiency and to the best 
allocation of economic resources in the 
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private sector of the economy. This is 
sometimes forgotten in the more immedi- 
ate concern about possible exploitation 
of consumers or about the inequitable 
treatment of some economic units by 
others. Where competition is effective, 
efficiency is rewarded and inefficiency is 
penalized. In the long run, efficient cor- 
porations grow and _ inefficient ones 
decline. Scarce resources are therefore 
channelled into the hands of those who 
use them best. 


e (10:20 a.m.) 


Mr. Chairman, what Parliament has con- 
templated is that business and commerce 
shall be fundamentally regulated by the 
forces of competition—that is, by the market- 
place—which can be expected, if permitted to 
operate, to bring about the efficient allocation 
of the factors of production by providing the 
necessary stimuli and deterrents to their 
commitment. This must almost by definition 
appear to be put at variance with the inten- 
tion of Parliament, the regulation of particu- 
lar industries by businessmen themselves and 
indeed by Government regulation or inter- 
vention by State agencies. 


It is, of course, unrealistic to say that the 
policy as laid down by Parliament has oper- 
ated in its pure form. It is obvious that 
exceptions have been made, by statute, in 
cases where a greater or lesser degree of 
regulation has been provided in particular 
industries. These include the fields of trans- 
portation, power, telephone and other public 
utilities, and the production and marketing of 
agricultural products, all of which are sub- 
ject to limitations on the operation of com- 
petitive forces with the necessary safeguards 
to the public being placed in the hands of 
boards, commissions and Crown corporations. 
But in the areas where such administrative 
controls are not imposed upon enterprise by 
statute, Parliament, as I see it, intends com- 
petition to regulate the market. This is an 
important point as a background to what I 
will say a little later. 


The telecommunications industry is an 
example of an industry which is in part 
subject to regulation by a government agen- 
cy, in part subject to the Combines Investiga- 
tion Act, and in part subject to neither of 
these forms of control. 
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The influence of competition in that part of 
the industry that supplies manufactured prod- 
ucts to Bell Telephone is of great signifi- 
cance both to Bell Telephone and to the 
subscribers to its telephone service. The 
efficiency of Bell Telephone’s operation, par- 
ticularly as reflected in the cost of equipment 
that it purchases, has an important bearing 
on the rates that will eventually become pay- 
able by the telephone subscribers. In a freely 
competitive market Bell Telephone can 
expect to get the best products at the best 
price. Moreover, it should have access to a 
reasonable choice of products and be assured 
that it will receive the products of the most 
up-to-date research and technological devel- 
opment. Ideally, it is therefore in the inter- 
ests of Bell Telephone subscribers that the 
supporting manufacturing industry be vigor- 
ously competitive, having an incentive to 
develop efficiency and economies of scale and 
to improve the product line; and it is also 
important that there be freedom of entry to 
this market on the part of efficient and for- 
ward-looking newcomers. To the extent that 
this happens, Bell Telephone and the tele- 
phone subscribers should both reap a benefit. 


I would like to briefly explain what that is 
about. The Combines Investigation Act pres- 
ently places restraints on three types of 
activity. I will not elaborate, but the first 
branch deals with combines conspiracies. Sec- 
ondly, it deals with mergers or monopolies 
that may operate to the detriment of the 
public. Thirdly, it deals with what we call 
unfair trade practices, which includes price 
discrimination, predatory pricing, certain 
forms of promotional allowances, misrepre- 
sentation of the regular price, which we 
call misleading price advertising, and resale 
price maintenance. 


I know that some of these matters have 
been discussed quite recently in the House. 


For the purposes of our discussion today, 
we are primarily concerned with the merger 
and monopoly aspects of the Act and the 
related philosophy. 


I have included in the paper, and perhaps 
I need not take time to read it, the definition 
of a merger and of a monopoly under the 
Combines Investigation Act. The text is there 
if you care to look at it. I merely wish to say 
that there is a popular impression—and per- 
haps this results from some misunderstand- 
ing—that for a business to exist as @ 


December 7, 1967 


monopoly in the economic sense, that is, 
legally as a single firm monopoly, and some- 
times it is a natural monopoly, is somehow 
unlawful. This is not necessarily so. The 
offence connected with a monopoly that has 
been created by lawful means arises from the 
abuse of the monopoly position. When you 
think about a monopoly in terms of anti- 
combines legislation it is necessary to remem- 
ber this principle. It is not the existence of 
the monopoly so much as the abuse of the 
monopoly that is significant from the stand- 
point of the law. As Parliament has put it, 
the abuse consists in operating the monopoly 
to the detriment or against the interest of the 
public and this, I think you will recog- 
nize, creates some difficulty in determining 
what the actual tests should be. The law thus 
places on the monopolist a somewhat greater 
responsibility towards others who have busi- 
ness dealings with him than would be the 
case if he were one of a number of competi- 
tors. This is the approach we take in dealing 
with monopoly situations and in administer- 
ing the Combines Investigation Act. 


Another important point by way of back- 
ground in that if you look at the provisions 
of the Combines Investigation Act you will 
see that apart from one or two specific 
exceptions which are mentioned in the Act, 
services and service industries as such are 
not subject to the prohibitions in the Act; 
what the Act encompasses is various 
restraints of trade in relation to articles or 
commodities that may be the subject of trade 
or commerce. Therefore, the Beli Telephone 
organization—and when I say “organization”’’ 
I am speaking about Bell and any of its 
subsidiaries—is not subject to the Combines 
Investigation Act in relation to the services 
that it provides in the field of telecommuni- 
cations. It is, however, subject to the Act to 
the extent that it manufactures and selis or 
otherwise supplies goods which, of course, 
Northern Electric also does. 


Parliament has seen fit to allow telephone 
service to be provided through the private 
enterprise system. I think an important point 
to remember is that Parliament has created 
this organization. Under its Special Act and 
amendments thereto Bell Telephone operates 
as a common carrier of communications and 
is therefore a form which, as you know, 
creates and regulates the Bell Telephone to 
some extent, of public utility. Under the Spe- 
cial Act telephone service must ordinarily be 
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provided to applicants for it where the Com- 
pany has facilities to do so. 


There are some exceptions to that which 
are not relevant to what I am saying. Recog- 
nizing the public utility character of Bell 
Telephone’s enterprise, Parliament has also 
provided for a limited amount of regulation 
by giving the Board of Transport Commis- 
Sioners (now the Canadian Transport Com- 
mission) the function of regulating the rates 
to be charged for telephone service and I 
emphasize it is for telephone service we are 
speaking about. By the Special Act the Com- 
pany is required to obtain the approval of 
the Board of Transport Commissioners (now 
the Canadian Transport Commission) of the 
amount, terms and conditions of issue, sale or 
other disposition of its capital stock. 


The Company also has the power to manu- 
facture telephones and telephone equipment 
and to sell such goods by virtue of the Act of 
1882. 


We therefore have a private enterprise 
company empowered to provide a telephone 
service (and by the 1948 Act to provide serv- 
ices and facilities for the transmission of 
intelligence, sound, television pictures, writ- 
ing or signals) in respect of which it is sub- 
ject to a limited regulation for the benefit of 
its subscribers by the Canadian Transport 
Commission, but in respect of which services 
it is not subject to the Combines Investiga- 
tion Act; and which also is empowered to 
engage in the manufacture and sale of cer- 
tain goods in respect of which it is not sub- 
ject to regulation by the Canadian Transport 
Commission but is subject to the Combines 
Investigation Act and is to be regulated by 
the forces of the market. 


The submissions of Industrial Wire and 
Cable Company Limited to this Committee, 
Mr. Chairman, have called in question the 
adequacy of the supervision exercised by the 
Board of Transport Commissioners and, per- 
haps by inference, of the scope and applica- 
tion of the Combines Investigation Act. With 
respect to the role of the Board, which is 
now the Commission, of course, while I know 
that some objection has been taken to the 
scope and methods of their inquiry into the 
structure, costs and earnings of various parts 
of the Bell Telephone organization (concern- 
ing which I am, of course, not competent to 
speak on behalf of the Commission) I suggest 
that the Commission’s difficulty lies in the 
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fact that it is acting under authority that was 
conferred by Parliament at the turn of the 
century in relation to technological matters 
which have now developed far beyond their 
original state. The Commission, for example, 
as I understand it, would not have the au- 
thority, should it consider it important to do 
so, to bring about a restructuring of the Bell 
Telephone organization or to prevent the 
acquisition by Bell Telephone of other enter- 
prises which may lawfully be part of its 
structure under the Special Act. It may be 
that what is required in this respect is that 
Parliament should confer on the Commission 
wider authority to regulate the activities of 
the Bell Telephone organization and that 
Parliament should provide guide-lines as to 
how such regulation should be carried out, 
and that may be the case. As matters stand 
at present, the Commission must rely in the 
main on its statutory authority to ensure that 
telephone tolls 


shall be just and reasonable and shall 
always, under substantially similar cir- 
cumstances and conditions with respect 
to all traffic of the same description car- 
ried over the same route, be charged 
equally to all persons at the same rate. 


That is the Railway Act, section 381(1). Rate 
making is an exceedingly complex matter 
and I suggest it is unrealistic to expect the 
regulating authority whoever it is either to 
act in a managerial capacity with respect to 
Bell Telephone’s operations or to bring about 
any change in Bell Telephone’s business deci- 
sions or its structure by the sole device of 
exerting pressure on the rates to the subscri- 
bers, which is what they have to do now; 
this is virtually the only device open to them 
to exercise their authority. 


@ (10:30 a.m.) 


The Vice-Chairman: Mr. Henry, could I 
intervene just for one minute? 
Gentlemen, I would like to have a motion 


to print this brief as an appendix to our 
Minutes. 


Mr. Reid: I so move. 


Mr. Bell (Saint John-Albert): I second the 
motion. 


Motion agreed to. 


The Vice-Chairman: At the same time, this 
morning Mr. Fisher asked permission to come 
here and take a few television shots today. I 
would like to have the comments of the Com- 
mittee on whether we would allow Mr. Fish- 
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er to come in. Is it the wish of the 
Committee? 


Some hon. Members: Agreed. 


The Vice-Chairman: Thank you. You may 
carry on, Mr. Henry. 


Mr. Henry: Mr. Chairman, so far as the 
Combines Investigation Act is concerned, the 
important area of the services provided by 
Bell Telephone do not come within its scope, 
as I have, I think, mentioned. In addition, 
there are some services provided by Bell 
Telephone that do not come within the juris- 
diction of the Canadian Transport 
Commission. 


Now, in this context I think there are three 
developments which I should inform you 
about, or remind you about. The first one is 
that the former Minister of Justice and the 
Registrar General of Canada have informed 
the House of Commons that a study is being 
made of the implications of bringing service 
industries within the scope of the Combines 
Investigation Act. This study is well 
advanced and its results will be communicat- 
ed to ministers in the first instance. In other 
words, it is a study which is being prepared 
by officials for ministers, and not available at 
the moment to the general public; nor is it 
quite completed. 


The second one is, that the Economic 
Council of Canada, as ministers have 
announced, has been requested by the gov- 
ernment, in the light of the government’s 
long-term economic objectives, to study and 
advise regarding, inter alia, combines, merg- 
ers, monopolies and restraint of trade. It is 
my understanding that this work is now well 
in hand. 


The third point I am going to tell you 
about, Mr. Chairman, is quite new. An inqui- 
ry is at present in progress under the Com- 
bines Investigation Act relating to the manu- 
facture, production, distribution, purchase, 
supply and sale of communication systems, 
communication equipment and related prod- 
ucts. As members of the Committee are 
aware, it has been the general policy of the 
Director that is, myself, and of successive 
ministers, having in mind the provisions of 
the statute which require inquiries to be con- 
ducted in private, not to disclose whether a 
particular inquiry involving a _ particular 
industry or particular firms is in progress 
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until a report is published or the existence of 
the inquiry is otherwise made public, as for 
example, may occur if proceedings develop in 
the courts while the inquiry is going on. This 
particular inquiry, however, directly con- 
cerns the relationship between Bell Tele- 
phone and Northern Electric, and as such has 
a direct bearing on the subject matter of Bill 
C-104 now before the House of Commons and 
this Committee. In these circumstances it 
appears to me that the paramount public 
interest is that the House of Commons and 
this Committee should be aware that the 
inquiry has been undertaken. 


The inquiry is directed, not to the increas- 
ing concentration in Canada in the communi- 
cations field by Bell Telephone’s_ recent 
acquisitions of other telephone companies as 
such, but to the implications of such concen- 
tration for the industry that manufactures 
and supplies the communication equipment 
that I have mentioned, having in mind that 
Bell Telephone’s market power as a monopo- 
listic buyer is increasing. 

Mr. Chairman, it may be that the Com- 
mittee, in the light of the foregoing knowl- 
edge, may wish to consider deferring a 
decision, without making any final judgment 
in the matter, to recommend that any addi- 
tional powers of acquisition or investment, 
other than perhaps research, be conferred for 
the present in order to enable the results of 
these various studies and inquiries to be 
known and a mature judgment formed on 
the basis thereof. 


It appears to me that the broad issue will 
be the extent to which the Bell Telephone 
organization, including its subsidiaries, 
should be subjected to the authority of a 
regulatory agency and the extent to which 
activities of the organization should continue 
to be regulated by the forces of the market. 


It will be apparent to the Commitiee that it 
would be unwise, if not improper, for me to 
attempt to form any conclusions about mat- 
ters which are at present the subject of an 
inquiry under the Combines Investigation 
Act. Any comments that I make, therefore, 
must be tentative only and are based on 
what I regard as only preliminary facts. The 
true facts, the relevant facts, must of course 
be established in the inquiry and it would be 
very dangerous to attempt to form conclu- 
sions until all the facts are known to me. I 
should add that the inquiry was formally 
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commenced in November 1966—a _ year 
ago—and can be regarded as only in its pre- 
liminary stages. 


Mr. Bell (Saint John-Albert): It is quite 
aw while. i. 


Mr. Henry: Yes. I do not like to make 
forecasts. Mr. Bell knows considerable about 
our operation and that it is very difficult to 
bring a combines inquiry to a successful con- 
clusion, particularly if it is a complicated one 
and this will be a difficult inquiry involving 
difficult issues. I would not like to make a 
prediction, but I would hope that our work 
—apart from any work that might have to 
be done by the Restrictive Trade Practices 
Commission, if we refer the matter to 
it—might be completed within two years. 


Mr. Chairman, I should like to turn now, 
perhaps, to some of the more particular 
aspects of Bill C-104. I have set out on page 
13 the main purposes of the Bill which this 
Committee knows about anyway, so I will 
not bother to take you through that. I should 
like to say that I have tried to describe what 
I see as the issues raised, mainly from the 
standpoint of what I can contribute here, to 
be the following: 

(1) Whether Bell Telephone, a public utility 
having a virtual monopoly of the telephone 
field east of the Manitoba border, should be 
permitted in its discretion to further extend 
its monopoly power into commercial fields in 
which it is not subject to regulation by the 
Canadian Transport Commission. 


(2) Whether Bell Telephone should be per- 
mitted in its discretion to make further 
acquisitions outside the regulated field—regu- 
lated field being that of telephones—which 
will increase the difficulty of effective regula- 
tion in the area of its business which is 
subject to the jurisdiction of the Canadian 
Transport Commission. 


(3) Whether Bell Telephone should be per- 
mitted in its discretion to increase its share 
capital, including the issue of preferred 
shares, without first obtaining the approval 
of the Canadian Transport Commission. 


(4) Whether Bell Telephone should be 
empowered, by statute, to engage in the busi- 
ness of supplying telecommunication services 
of all kinds or whether this power should be 
limited by excluding some services. 
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From the standpoint of competition policy, 
which is my particular approach to it, I sug- 
gest those are the four main points to be 
considered. 


Now first, the extension of monopoly pow- 
er. The situation that has given me concern 
in administering the Combines Investigation 
Act and which has caused me to commence 
the inquiry that I have mentioned, is the 
tendency to extend Bell Telephone’s monopo- 
ly in the regulated field and its activity into 
the non-regulated field of the industry, par- 
ticularly the manufacturing of telecommuni- 
cation equipment. The following is prelimi- 
nary information about the situation which 
the inquiry is designed to verify, or to cor- 
rect or amplify and must not be regarded as 
constituting a premature judgment of the 
facts or other implication. The establishment 
of the true facts and analysis of their 
implications is the purpose of the inquiry. 
Moreover, I intend to use the evidence and 
submissions before this Committee to assist 
in the inquiry. 

Bell Telephone is the largest non-financial 
company in Canada with total assets in 
excess of $3 billion. Northern Electric, which 
is listed by Fortune magazine among the 200 
largest industrial companies in the world 
outside the United States and reported pub- 
licly as being the largest manufacturer of 
telecommunication equipment in Canada, is a 
wholly-owned subsidiary, and the main sup- 
ply arm of Bell Telephone. 


Bell Telephone is protected from competi- 
tion in the regulated area of its business, that 
is, the provision of telephone services, not 
only by its great strength but also by the 
necessity of any newcomer applying to Par- 
liament for special legislation to permit it to 
enter the same territory. Moreover, Bell Tele- 
phone has been, in recent years, substantially 
extending its operation so that it owns or 
controls all major telephone services east of 
Manitoba. 


I would like to add a caveat, because it is 
only proper that I should do so, that as far as 
its ownership of Maritime Telegraph and Tele- 
phone Company Limited is concerned, I 
recognize that by virtue of legislation of the 
province Bell does not have full voting rights 
with respects to its shares, and in anything 
that I say about its virtual monopoly or its 
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strength in this area I would like you to 
know that I am bearing it in mind and, of 
course, so should the Committee. 


Until 1961 Bell Telephone confined its 
operations mainly to the provinces of Ontario 
and Quebec in which it owns the most 
important telephone systems. Subsequently, it 
has acquired in addition to numerous small 
telephone companies, all or a majority of the 
voting shares of the following companies: I 
list them as 


Avalon Telephone Company Limited, 
which owns and operates the principal 
telephone and communication system in 
the Province of Newfoundland (1962); 


Northern Telephone Limited which 
operates in an area which extends from 
Chicoutimi in northwestern Quebec 
through northern Ontario to the Manito- 
ba border (1966); 


The New Brunswick Telephone Com- 
pany Limited which operates the princi- 
pal telephone system in the Province of 
New Brunswick (1966); 


Maritime Telegraph and Telephone 
Company Limited which operates the 
principal telephone system in the Prov- 
ince of Nova Scotia and through its sub- 
sidiary, The Island Telephone Company 
Limited, the major telephone system in 
the Province of Prince Edward Island 
(1966); 


La Tuque Telephone Company which 
services 6,000 telephones in the St. Mau- 
rice River Valley area and owns a com- 
munity antenna T.V. distribution system 
(1967). 


The concern of the Nova Scotia govern- 
ment in Bell Telephone’s acquisition of a 
majority of the voting shares of Maritime 
Telegraph and Telephone Company Limited 
is reflected in legislation enacted by the Nova 
Scotia Legislature in September 1966, limit- 
ing the voting rights of the shares of the 
company. The enacted legislation limits a 
person, group or company owning more than 
1,000 votes at any meeting of the Company. 
The Company has in excess of 3 million 
shares outstanding. One major purpose of 
this legislation appears to have been to pre- 
vent Bell Telephone from requiring Maritime 
Telegraph and Telephone to cease purchasing 
its requirements from a number of manufac- 
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turing companies and to divert them to 
Northern Electric. Now, I have put in a pre- 
pared statement that was given by the 
Premier of Nova Scotia to illustrate what 
their concern was and I have included this to 
show you why I have some concern about 
this particular matter. 


The Government of Nova Scotia disap- 
proves of the attempt being made by the 
Bell Telephone Co. of Canada to gain 
control of the Maritime Telegraph and 
Telephone Co. Ltd... 


This disapproval was made clear to 
the Bell people before they made their 
offer to the shareholders of Maritime 
Telegraph and Telephone Co. Ltd. I 
made it very clear that the Legislature 
of Nova Scotia might very well compel 
the Bell Telephone Co. to relinquish any 
shares it acquires in the Maritime Tele- 
graph and Telephone Co. Ltd. 


No reason has been given as to why it 
would be in the interest of Nova Scotia for 
the Bell company to acquire control of the 
Maritime company. On the contrary, it is 
clearly not in the interest of Nova Scotia 
for the Bell company to acquire such 
control. 


The Maritime Telegraph and Tele- 
phone Co. Ltd. has been granted privi- 
leges in order to enable it to provide the 
best possible telephone service in Nova 
Scotia. It is important that the Maritime 
Telegraph and Telephone Co. Ltd. be 
free to acquire telephone equipment that 
is best suited to our needs and will give 
the best service. The Maritime Telegraph 
and Telephone Co. Ltd. should be free to 
buy telephone equipment from any 
supplier. 

Clearly, therefore, the Maritime Tele- 
graph and Telephone Co. Ltd. should not 
be controlled by a company which 
manufactures telephone equipment, 
either directly or through a subsidiary. 
The Bell Telephone Co. of Canada con- 
trols Northern Electric Co. Ltd., which 
sells telephone equipment. If the Bell 
company were to acquire control of the 
Maritime company, the Maritime compa- 
ny would not long be free to exercise 
any independence of decision in acquir- 
ing telephone equipment. 


The enacted legislation would appear to 
deprive Bell Telephone of control of Mari- 
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time Telegraph and Telephone, but it is not 
clear whether it will prevent Bell Telephone 
from influencing the purchasing policies of 
Maritime Telegraph and Telephone. In the 
past Maritime Telegraph and Telephone has 
found it advantageous to buy from a much 
wider range of manufacturing companies 
than does Bell Telephone and of course what 
will have to emerge in my inquiry is just 
what the factual situation is with respect to 
just what I have said. 


Of the four remaining major telephone 
systems in Canada in which Bell Telephone 
does not have an interest, namely, Manitoba 
Telephone Systems, Saskatchewan Govern- 
ment System, Alberta Government Telephone 
System, and British Columbia Telephone 
Company Limited, only the last is associated 
with an equipment manufacturer through 
common ownership, that is, Automatic Elec- 
tric of Canada Limited and is non-govern- 
ment owned. The three government-owned 
communication systems have also chosen in 
the past to buy from a wider range of manu- 
facturing companies than does Bell 
Telephone. 


And here is rather an important point. 
Where it prefers to deal solely with Northern 
Electric as its supplier Bell Telephone fore- 
closes the market to competitors of Northern 
Electric whether or not they are equally or 
more efficient. For example, competitors of 
Northern Electric know that whatever price 
they bid to Bell Telephone, Northern Electric 
will be given an opportunity to meet it, and 
probably will do so, and get the business. 
Such action diminishes the competitive 
atmosphere and therefore may allow prices 
to range above the minimum level that 
would otherwise prevail. Bell Telephone’s 
requirements constitute by far the biggest 
proportion of the total market for telephone 
equipment. It owns and services approx- 
imately 70 per cent of the telephones in 
Canada as we understand it and a significant 
proportion of the total market for many 
other products; for example, communications 
wire and cable. As Bell Telephone’s main 
supplier, Northern Electric enjoys an impor- 
tant competitive advantage which does not 
necessarily reflect superior efficiency but 
rather the monopoly condition of a captive 
market. 
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I want to emphasize that I am not casting 
aspersions on the efficiency and good man- 
agement of Northern Electric; far from iter 
am simply saying that in principle the 
advantage that is enjoyed by Northern is not 
necessarily a reflection of superior ability. 


To allow Bell Telephone to acquire other 
non-regulated companies, or to acquire other 
regulated companies while it continues to 
control non-regulated suppliers, is likely for 
this reason to spread its monopoly power. 


You will understand that the concern here 
is that its monopoly within its own field is 
regulated and therefore is kept under some 
degree of control by a regulating agency, but 
if it can extend that power into an 
unregulated field, then it has monopoly 
power there, or would have if this occurs, 
which is not regulated by anyone. And 
because it is a monopoly type of power, it is 
not properly regulated by the forces of the 
market. This is all I am trying to say. 


It is natural, and indeed it is almost inevi- 
table, that a company which requires sup- 
plies of goods for its operation will seek to 
acquire those supplies from its own subsidi- 
aries where they are available from the sub- 
sidiaries. Certainly if price and quality are 
equal it can be expected to prefer to buy 
from its subsidiary rather than its subsidi- 
ary’s competitor. Certainly the parent is in 
the driver’s seat in this respect and if the 
parent is in a monopoly position with respect 
to its own business it, in effect, constitutes the 
market for the goods in question and it has 
the power to control, or at least substantially 
influence the fortune of those who are pro- 
ducing goods for that market. There is no 
reason why Bell Telephone should be an 
exception to this principle. What is of con- 
cern from the standpoint of the Combines 
Investigation Act is the fact that Beli Tele- 
phone does have this power and must be 
assumed to be susceptible to the temptation 
and the pressures to favour Northern Electric 
as its subsidiary. 


In saying that I do bear in mind Mr. 
Marquez’s remarks to this Committee. It is 
therefore in a position, through its subsidi- 
ary and any others it may see fit to acquire 
or create in the future, which refers to the 
power in clause 8, dominate the manufactur- 
ing activity in which they are engaged and, 
indeed, ultimately to monopolize that seg- 
ment of the manufacturing market. 
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In his evidence before this Committee, Mr. 
Marquez has explained that there is no legal 
obligation on Bell Telephone to acquire sup- 
plies from Northern Electric but that Bell 
Telephone, like other telephone companies, 
will seek to acquire its supplies in the most 
economical way. It will presumably, there- 
fore, exercise a choice beween its subsidiary 
and its competitors where that choice is 
available. There is also no doubt that an 
important factor, in addition to quality and 
price, in Bell Telephone’s decision, is its pref- 
erence for equipment that meets its techno- 
logical needs in a standard way, and that its 
decision will be influenced by the ability of 
competing products to be used effectively and 
with a minimum of trouble and inconveni- 
ence in the operation of Bell Telephone’s 
communications service. 


e (10:50 a.m.) 


This, of course, is an important factor in 
the technological sense that cannot be over- 
looked, but it remains to be explored whether 
or not competing products, if they are availa- 
ble, could be produced to satisfactory stand- 
ards, objectively set, so as to provide Bell 
Telephone with a choice of competing pro- 
ducts while at the same time not impairing 
the technological efficiency of its communica- 
tions system. 


If indeed, it should in due course be 
demonstrated as a fact that Northern Electric 
is preferred by Bell Telephone over all other 
suppliers for the products that Northern 
manufactures, then there are two _ points 
which I think ought to be made. 


The first is that Northern may indeed be 
the most efficient of the suppliers of Bell 
Telephone’s requirements in the market and 
Bell Telephone may indeed be _ receiving 
goods of the best quality and design at the 
best price. This is more likely to be the case 
if there are competing suppliers in the mar- 
ket who will force Northern Electric to main- 
tain a position of efficiency and so merit 
getting the Bell Telephone business. I do not 
wish to suggest that this is not at present the 
case indeed, this is one of the matters which 
our inquiry must determine. But if this situa- 
tion does at present prevail, there is no gua- 
rantee that it will do so in the future, par- 
ticularly if other suppliers do not have any 
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effective opportunity to enter the market and 
obtain a share of Bell Telephone’s business. 


The second point is that if Northern Elec- 
tric continues to be the major supplier of 
Bell Telephone, and if other subsidiary com- 
panies are acquired or developed in the 
future by Bell Telephone with a similar 
result, this will tend to discourage competi- 
tion in the manufacturing industry which 
supports the telecommunications service 
industry. In such a situation the opportunity 
is there—and I just simply say it is an op- 
portunity—for Bell Telephone to extend its 
monopoly through its subsidiaries into this 
supporting industry. 

Some examples of what may occur, which 
I am taking at face value for the present, 
have been given to this Committee by some 
of the witnesses. Mr. Zimmerman explained 
to the Committee the concept of the electronic 
highway. It is only in the area of the 
telephone service that Bell Telephone is 
regulated and is required to provide such 
service to all comers by law at rates which 
are subject to regulation. Bell Telephone 
appears to be free, apart from this, to control 
access to the electronic highway and to exact 
terms and conditions for such access. I sup- 
pose Bell might be regarded as having a 
tollgate at the entrance to the highway and 
as you go through it you pay the toll. 


For example, it has been explained to the 
Committee that Bell Telephone insists that 
users of telephone service are required to use 
equipment acceptable to Bell Telephone, 
which means that telephone sets supplied by 
Northern Electric are in fact the sets that 
must be used. 


One witness (D.C.F. Systems Limited) men- 
tioned special attachments such as push-but- 
ton telephones, buzzers and speaker tele- 
phones, which, it was said, are charged for at 
a higher price than necessary. Whether or 
not this is a correct judgment—which I do 
not attempt to answer—it must be true that 
Bell Telephone is in a position to control the 
source of supply as well as the price of such 
equipment. 


In other words, I suggest to the Committee 
that the user of the electronic highway, when 
he goes through the tollgate, must demon- 
strate to Bell that he is using the car that 
Bell wants him to use, or perhaps Bell’s own 
car, to get on the highway. 
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It is a possible example of what I would 
describe as a tying arrangement whereby 
Bell Telephone can, and perhaps does, insist 
that as a condition of providing access to the 
electronic highway the equipment used shall 
be provided by Bell Telephone or a source 
designated by Bell Telephone. Mr. Zimmer- 
man of Industrial Wire and Cable mentioned 
CATV. He stated that an independent CATV 
operator wishing to install a system must 
negotiate with Bell Telephone for the use of 
its right-of-way and, in his opinion, there is 
no other economic alternative route available. 
He then described some of the conditions that 
Bell Telephone might impose with respect to 
the use of the equipment which is attached to 
Bell Telephone’s cable. He also stated that 
Bell Telephone can bring economic pressure 
to bear to force the CATV operator to use 
Bell Telephone cable rather than setting up 
his own. Assuming this illustration to be a 
factual one, I would be concerned that, 
through this form of control, Bell Telephone 
might in future develop through its subsidi- 
ary the manufacturing of equipment 
designed to be used with Bell Telephone 
cables and, in due course, to insist that only 
equipment manufactured by the Bell Tele- 
phone organization should be used. 


I am not necessarily speaking at the 
moment about the telephone, in which, as I 
understand it, that is what now prevails; I 
am talking about all sorts of new equipment 
which is being developed for the future. 


An example of this might allow me to 
illustrate Bell Telephone’s interest in the 
non-telephone field. This was given by D.C.F. 
Systems Limited in its brief in connection 
with its client’s wish to use Canadian Nation- 
al-Canadian Pacific telecommunication new 
broad-band switching network to connect to 
computers. The Committee was informed that 
Bell Telephone offered extremely favourable 
prices to attract the business to its own net- 
work which was in process of being installed. 
D.C.F. also mentioned a case where a client 
who wished to connect a computer in one 
building to a terminal in another received a 
reasonable price quotation on the assumption 
that Bell Telephone’s data sets would be 
used, but that when the client disclosed it 
wished to use sets supplied by another manu- 
facturer, it was told that the price arrange- 
ment would be less favourable. 
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These and other examples that were given 
illustrate both the interest of Bell Telephone 
in meeting threats to its control of the elec- 
tronic highway and also in using its market 
position to develop a market for products 
produced by the Bell Telephone organization 
or other designated suppliers. 


Therefore, I say that there is an interest— 
a desire—to do this, as well as the power to 
control the situation. 


It is the opportunity to use its regulated 
monopoly position in the telephone field to 
extend its activity into other fields both in 
telecommunications and in manufacturing 
equipment for telecommunications purposes 
that I see as the cause for concern. The 
power is there and witnesses have given 
some indication that the tendency is there 
also. 


In saying this I feel obliged to point out 
that through the present integrated structure 
the general public has received a first-class 
telephone service. I suggest that what has to 
be considered for the future is whether a 
greater degree of competition in the manu- 
facturing of telecommunication equipment 
for the Bell Telephone system can or ought 
to be developed without impairing the serv- 
ice that the public is now receiving; and 
whether to permit further integration of the 
Bell Telephone organization will work to the 
advantage or disadvantage of the public at 
large, including Bell Telephone subscribers 
and other members of the public who are not 
necessarily subscribers. 


I might mention another tendency which 
may flow from a monopoly position in the 
market. This is the tendency to delay innova- 
tion. An example of the tendency was given 
by D.C.F. Systems Limited when they men- 
tioned what they alleged to be ‘‘the slow rate 
at which electronic switching or touch-tone 
telephone systems are being implemented.” 
They suggest that at the current rate of 
implementation the conversion of the majori- 
ty of Canada’s telephone systems to touch- 
tone equipment will not be completed for a 
decade, a schedule which they regard as 
unacceptable. However this may be—and I 
pass no judgment—it is true that the exten- 
sion of Bell Telephone’s monopoly may tend 
to blunt somewhat the pressures to innovate 
as rapidly as possible. 


Mr. Chairman, I now go on to a second 
point which I have mentioned as one of the 
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issues as I see them and that is: Increasing 
the Difficulty of Effective Regulation. As I 
have said, my concern is with competition 
policy. At the same time, I think I should 
point out that, in one sense, I have a special 
interest in the effectiveness of regulation. 
Bell Telephone is conducting an enterprise 
which is partly subject to regulation (i.e., in 
relation to telephone rates) and partly sub- 
ject to the forces of the market, in respect of 
certain services it provides itself and of the 
manufacturing activity of its subsidiary. 
Where regulation of an enterprise by market 
forces is partly replaced by the regulatory 
authority of a government agency, it is 
important to ensure that activities that take 
place in the unregulated sector of its business 
do not frustrate or hinder the regulatory 
agency in the discharge of its function. 


e (11:00 a.m.) 


There are three areas where the task of 
the Canadian Transport Commission in regu- 
lating telephone rates may be complicated by 


a proliferation of the non-regulated activities 


of Bell Telephone, either within the frame- 
work of the company itself or by virtue of 
the establishment or acquisition of subsidiary 
companies. If in particular circumstances the 
Commission were obliged to make some judg- 
ment about the prudence of a_ proposed 
investment, or about the fairness of a par- 
ticular rate, or about the reasonableness of 
prices paid for particular equipment by Bell, 
the problem faced by the Commission of 
arriving at a responsible decision could be 
complicated by the extent to which common 
corporate services or facilities or other over- 
head were shared by the regulated activity 
and the non-regulated activity, and by the 
extent to which fully competitive prices were 
not available to test the prices offered by the 
integrated supplier. 


There is room for a difference of view 
about how seriously the proliferation of non- 
regulated activities could hinder effective 
regulation, but unless there was no connec- 
tion whatever between the various activities 
of the Company, the costs and revenues 
associated with the non-regulated activities 
might have to be sorted out in particular 
cases from the costs and revenues associated 
with the regulated activity. 


If the Commission were required to come 
to a decision about the prudence of some 
important investment by Bell Telephone, to 


cen NT, — ai ag 


December 7, 1967 


the extent that the investment made some 
contribution to both the regulated and non- 
regulated services performed by Bell Tele- 
phone, the Commission would have to consid- 
er whether the cost of the investment had 
been properly allocated to each service in 
relation to the benefits derived by each 
service. 


To the extent that a regulated service was 
provided, utilizing some of the same facilities, 
including personnel, as were used to provide 
a non-regulated service, the Board would 
have to reach some decision about properly 
allocating the joint costs before coming to a 
conclusion about the fairness of the charges 
for the regulated service. 


To the extent that Bell Telephone’s inte- 
grated suppliers become the dominant factor 
in the Canadian market in certain product 
lines, to this extent it becomes more difficult 
to determine whether Bell Telephone is 
obtaining competitive prices in buying its 
requirements. 

It therefore appears to me that the concern 
I have expressed about the danger of the 
spread of monopoly power through the pro- 
liferation of Bell Telephone’s non-regulated 
activities, is, if anything, reinforced by the 
added difficulties which such activities may 
contribute to effective regulation. 


Concerning the issue of shares clause 3, if 
enacted, would permit the Directors of Bell 
Telephone by by-law to create and issue pre- 
ferred shares subject to the approval of at 
least two-thirds of the votes cast at a special 
general meeting of the common shareholders 
called for the purpose. Section 162 of the 
Canada Corporations Act, which sets out 
more onerous conditions as to the approval of 
the shareholders, is made inapplicable to 
Bell. (By clause 4, the present requirement 
that the issue of capital stock must have the 
approval of the Board of Transport Commis- 
sioners is repealed.) 


The control by the Canadian Transport 
Commission, as it now is, over the issue of 
capital stock does not appear to have unduly 
restricted Bell Telephone’s development. To 
remove this control would give the Company 
a far greater freedom of action, particularly 
with respect to the issue of shares as part of 
the transaction of acquiring other enterprises 
as would be authorized by clause 8. In view 
of the difficulties already described inherent 
in Bell Telephone’s extension,.into non- 

27655—2 


Transport and Communications 


395 


regulated activities, it would be desirable not 
to eliminate the control which the Commis- 
sion now has over the issue of shares. In- 
deed, it should be noted that the present 
control by the Commission is very limited, 
being confined by the Special Act to their 
giving approval to the amount, terms and 
conditions of issue, sale or other disposition 
of capital stock. This does not appear to 
authorize the Commission to control the pur- 
pose for which the stock is issued. If this is a 
correct interpretation, the Commission lacks 
the ability to limit Bell Telephone’s acquisi- 
tion of other companies in return for stock 
issue. In view of the problems that I have 
previously outlined concerning the power 
sought by Bell Telephone under clause 8 of 
the Bill, I should have thought it appropriate 
that the Commission be given a wider power 
to enable it to control acquisitions by this 
means. 


Now on the point about extension or 
clarification of existing powers I remind the 
Committee that clause 7 defines the powers 
of Bell Telephone to perform various tele- 
communication services. Bell Telephone 
being unable to forecast all possible techno- 
logical changes, proposes an amendment 
which would permit the Company to use and 
adapt any improvement or invention for 
communicating with others and any other 
means for communicating that may, in the 


opinion of the Board of Directors of the 


Company, be deemed to be in the interest of 
the Company. Clause 7 clearly contemplates 
the exercise of powers by Bell Telephone 
beyond the field of telephone systems as it 
gives far-reaching powers to develop the 
widest possible range of telecommunication 
services, including, as I see it, radio, televi- 
sion, satellite communication, telemetry, elec- 
tronic data processing and computer services. 


It is of course desirable that the powers of 
the Company be clarified in modern ter- 
minology to permit it to provide its services 
as a common communications carrier by 
means of current and developing technology. 
If this is the only effect of clause 7, I do not 
see any problems in the nature of those I 
have described arising out of the amendment. 
If, however, the effect of the amendment is 
to extend the powers of the Company to 
permit it to undertake new businesses, such 
as the business of radio or television broad- 
casting, then I see cause for concern. The 
legal effect of the clause is a matter, of 
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course, on which the Committee may wish to 
obtain legal advice. 


Bell Telephone is partly a common carrier 
of communications, and as such it operates 
equipment that transmits signs, signals, writ- 
ing, images or sounds. It would be an exten- 
sion of its monopoly as a public utility if it 
should enter the field of radio or television 
broadcasting in the sense that it becomes the 
producer in addition to being the carrier of 
programs. The only point I wish to make 
here is that the Committee would wish to 
recommend such an extension of powers only 
after very carefully weighing the implications. 


In conclusion I have to say that I really 
have not formed any conclusions. As I have 
stated, it would not be appropriate for me to 
do so until the results of my inquiry under 
the Combines Investigation Act are known. I 
again emphasize that what I have attempted 
to do is to point out to the Committee the 
matters that appear to me to be cause for 
concern and which form the background for 
the inquiry that I have undertaken. 


In the light of the foregoing, it may be, as 
I have already said, that the Committee 
would consider that it should defer recom- 
mending any extension of Bell Telephone’s 
powers, particularly under clauses 7 and 8, 
until the facts are fully known and an oppor- 
tunity is given to form a mature judgment. 


Mr. Chairman. thats «is 
statement. 


my prepared 


The Vice-Chairman: I want to thank Mr. 
Henry for the well-prepared brief. I now 
give the floor to Mrs. Rideout. 


Mrs. Rideout: Mr. Henry, I must first 
explain to you that I certainly do not have 
any great knowledge of the Combines Inves- 
tigation Act or how it works so what I would 
like is a little information for clarification. 


First of all, is this the first time that it has 
been made public that there is an inquiry 
about Bell Telephone? 


Mr. Henry: Yes, it is, Mrs. Rideout. This is 
quite an unusual procedure. 


Mrs. Rideout: Were any of the witnesses 
that we have heard before aware there was 
an inquiry? 


Mr. Henry: Those concerned, from Bell 
and Northern, would be aware of it but 
nobody else would. 
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Mr. Rock: Who forced this inquiry? 


Mrs. Hideout: That is my question. I am 
sorry, Mr. Rock. What brought on this inqui- 
ry—the decision to have an inquiry? Was it 
because of representations that were made to 
you? 


Mr. Henry: No. This was undertaken 
entirely on my own initiative. Of course, 
there have been representations made to me 
about Bell Telephone and Northern from 
time to time over the years. This happens to 
any large business organization. A large cor- 
poration is a large target which is easily hit. 
We get complaints about many such situa- 
tions. I have explained in public on many 
occasions and it is in my annual report that 
the test that guides me in starting an inquiry 
is whether I have reason to believe that there 
is an offence. There are other ways of getting 
an inquiry started, I might say. Perhaps for 
Mrs. Rideout’s benefit, because she asked for 
some help on this, I might say what they are. 


First of all, any six Canadian citizens, by 
placing certain material before me as Direc- 
tor in accordance with the statute, that is by 
a slightly formal procedure which is not diffi- 
cult, may compel me to undertake an inqui- 
ry. So, first, you have an inquiry which is 
initiated by six Canadian citizens. Strangely 
enough, in spite of all we hear in public 
discussion, we have only one or two applica- 
tions annually from six citizens. 


@.(11710"a.n1) 


The second way in which an inquiry may 


be started is by direction of the Minister — 


responsible for the Act. This is not a route 
which is usually taken; indeed, I cannot 
remember any inquiry that I started that 
was started on the instruction of a minister. 


The third way is where the Director has 


a 


reason to believe that there is an offence. The © 
statute says that in those circumstances the — 
Director is obliged to commence the inquiry. — 
This is why the Minister will explain to the © 
House of Commons, when a member asks 


whether an inquiry into a particular situa- 


tion is being started, that the Director is in — 


possession of the facts and will do what the 
statute requires. If I, as Director, consider 
that I have reason to believe—and all I have 
to have is reason to believe—that there is an 
offence, I must start an inquiry. These are 
the three ways. 
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This particular inquiry was started when 
the acquisition of Maritime Telegraph and 
Telephone took place and I saw that Bell 
apparently was intending to extend its own 
communications services in this manner. 
That is not to say that it is wrong for them 
to do so, but it also appeared that the general 
concern which we had about Bell Telephone 
was reflected in the reaction of the Nova 
Scotia government, because they had the 
same fear about what would happen to the 
suppliers of Bell now that control was being 
taken over by Bell which has its subsidiary, 
Northern, in the supply field. 


To put it briefly, we have had complaints 
from time to time about Bell and Northern 
and the connection between the two, but this 
inquiry was not started as the result of a 
complaint. I started it on my own initiative, 
having observed what was going on in this 
particular market. 


Mrs. Rideout: Mr. Henry, am I correct that 
you did say that an inquiry of this kind took 
about two years? 


Mr. Henry: Probably, Mrs. Rideout. We 
have just finished a case in the courts which 
has taken about 12 years. 


Mrs. Rideout: Does this restrict Bell in any 
research? We are living in a very advanced 
technological age. If they are going to be two 
years behind in keeping date abreast in com- 
munications media does this restrict them, or 
may they feel as though somebody is peering 
over their shoulder in every move they want 
to make? What position are they in? 


Mr. Henry: I doubt very much, Mrs. 
Rideout, that my inquiry would restrict Bell 
and Northern doing anything. They know 
what the law is. As do any competent busi- 
nessmen, they know exactly what I have to 
do. They have their own very good legal 
advice, as I have, and we pursue our own 
routes according to what our judgment tells 
us is the right thing to do. The fact that I 
have an inquiry in progress, I think I can 
say categorically, would not in any way alter 
the decisions that Bell and Northern make 
any way whatever. 


Mrs. Rideout: In all fairness—and I am 

_ speaking only from information that I have I 

_ think we do owe a lot to Bell for what they 

have provided in service. Certainly, if they 

had not had the initiative and the money 
27655—23 
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probably we would not have had such an 
up-to-date service in Canada. That is my 
theory. This is just my personal opinion. I 
am glad to hear you say that you do not 
think it will restrict them. 


Mr. Henry: The inquiry itself will not 
restrict them in any way, because I am sure 
that Bell Telephone is entirely satisfied that 
what it is doing is within the law. 


From my knowledge, the executive offices 
of Bell Telephone, whom I regard as men of 
great ability and integrity, know where they 
stand as to the law and are prepared to 
defend any position which they take. I do not 
for one moment think that they will be 
inhibited by a Combines inquiry. I know that 
many citizens think—and businessmen often 
take this approach when they come to me 
about a problem—that to start an inquiry, or 
just write a letter to a company will stop 
their doing what they are doing. 


Mrs. Rideout: Yes. 
Mr. Henry: It does not happen that way. 
Mrs. Rideout: It does not? 


Mr. Henry: If they know what they are 
about it does not happen; and I do not work 
that way. I do not start inquiries just to try 
to bring about a quick result, and I do not 
write letters just to try to pressure people 
into doing something. If what they are doing 
is lawful I leave them alone. If what they 
are doing is unlawful, and I think that there 
is some evidence of this, then I have to 
pursue the matter. It is how it turns out, you 
see, that is the important thing. That is why 
one must not prejudge. 


Unfortunately, once it is known that a 
Combines inquiry is in progress people tend 
to make a prejudgment and think that if the 
Combines people are involved in the situation 
there must be something wrong. That is not 
necessarily so. The purpose of the inquiry is 
to find out what the fact are, and then there 
is procedure which follows. 


First of all, once the inquiry is completed 
we have to assemble all the evidence, and 
then, having decided whether or not there 
appears to be some breach of the Combines 
Investigation Act, we make a decision on 
which of the two routes provided for under 
the statute we will follow. 
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The first possibility is to prepare a state- 
ment of evidence, which, in a large inquiry, 
could be two or three large volumes of 
material. I can recall one case in which there 
were seven, therefore you will understand 
that this is a very voluminous document. 
This statement of evidence would be submit- 
ted by me, as Director, to the Restrictive 
Trade Practices Commission. The Restrictive 
Trade Practices Commission then has the 
task, under the Combines Investigation Act, 
of examining this evidence and—I am going 
to refer to the statute so that you will have it 
exactly— 


... Shall review the evidence, or materi- 
al, appraise the effect on the public 
interests of arrangements and practices 
disclosed in the evidence and the report 
shall contain recommendations as to the 
application of remedies provided in the 
Act or other remedies. 


The purpose of going to the Restrictive 
Trade Practices Commission is to obtain what 
I sometimes call a royal commission type of 
report about the whole situation—economic 
analysis of the facts and situations that are 
shown in the evidence. All this evidence is 
developed by formal powers, including the 
calling of witnesses and the submission of 
affidavits and so on. 


They then make their judgment on this 
matter and recommend what should happen. 
This could be a recommendation for an 
amendment of a statute, or that some legal 
remedy in the act be pursued, or that the 
tariff be adjusted. All these are available to 
them. Sometimes such reports result in a 
prosecution, and if there is an actual breach 
of the Act they should be prosecuted. 


The other route is not to go to the Commis- 
sion at all, but to go direct to the courts. The 
decision on which route to take would be an 
important one for me to make at the time if I 
concluded that there was a breach. In this 
kind of situation the normal course would be 
to go to the Commission and get the report 
which would then be published and would 
form the basis of any further proceedings 
that might take place. 


e (11:20 a.m.) 


This, incidently, is the route that was fol- 
lowed in our inquiry into the Shipping Con- 
ference, and I think all members have a copy 
of the report that was produced by the Com- 
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mission about two years ago. They recom- 
mended that certain steps be taken which 
amounted to a change in legislation, in view 
of the role that the Shipping Conference 
plays in our international trade. 


That is the sort of thing which might de- 
velop, Mrs. Rideout, out of the inquiry; but 
neither what the inquiry will ultimately pro- 
duce nor, the exact route that we will follow 
can be forecast. 


Mrs. Rideout: Notwithstanding that you 
say in your brief, that you do not prejudge, 
you do suggest that some of the problems be 
set aside until after the inquiry, which means 
an indefinite time, actually? 


Mr. Henry: Yes, that is true. I said that if 
the problems that have been disclosed in the 
Committee by myself and other witnesses 
impress you as being such that they should 
be given careful study, as I think they 
should, there is no need to hold up the main 
portions of the Bill. 


Mrs. Rideout: You do not think this will 
affect the whole context of the Bill? 


Mr. Henry: Bell Telephone will have to 
answer this themselves, but I do not think 
the powers contained in clauses 7 and 8, 
which in effect are put in for clarification, 
are going to be essential to them for some 
project they are about to undertake. What 
they appear to want in the Bill is the power 
to issue new capital and to get on with their 
next 10-year program in the normal way, 
including the development of it. One thing I 
would like to say about clause 7 is that I 
think it would be well for the Committee to 
know, on the basis of some legal advice, 
whether or not it does in fact extend the 
powers of Bell in the telecommunications 
field. If you are advised that it does not, then 
there is no problem. You will simply have an 
updating of the wording, with which as a 
lawyer I entirely agree. I suppose it could be 
said that Bell might say, “You have horse 
and buggy language for the jet age.” I entire- 
ly agree with that. The question is whether 
you wish to extend the power. If you wish to 
extend the power, and if this does extend the 
power—which is a matter of legal interpreta- 
tion—then there are some issues to be 
considered. 


In connection with clause 8, which gives 
the power to acquire companies, Bell would 
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again have to say how urgent that is. Howev- 
er, I should think it is by no means as urgent 
as their new capital requirements. I am also 
suggesting to you—and perhaps I did not 
emphasize this before but I will do so now 
—that I see no reason why power to acquire 
or set up a subsidiary company to do 
research should be withheld. This is some- 
thing which I think quite obviously they 
should be permitted to go on with. It would 
not make any difference to the problems that 
I have been discussing if they feel that this is 
urgently needed as the basis for research. I 
am more concerned about their getting into 
the manufacturing field to a greater degree 
and extending their services beyond tele- 
phone services without their being any real 
regulation to this. Neither of those things 
that I have mentioned, entering the manufac- 
turing field through its subsidiaries or 
extending services beyond telephone services, 
are covered by any form of regulation by the 
Board of Transport Commissioners. At pres- 
ent the service field is not covered under the 
Combines Investigation Act, so there is no 
control by resort to the provisions of that 
Act, although there is control over the manu- 
facturing end of it. 


Mrs. Rideout: Thank you very much, Mr. 
Henry. 


The Vice-Chairman: Mr. 


next. 


Reid, you are 


Mr. Reid: Thank you, Mr. Chairman. First 
of all, Mr. Henry, I would like to ask what is 
the proper definition of a common carrier? 


Mr. Henry: Mr. Reid, perhaps I could 
answer. you by saying—I do not have any 
well-established legal definition in front of 
me to read to you—what a common carrier 
by law is obliged to do, and I am talking 
about a common carrier that carries goods on 


the ground. 


Mr. Reid: Right. 


Mr. Henry: A common carrier is a person 


| who by law is obliged to carry goods for hire, 


1 


| 
} 


that is, for a fee, by anyone who wishes to 


apply to him for the purpose of carrying 
such goods. When he holds himself out as a 
/common carrier he must carry your box of 


luggage or your product, or whatever it may 
be, if you apply to him and pay the rate. 
And, of course, it must be a reasonable rate 
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and not in effect a prohibition against using 
his services. 


Mr. Reid: Normally speaking these rates 
are published and available to all? 


Mr. Henry: Yes, normally they are. Truck- 
ing companies, railways and shipping compa- 
nies all publish rates. 


Mr. Reid: Taking the analogy which DCF 
gave us in electronic terms of the common 
carrier being similar to a hydro electric sys- 
tem delivering electricity and then being uti- 
lized by a variety of instruments of standard 
quality, and also Mr. Zimmerman’s..,concept 
of the electric highway, does this concept not 
also apply to Bell in its communications 
sector? 


Mr. Henry: Yes. I thought this analogy was 
very well expressed by those witnesses. It 
seems to me that it applies. 


Mr. Reid: Does Bell presently operate its 
common carrier operations on this basis? 


Mr. Henry: In my prepared statement I 
mentioned that Bell, under. its Special Act, 
has some obligation to provide telephone ser- 
vice to all comers. I am not being precise 
because there are some _ exceptions. For 
example, I do not think it has to go more 
than 200 feet from the highway into your 
house. The basic idea is that they are offer- 
ing a telephone service which almost anyone 
who wishes to become a subscriber may use. 


In that respect they are being used as a 
common earrier of messages. The concept of 
the common carrier is pretty well. held to 
there. Their rates are under regulation 
although all common carriers’ rates are not 
necessarily under regulation. I can tell you of 
some that are not. Regulation is not a neces- 
sary ingredient in the common carrier con- 
cept, but in Bell’s case it is in its telephone 
service. I am not too sure if it is a common 
carrier with respect to the other services it 
provides because as I understand it it is not 
under a legal obligation to provide anything 
but telephone service to all comers. Presuma- 
bly it can pick and choose but that is not to 
say that it does. I think the Bell organization 
would have to say what their policy is and I 
suspect, without being able to demonstrate it 
or be absolutely sure of my ground, that they 
make their facilities for the carriage of com- 
munications traffic available to anyone on 
terms. 
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Mr. Reid: On terms? 


Mr. Henry: On terms, 
important point. 


and ‘that is ‘the 


Mr. Reid: Is it not a fact, though, that all 
common carriers publish their rates, which 
are available to all comers? 


Mr. Henry: Most... 


Mr. Reid: Or are they in a position where 
they set their rates depending upon the cir- 
cumstances which they may be faced with, 
such as too much competition or... 


Mr. Henry: That is true, Mr. Reid. Most 
common carriers publish their rates, but 
unless the statute requires this they do not 
have to do it. I can tell you that the shipping 
conferences, which are a pretty important 
common carrier, up until about a year or two 
ago did not publish their rates. 


Mr. Reid: Would you say this is a tendency 
in Canadian regulation to force common car- 
riers to publish their rates? 


Mr. Henry: I think there is a tendency in 
that direction. Certainly it is generally done, 
and when it is generally done it is regarded 
as quite a proper part of being a common 
carrier to publish your rates. 


Mr. Reid: Do you agree that this is a 
desirable tendency? 


Mr. Henry: Yes, I do. 


Mr. Reid: To your knowledge are there 
any great restrictions on common carriers in 
terms of the business they can operate in and 
the rates which they can charge? 


e (11:30 a.m.) 


Mr. Henry: As far as the rates on their 
common carrier business are concerned it is 
the general theory that the rates must be 
reasonable having regard to the traffic. There 
is more than one theory of rate-making, 
which I could not explain too well to you, 
but it is recognized that there are principles 
to be followed. 


Normally common carrier are regulated 
with respect to their rates—at least some of 
them are. This again is like publishing rates. 
It is something which is not universal but 
nevertheless the development tends to be that 
the rates be regulated. 
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Mr. Reid: Do these common carriers have 
to accept the business which is given to them 
within the limit... 


Mr. Henry: Yes. 


Mr. Reid: ... that is set out either by stat- 
ute or by law, or by regulatory... 


Mr. Henry: A true common carrier does, 
Mr. Reid, the sort of exceptions being that he 
may not have to carry a dangerous substance 
like explosives or something like that. You 
see, obviously there are practical limitations 
on the liability of a common carrier to carry 
goods. I am talking now about ground 
carriage. 


Mr. Reid: Yes. 


Mr. Henry: I think perhaps you are trying 
to make, or have already made, the analogy 
to the telephone, or total communication 
system. 


Mr. Reid: That is correct. That is what I 
am leading up to. 


Mr. Henry: I think it is a fair analogy, 
because I must say that I thought Mr. Zim- 
merman and counsel appearing with him put 
this concept very clearly. It appealed to me 
as one who needs a little help in the techno- 
logical field to understand what it is about, 
and I thought it was put very well. I see this 
electronic highway, so to speak, as being in 
fact the means of carrying the goods. In the 
case we are talking about it is not goods; the 
goods, so to speak, are the messages, the 
signals, the sounds, the pictures and so on. In 
this respect it is a public utility, and perhaps 
the public utility is an equally good expres- 
sion to the idea of a common carrier, because 
the public utility also must furnish to the 
citizens of the area whatever the service is 
that it provides. Discrimination is not nor- 
mally one of the things that it is permitted to 
practise. 


Mr. Reid: I note you are familiar with the 
brief the DCF Systems presented to us. Part 
of my questioning was leading up to the 
point you just made and the other has to do 
with the concept of all-inclusive pricing, 
which was the example given as case 5 by 
DCF. This is on page 9 of DCF’s brief and 
the thing that bothered me in this particular 
case was that Bell was able to beat competi- 
tion for terminal connectors by its control 
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over the rate of the common carrier, that is, 
of the section of their bid which would carry 
the message from point to point. My point is 
simply that this seems to be some form of a 
restraint of competition by its control over 
the electronic highway, if you will. 


Mr. Henry: Yes. I tried to say that this is 
first of all Bell’s tendency on the basis of the 
evidence that has been given. Secondly, I 
suggest it seems to have exhibited by these 
examples a desire to maintain its control over 
the highway and I added a little embellish- 
ment on the illustration of the highway by 
saying that Bell, in effect, controls the toll- 
gate. First of all, it charges you a fee which 
is the toll, but then it can also say what kind 
of car you can bring on the highway and it 
may be you have to bring on the highway a 
a car that is made by Bell or some subsidiary 
of Bell. I am thinking, perhaps, in terms of a 
computer or, to take a rather new develop- 
ment, CATV. Perhaps you must go to Bell’s 
own supplier which would be its subsidiary, 
or it could be some other company with 
which it has an arrangement. That is a very 
well recognized technique called directed 
buying, one of the things that we find hap- 
pening in the oil companies which you may 
have heard about. 


Mr. Reid: Yes. 


Mr. Henry: Whoever is going to buy the 
services finds that he is tied to a certain 
supplier. In the case of Bell it may or may 
not be Bell itself, although Bell could manu- 
facture as you know, it may or may not be 
Northern Electric, the subsidiary, or some 
other new subsidiary. It could even be some 
corporation with which Bell has set up some 
kind of relationship which causes it to direct 
that buying be made from that company 
before you come out of the _ electronic 
highway. 


Mr. Reid: My point here is simply that this 
appears to be a violation of the concept of 
common carriers which you outlined earlier 
in response to one of my questions. 


Mr. Henry: It would be unless you can say 
that it is not charging an equal rate for equal 


' service, and I am not quite sure whether... 


Mr. Reid: In this particular case there was 
a struggle to find out just what price would 
be charged for sending the signals along the 
electronic highway, if I may use that phrase, 
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in order to cut off competition for the two 
terminal endings that were necessary. 


Mr. R. M. Davidson (Officer in Charge, 
Merger and Monopoly Section, Registrar 
General Department): I think there, Mr. 
Reid, it should be borne in mind that this 
service is not, as I understand it, regulated 
by the Canadian Transport Commission and 
it does not fall under the Combines Investi- 
gation Act either, because it is a service. 


Mr. Reid: Yes, but my point is simply if it 
is not, perhaps it should be. Here we are 
being asked to extend Bell’s powers in a 
number of areas, some of which are going to 
be very vital, and the only point I am trying 
to make is that perhaps this common carrier 
principle should be extended to other aspects 
of telecommunications systems in order that 
the public might enjoy the protection that 
they have enjoyed through the Board of 
Transport Commissioners and the provincial 
boards in dealing with telephone rates. 


Mr. Henry: Yes, I think... 


Mr. Davidson: I was just going to say, that 
argument appeais to me. 


Mr. Henry: I was just going to add to what 
Mr. Reid has said that I think the fundamen- 
tal problem here is that Bell Telephone, quite 
naturally facing possible competition in this 
field, has reduced its price—I think that is 
what the problem is—or it has tied the abili- 
ty to get on the electronic highway to the 
purchase of some _ particular company’s 
product. 


In the first place cutting the price, as far 
as I am concerned in terms of competition 
policy, is the desirable thing to encourage 
because if price competition takes place then 
you do get, of course, the best service or the 
best goods for the best price, to be very, very 
general about it. In other words, we want to 
encourage price competition. 


Mr. Reid: Yes, but the argument against 
that in this particular case is that by lower- 
ing the prices, given a monopoly situation 
which Bell certainly enjoys here, you destroy 
competition in other desirable areas. 


Mr. Henry: That is right and this is where 
the other side of it comes in. We have in our 
Combines Investigation Act a situation 
known as predatory pricing which I men- 
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tioned briefly at the beginning, and the only 
point here is that this situation, so far as the 
service part of it is concerned, is not under 
the Combines Investigation Act. 


Mr. Reid: Just to deal with this... 


The Vice-Chairman: I do not want to be 
unfair to you, but if you are going to be 
much longer I will have to ask you to come 
back in the second turn. 


Mr. Reid: Yes, Mr. Chairman. I would 
appreciate being called on the second round. 


Mr. Bell (Saint John-Albert): I would like 
to ask Mr. Henry if it is true that in many 
instances companies that are going to make 
moves that might be affected by combines 
legislation come and consult with you in 
advance and you give them general advice 
about what your reaction might be to their 
plans? 


Mr. Henry: Yes, that is true, Mr. Bell, we 
advertise in a modest way what we call our 
program of compliance. This is designed to 
allow businessmen, who very often find 
themselves in the difficulty of not under- 
standing the combines law, to come into the 
office and have a discussion about it. We are 
quite prepared to give them information 
about how the Act in our view would apply 
to a particular thing that they might want to 
do, any particular decision. 


It might be a merger, it might be some 
kind of agreement they would like to make. 
More often it is some promotional program 
they have in mind, or something which may 
in their view possibly offend against the 
price discrimination provision. But whatever 
area of the Act it may be, we hold ourselves 
open to discuss their problem with them. 
Now, some businessmen bring an actual 
problem and give us the facts of what they 
propose to do and we tell them whether or 
not this would result in an inquiry. This 
happens more and more now in the case of 
mergers and you will see, if you look in the 
last two or three annual reports that we have 
issued, that we have described some of these 
applications to see whether or not a merger 
would be in breach of the Combines Investi- 
gation Act; so that some of this acitivity is 
available for public consumption. 


e (11:40 am.) 


Mr. Bell (Saint John-Albert): Would it be 
fair to ask if you have had approaches from 
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Bell or Northern about any moves they might 
be making? In particular, was there, for 
example, any contact made by Bell about 
their acquisition of Maritime Telegraph and 
Telephone Company? 


Mr. Henry: The position I usually take in a 
situation like this is that in fairness to the 
person who has come into the office I keep 
confidential the fact that he has discussed a 
certain matter. I do not know whether, in 
those circumstances, I should either confirm 
or deny... 


Mr. Bell (Saint John-Albert): I appreciate 
that, of course. From time to time do you 
have contacts with the companies that are in 
question now, along the lines of your answer 
to my first question? 


Mr. Henry: We certainly have had many 
conversations with both Bell and Northern; 
that is perfectly true. 


Mr. Bell (Saint John-Albert): If, as a result 
of this investigation that is now underway, 
which may take nearly two years, you did 
decide to prosecute a utility monopoly such 
as Bell it would be almost a unique situation 
and there any other examples of this? 


Mr. Davidson: There is the famous case in 
the United States, Mr. Bell, of AT & T and 
Western Electric. Western Electric was the 
manufacturing arm of AT & T. The general 
result of that prosecution in the United 
States was that Western was limited to sell- 
ing basically to the AT & T market. 


Mr. Bell (Saint John-Albert): In other 
words, you do keep a fairly strict watch on 
Bell’s operations, even though they are ina 
very particular field? What I have in mind is 
that if you had not begun your investigation 
you would have felt obligated to follow up 
the particular complaints, for example, that 
DCF made to this Committee about this 
detailed type of thing? 


Mr. Henry: Oh, yes; this is very true. 


Mr. Bell (Saint John-Albert): You have not 
dealt, Mr. Henry, with some of the main 
parts of Northern’s contentions, that their 
objectives are the export market and the 
science and defence of Canada. This appealed 
to us as one of the main arguments for 
permitting some looseness—if that is the prop- 
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er world—in adhering to our laws. Have you 
any comment, generally, on the international 
market and whether there might be some 
permissiveness which could be sorted out 
domestically? I know policy may be in- 
volved here, but what do you think of con- 
sortia to get Canada international trade, 
and that type of thing? 


Mr. Henry: Mr. Bell, that raises, I think, a 
very important field of exploration. First of 
all, as I have already said, we have had 
fairly close contact with, and full co-opera- 
tion from, both Northern and Bell in any 
discussions we have had with them. I have 
always been very much impressed by the 
performance of Northern, particularly, if I 
can put it this way, since the crutches which 
were supplied by the old regime were 
removed by the prosecution of the wire and 
cable companies about 12 years ago. I have 
the feeling that that was of great benefit to 
the industry in that they did develop a more 
competitive spirit on wire and_ cable, 
although I know they have problems in this 
field. At any rate, as far as Northern is 
concerned I am sure that this has been the 
case. Northern has, I think, shown its ability, 
and thereby its efficiency, to penetrate 
foreign markets, and, as Mr. Marquez has 
said, it is successfully doing that in a small 
but nevertheless significant proportion of its 
business. This of course, should be encour- 
aged. 


You have, first of all, the need for 
a company which is efficient enough to 
find the market and penetrate it. As Mr. 
Marquez has pointed out, even Northern does 
not have access to all the markets because in 
some countries there are sometimes insupera- 
ble problems about preference going to the 
local firm, and this sort of difficulty; and you 
also have technological problems, of course, 
as well, which means that one company can- 
not always supply every user’s need for 
equipment because of, perhaps the need for 
compatibility with the user’s other equip- 
ment. 


As far as the consortia are concerned, I 
see no particular problem. Mr. Marquez, I 
think, expressed a little concern about the 
inability of companies to enter into consortia 
_for export. I think he was talking about the 
international market. I can say this that 
there are many areas where a large order, or 
a large job, can be undertaken only by a 
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joint venture, and a consortium for the pur- 
pose of undertaking a particular assignment 
of that kind, or fulfilling a particular order, 
may have to be carried out by a joint ven- 
ture because the order may be so big that 
one company could not undertake it. There is 
nothing wrong in principle, so far as either 
the Combines Investigation Act on general 
market operation are concerned in consortia 
being developed to bid on a particular proj- 
ect that one of the companies could not do 
by itself. It is not the elimination of competi- 
tion; it is a forming of a team. 


The other aspect of it is the possibility of 
combining for export, and members of the 
Committee are aware that the Combines 
Investigation Act does provide for this. Some 
companies have tried to develop such an 
export agreement. I must say that I am not 
impressed by any notable success that some 
of these ventures have had, but others—not a 
large number—have been successful. Howev- 
er, the power is there in the Act. It was 
expressly put in there in 1960. So far as I am 
concerned, this is one of the aspects of the 
operation of a company under the Act which 
can be discussed with me. 


Therefore, you have those three matters 
that I have attempted to cover, but I am not 
sure that I really answered Mr. Bell’s 
question. 


Mr. Bell (Saint John-Albert): Yes. Specifi- 
cally, is bigness important, and does the fact 
that you have not mentioned it in the brief 
prove that it is not a very important factor in 
the decision that you may have to make? 


This was one of the main arguments that 


Northern put forward. Does it weigh very 
heavily in your investigation? Within the 
Act, of course, would you be more ready to 
allow them to indulge in activities that you 
might question if there was not this interna- 
tional benefit to the country as a result of 
them? 


Mr. Henry: I think we would consider that 
their market strength, if aimed at the export 
market, would be perfectly justified. It may 
be that they have to have this strength to 
enter the export market, but at the same 
time one would expect that this should pro- 
duce a benefit, if anything, in increasing 
efficiency in the domestic market. I mean, 
why should the benefit of products getting 
into the export market at perhaps a lower 
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price be taken away from the domestic pur- 
chasers of those products? This is one of the 
problems you meet when a firm is trying to 
get into an export market. It sometimes 
wants to develop a two-price system so that 
the foreign buyers get a better deal than do 
Canadians. I am not suggesting that is what 
Mr. Marguez has in mind, but this is one of 
the things that happen. It is not a question of 
bigness, Mr. Bell. I would like to try to 
explain that. It is not necessarily bigness in 
size that produces the problem. You could 
have quite a small firm which dominates a 
market because it is much more efficient than 
the other firms. The real test is the efficiency 
of the firm because efficiency produces econo- 
mies within the firm which are ultimately 
reflected in the cost of the goods and which 
are ultimately reflected in the price of the 
goods. Therefore by increasing efficiencies 
you end up by producing better quality at 
better prices, if I can put it in sort of slogan 
form. I would like to point out that bigness 
does not necessarily produce efficiency and 
therefore a firm does not necessarily have to 
be big. It may be big but bigness in itself can 
produce diseconomies because they are too 
big, and I am sure that Mr. Marquez will 
agree with this. A particular firm or plant 
may get to the point where it has reached the 
optimum size and then at that stage bigness 
has nothing to do with it all except to pro- 
duce a diseconomy. The point is that I would 
not like to concentrate on: the idea of a firm 
having to become big. I say it has to become 
efficient but to be efficient in that market it 
may have to spend money on research, for 
example, there is no question about this, and 
it may have to have a marketing force. The 
important thing is that it should be efficient 
enough to meet competing firms on their own 
terms. The only real test, so far as the size of 
the firm is concerned, is what is required to 
enable it to do that. 


e (11:50 am.) 

Mr. Bell (Saint John-Albert): I have two 
short questions. You are familiar with the 
application of Industrial Wire and Cable to 
the Board of Transport Commissioners and 
the decision thereon. Although this took place 
in 1963, I wonder how you would justify it? 
I consider that in a general way there is 
some inconsistency in the brief that you have 
presented today. Both Bell and Northern 
were virtually given approval by the Board 
of the Transport Commissioners but you 
have now questioned quite strongly their 
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right in connection with purchasing, and the 
like, through Northern. 


Mr. Henry: Yes. There is an inquiry pre- 
sently going on which embraces this situa- 
tion, this is quite right. Without reviewing it 
fully, I am not at the moment familiar with 
the reasoning behind the Board of Transport 
Commissioners’ decision in Bell and North- 
ern. The point that I have in mind is that 
they held that they would not accept the 
application put to them by Industrial Wire 
and Cable because in their judgment Bell’s 
ownership of Northern was legally valid. In 
other words, that in their judgment Bell was 
entitled to hold the shares of Northern, 
which was the point in issue. As you know, 
leave was sought to appeal that judgment to 
the Supreme Court of Canada and it was 
refused so that is where the matter stood. 
This dealt with the question of the legal right 
to hold Northern. Of course, beyond that I 
am not sure the Board of Transport Commis- 
sioners would have any authority to take 
action should they see fit to divorce the two 
companies. Indeed, as I recall it the Chair- 
man, Mr. Rod Kerr, expressly said that 
because they had come to the conclusion that 
the shareholding of Northern’s shares by Bell 
was valid that they could not then reveal 
what order they would have made if they 


had wanted to come to the conclusion that — 


the two should be divorced. 


Mr. Beli (Saint John-Albert): Do you think 


we could get a satisfactory legal opinion © 


which would help us with Clause 7? You 
mentioned a minute ago that perhaps legal 
advice should be sought, but if it is so mixed 
up in this matter of powers do you not feel 
that if we asked the Department of Justice or 
separate counsel that we might end up with 
a rather woolly opinion as to where all this 
will lead? 


Mr. Henry: That is true, Mr. Bell. I am 
just trying to find my copy of the bill. 


Mr. Bell (Saint John-Albert): While you 
are looking for it, I have another question. 
Are you saying in your brief that it might be 
possible to give Bell the strict financing au- 
thority which they are asking for and us to 
leave some of the other sections until we 
have heard from the inquiry? I want to 
know if these can be separated without doing 
any damage to the inquiry. It strikes me that 
we would look like damn fools if we went 
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ahead with this bill as it now stands and 
granted all this power, and then found out 
that the inquiry was questioning a great 
many parts of the bill. Is it practical to give 
them the financing they are asking for, while 
at the same time retaining the other matter 
for the Commission? I am asking four or five 
questions here because I feel it is important. 
You are suggesting that in this bill we might 
give the Canadian Transport Commission 
more power to deal with this type of thing 
and instead of restricting the powers, as this 
does, you want at least the power that the 
Canadian Transport Commission presently 
has and that if possible that power even be 
extended. 


Mr. Henry: Mr. Bell, I will try to deal with 
all the parts of the question and if I fail to 
do so perhaps you will remind me. It seems 
to me that Clause 7, as I understand the 
general explanation that is given on the right 
hand side of the bill, more than anything else 
was intended by the Company to clarify. As 
I have said, clarification is a desirable thing 
because it settles legal disputes, but it may 
raise other disputes because once you change 
the words you have a new ball game. So far 
as lawyers are concerned this is perfectly 
true. However, I did not gain the impression 
that this is an urgent matter. This is what I 
am getting at, that the matter of clarification 
is desirable but the intention is not to hang 
anything on this in the immediate future. I 
could be wrong but, of course, I am not 
competent to speak for Bell. 


I think that the new Section 5, which 
would be enacted by Clause 7, does import 
some new elements and I think there is a 
very proper legal question to be put to the 
legal adviser, whoever that may be. You 
asked whether this should be the Deputy 
Minister of Justice. He, of course, could be 
approached but I suspect that the Law Clerk 
of the House or some outside firm might 
better be selected. However, the Deputy Min- 
ister of Justice can speak for himself on that. 

In the new definition you have the words 
“power to transmit, emit or receive”, which 
seem to add the words that were previously 
in force in the 1948 act. That appears to me 
to open up the possibility that new activities 
could be embraced by this new definition. 
“Transmit, emit or receive” suggests to me 
some kind of broadcasting, and it does not 
expressly say ‘on behalf of others”. It seems 
to contemplate that it could be on behalf of 
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Bell itself. In that respect, if I could just 
revert for a moment to Mr. Reid’s questions, 
it appears to me that it goes beyond the 
normal function of a common carrier if at 
the same time it can be the broadcaster as 
well as furnishing services to broadcasters. 


Mr. Rock: May I ask a supplementary 
question, Mr. Chairman? It seems that it has 
been established that Bell has to be a com- 
mon carrier, but where can you prove that it 
has been established that they are a common 
carrier only? 


Mr. Henry: Mr. Chairman, I have not 
attempted to establish that except in 
respect... 


Mr. Rock: This is your direction. 


Mr. Henry: With respect, Mr. Chairman, I 
do not think I am here to give direction to 
anybody. I am here to attempt to assist. 


Mr. Rock: Pardon? 


Mr. Henry: Mr. Chairman, I am not here 
to give direction to anybody. I am here to try 
to be of assistance. I have not said that Bell 
is a common carrier in any field except that 
in which the statute makes it so, which is the 
field of telephone service, and I suggest it is 
a common carrier in that field because it is 
required to provide service to all comers. 
That is in this statute which in effect pre- 
scribes, if I can find it... 


e (12 noon.) 


The Vice-Chairman: While Mr. Henry is 
looking for the information in answer to that, 
would the Committee agree that we sit until 
12.15 and come back this afternoon? I have 
quite a long list of members who want to 
speak. We would adjourn at 12.15 and then 
come back at about 3.30 after the Orders of 
the Day. 


Is it agreed? 
Some hon. Members: Agreed. 


The Vice-Chairman: So we will carry on 
mitiicn2 1h 


Mr. Reid: Will it be necessary for you to 
go to the House with your report to get 


permission from the House to sit this 
afternoon? 
The Vice-Chairman: No. We have that 
permission. 
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Mr. Henry: I find the provision I am look- 
ing for in the Special Act of the Statutes of 
1902, chapter 41 which 

...provides upon the application of any 
person, firm or corporation within the 
city, town or village or other territory 
within which a general service is given 
and where a telephone is required for 
any lawful purpose, the Company shall, 
with all reasonable dispatch, furnish 
telephones, of the latest improved design 
then in use by the Company in the local- 
ity, and telephone service for premises 
fronting upon any highway, street, lane, 
or other place along, over, under or upon 
which the company has constructed, or 
may hereafter construct, a main or 
branch telephone service or system, upon 
tender or payment of the lawful rates 
semi-annually in advance, provided that 
the instrument be not situate further 
than 200 feet from such highway, street, 
lane or other place. 


That is the basic provision. 
Mr. Rock: Where then does... 
The Vice-Chairman: Mr. Rock... 


Mr. Rock: We are still on that supplement- 
ary. Where does it prove that it becomes a 
carrier? Common carriers carry all kinds of 
things. 


Mr. Bell (Saint John-Albert): I think the 
only part that Mr. Henry did not cover was 
the reinstitution of clause 4, which would 
make the stock approval... 


Mr. Henry: I have said, I think, that in my 
view the new definition of the powers in 
clause 7 goes a bit further than it did before. 
As far as the stock issue is concerned, from 
my point of view, the point there really is 
this. It would be of advantage for the 
Canadian Transport Commission to be able to 
make some judgment about the purpose for 
which shares are to be issued in the sense 
that when you have an acquisition of a new 
company by Bell which is to be paid for by 
the issue of shares, it would give the Com- 
mission an opportunity to place some control 
on that with respect to purpose, which I 
understand they do not do at the moment. As 
I understand their authority at the moment, 
it is to say whether or not they approve the 
price or the terms of sale, whether or not it 
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is an adequate return and so forth, but not to 
disapprove it on the grounds that it is a 
purpose to which they see some objection. All 
I am saying is that it would appear to me 
that rather than remove the control of the 
Commission altogether, it would be more 
appropriate, from the standpoint of the issues 
I am discussing, to have increased it to that 
extent to permit the Commission to say 
whether or not they approve of the purpose 
for which the shares are issued, having in 
mind that in most cases it will probably be 
that companies are acquired by an exchange 
of shares. It is not complete control, I should 
point out, because it would not give the Com- 
mission power to control a cash purchase of 
the shares in another company or to raise the 
money for the purpose by a bond issue. But 
at least, in this manner... 


Mr. Bell (Saint John-Albert): I think that 
Industrial Wire put this case forward and 
perhaps you would agree with them in their 
saying that when new money is required it is 
a responsibility to see that this money is 
stated to be for certain objectives and this 
should be policed quite seriously to see that 
the money is used only for those objectives 
within the company. 


Mr. Henry: I would agree with that sub- 
mission, particularly if we are dealing with 
the part of the Bell Telephone organization’s 
operation that properly should come under 
regulation; that is, the public utility part or 
perhaps the part that we have been discuss- 
ing as the common carrier part. 


Indeed, one of the points that the Commit- 
tee might wish to bear in mind, Mr. Chair- 
man, is that after all, if you are starting to 
do this with Bell Telephone, you must bear 
in mind that there are other telephone com- 
panies who are also to a much lesser extent 
in the same position—and I do not mean as 
far as their market power is concerned, 
though that could be—and who also should 
be brought under any such legislation in a 
common way. You do not want to penalize 
Bell by placing it under particular restraints 
that other telephone companies are not under, 
it would appear to me. 


Mr. Bell (Saint John-Albert): But you do 
not have any fears concerning the relation- 
ship of the rate to this financing? It appears 
to me that in your brief you divorced your- 
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self from any mention of where the rate 
would fit into any sort of new financing. 


Mr. Henry: For telephone service or with 
respect to shares? 


Mr. Bell (Saint John-Albert): Well, some of 
those who submitted briefs have been wor- 
ried that the new rate regulations with 
respect to earnings might cause Bell to 
manipulate the market and thus bring about 
a higher rate. You would not worry about 
this? You do not think we should try and 
fasten to the new financing request any sort 
of stipulation which would tie them down on 
the rates any more than they are at the 
present time? 


Mr. Henry: This is perfectly true. I have 
not mentioned this but if you would like 
some further elaboration, Mr. Davidson 
might do this. But I think you are talking 
particularly about the issue of preferred 
shares which might give rise to the problems 
which I think were discussed in this connec- 
tion, but at the moment we do not see this as 
having a very great bearing on the issues 
that I have discussed, although there is a 
factor here which might be explored. I think 
the reference that you have made, Mr. Bell, 
is to the question of leverage. 


Mr. Bell (Saint John-Albert): Is the new 
method of 1966 dealing with permissive earn- 
ings to the rates—I have forgotten the exact 
terms but the brief has been very helpful 
and that is my last question. But if Mr. 
Davidson wants to reply to this, I think it 
will help us because it looks as though there 
is some case for giving Bell the financing 
requested. I am not speaking for everybody 
but it seems to me that with one or two of 
these stipulations this is desirable and in 
everybody’s interest. I would like to know if 
any of the witnesses want to comment on 
this part with respect to rates? 


e@ (12:10 p.m.) 


Mr. Davidson: Mr. Bell, I think that it is 
‘conceivable that by judicious choice of issue 
of preferred shares or by issue of bonds, for 
that matter, the effective return to the com- 


mon shareholders of Bell could be raised. But 


| 


this is a problem of effective regulation and 
it really is not our bailiwick. This is the main 


| reason that Mr. Henry has not referred to the 


| 


matter. It clearly seems to us a question for 
the regulators and not for the Combines 
Branch. 
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Mr. Bell (Saint John-Alberi): But surely 
someone has the responsibility to see that 
Bell do not manipulate rates in such a way 
that there is an improper diversion of funds 
within their organization to competitive 
sectors? 


Mr. Davidson: I am not sure I understand 
the question, Mr. Bell. 


Mr. Bell (Saint John-Albert): I do not have 
the quotes here but they are in some of the 
briefs that were presented. I think the 
municipalities of Ontario were the ones that 
made this point quite strongly. They were 
not accusing Bell of insincerity but were 
worried that the new method in which they 
use earnings might bring about a situation 
where the telephone rates were being 
manipulated by Bell in such a way that it 
would bring about a situation whereby the 
telephone users would be paying for the 
activities of Bell into these other sectors of 
competition. 


Mr. Davidson: On that point, Mr. Bell, I 
think Mr. Henry did refer to our concern 
that a proliferation of Bell’s activities into 
the non-regulated area might make it more 
difficult for the regulatory authorities to 
effectively regulate the regulated part of the 
activities, namely the telephone rates. 


Mr. Bell (Saint John-Alberi): If we are 
going to take your suggestion that they 
should police to a certain extent the final use 
of the new funds that Bell might be getting, 
then I think you have to recognize that you 
would have to get ‘into some degree of this. 
That is my only argument. But I have taken 
time enough; I am sorry, Mr. Chairman. But 
I think the brief has been very helpful. 


The Vice-Chairman: Well, I think it is 
pretty close to 12:15. This Committee will 
adjourn. If you want a list of those members 
who asked me to speak they are: Mr. Deach- 
man, Mr. Groos, Mr. Orlikow, Mr. Rock, Mr. 
Emard and Mr. Southam. 


Mr. Emard: Mr. Chairman, on a point of 
order. 


The Vice-Chairman: Yes, Mr. Emard? 


Mr. Emard: I have been informed this 
morning that the translation system was not 
working. I hope it will be repaired for this 
afternoon because I have a number of ques- 
tions I would like to ask. 
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The Vice-Chairman: It may be that this is 
the reason we are asked to adjourn so early, 
Mr. Emard; to give them time to repair it. 


AFTERNOON SITTING 


The Vice-Chairman: Gentlemen, we are 
ready to proceed with our afternoon meeting. 
Mr. Deachman, you are first on my list. 


e (3:30 p.m.) 


Mr. Deachman: Mr. Davidson, if I heard 
you correctly this morning, you indicated, 
among other things, that you were examining 
Bell to appraise the effect on the public 
interest. In doing this will you, for example, 
compare Bell service with that rendered by 
other companies in other places? For exam- 
ple, will you compare it with service in Brit- 
ish Columbia where another company oper- 
ates? Will you compare it with service in 
those provinces where the government oper- 
ates the system? Will you compare it with 
the service in the United States, where free 
enterprise reigns? Will you compare it with 
the service in England where the system is 
socialized? Would you comment on that? 


Mr. Davidson: Mr. Deachman, the problem 
here is that the Combines Investigation Act, 
as I have said, does not apply to the Bell 
Telephone services as such and it is pretty 
early to say at this stage whether it becomes 
part of my task to consider the relative mer- 
its of the service furnished by different com- 
panies and different systems under different 
forms of regulation. 


As I tried to say in the brief this morning, 
our entry to the field that we are dealing 
with through the Combines Investigation Act 
is through the goods which are produced by 
the subsidiary of Bell Telephone and the 
whole process by which it goes about getting 
those goods. One important factor from the 
standpoint of the subscriber to Bell service is 
whether or not Bell is getting, or can contin- 
ue to get in future, those goods and items of 
equipment at the best price, because if they 
are not getting it at the best price presuma- 
bly it is going to be reflected in the subscri- 
bers’ rates. 


You will see from what I am saying that 
any attention we give to the excellence of the 
service given by Bell as a telephone company 
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is really not within the scope of our authori- 
ty under the Combines Investigation Act. If 
we deal with it it would be only to show the 
effect on that service and the cost that must 
be paid for that service by the subscribers 
because of what we consider may be a ten- 
dency to monopolize the market in equipment. 
Now it is a rather roundabout way of putting 
it but that of course is what I am bound to 
do because of the legal coverage of the Com- 
bines Investigation Act. Therefore I am not 
at the moment pursuing an inquiry to deter- 
mine whether Bell is in fact providing good 
service or could provide better service, to put 
it in the terms that you have suggested. 


Mr. Deachman: Am I right in saying then 
that when you have concluded your investi- 
gation and when we have the report we will 
really be no wiser as to whether Bell gives 
superior service in relation to other compa- 
nies than we were at the outset of your 
investigation? 


Mr. Davidson: I think that is probably 
true, Mr. Deachman, but I think a considera- 
tion which will have to be kept in mind in 
the course of the inquiry is the extent to 


which the existing arrangements for the sup- 


ply of goods or equipment might affect the 
adequacy of the _ service 


if they were > 


changed. I think this is certainly something © 
that has to be borne in mind during the © 


inquiry. 


Mr. Deachman: Is it not correct that you 
are speaking here not about goods which 
pass into the hands of the consumer but 
goods which are consumed in the industry? 


Mr. Davidson: Consumed where? 


Mr. Deachman: Consumed in the industry. 
You are not speaking about goods which gen- 


FSR Dae ae 


erally pass to the consumer because they do 


not, do they? 


Mr. Davidson: Well, except that the com- 
panies which are competing with Northern, 
in part of their operations, may be supplying 
other goods to the consumer and their com- 


petitive position may be affected by the posi- 


tion of Northern and Bell. 


Mr. Deachman: What did that famous 
investigation in the United States into AT&T 
and Western reveal in relation to the impact 
of the practices of these companies on the 


pi 


or 
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public interest, in what way were they acting 
inimical to the public interests, and what did 
the investigation do to relieve this? 


Mr. Davidson: I think the American courts 
took the view that the position in which 
Western found itself in competing for the 
non-AT&T market gave it a competitive ad- 
vantage unrelated necessarily to its efficiency 
and the result of the whole process was that 
basically Western was subsequently restricted 
to supplying the AT&T market. 


Mr. Deachman: Did this restriction result 
in a reduction of rates or an improvement of 
service which was evident to the public, or 
did it produce any measureable advantage to 
the public? 


Mr. Davidson: I think the concern was that 
the effects of Western’s operations were felt 
outside the telephone industry. The objective 
was not particularly to modify the operations 
of the telephone industry but was concerned 
with the development of monopoly in areas 
outside the telephone industry. 


Mr. Deachman: Did you have something 
further you wanted to say on that? 


_ Mr. Henry: Mr. Deachman, I do not have 
| the judgment in front of me and if the Com- 
mittee needs more information about that we 
will obtain it and try to inform you more 
fully. But the allegation made in that case 
which resulted in the judgment was that the 
absence of effective competition in the supply 
of equipment had resulted in higher prices 
paid for telephone equipment and higher 
subscriber rates. As a result of that allegation 
the court found in favour of the Federal 
Government and made the order which 
indeed divorced the organization’s operations 
from the general market in the first place 
and required AT&T to provide services 
only to the Bell organization. While we are 
on that case, Mr. Deachman, I might add that 
there is another case of quite recent origin 
‘which Mr. Davidson might very briefly 
explain. I am not sure how much information 
‘is known about it but it concerns the attach- 
ment of other equipment to the common car- 
rier system that the Bell organization runs. 
Could you explain that very briefly? 


_ Mr. Davidson: I do not have the details at 


“my fingertips but I think, as Mr. Henry put 
to the Committee earlier, from the point of 


view of the Combines Investigation Act we 
see two areas of danger, one of which is the 
possibility that markets for the supply of 
goods to Bell may be foreclosed to competi- 
tors of Northern or other subsidiaries which 
Bell may acquire or incorporate. 

The other area concerned, which we also 
looked at this morning, is where the control, 
if you like, of the electronic highway permits 
the controller to decide who will be permit- 
ted to attach his equipment to that highway. 
There was a recent case in the United States 
in which, as a result of the judgment, as I 
understand it, AT&T will have to permit the 
use of non-Western equipment as long as it 
meets the appropriate standards of technical 
performance. 


e (3:40 p.m.) 


Mr. Deachman: Evidence was given before 
this Committee at one of the other hearings 
that there is a tariff protecting manufactured 
goods used in the communications business in 
Canada of approximately 20 per cent. What, 
in your estimate, is the impact of this tariff 
on the restriction of competition and on 
price? 


Mr. Davidson: I think it would have to be 
said that the effect is variable because, as 
Mr. Marquez pointed out in his evidence, in 
some lines Northern is not only able to sell at 
a price in effect without any tariff, but it is 
able to jump over the American tariff wall 
and still sell its products profitably. That 
relates to a particular line of business. In 
that line, obviously, the tariff is not needed 
by Northern Electric in order to operate in 
Canada. There are no doubt some lines in 
which it is needed, and there would be other 
lines which would fall in between. 


Mr. Deachman: We have noted in this 
Committee that The Bell Telephone Company 
is regulated as to its rates; it is regulated as 
to its profits; it comes under your department 
for regulation of its major subsidiary under 
the Combines Investigation Act and it is 
regulated as to its charter by Parliament. 
When I look at these regulating bodies who 
regulate its rates, profits and methods of 
doing business, I wonder just who is respon- 
sible for the overall regard as to how this 
company can continue to acquire the capital 
that is necessary to expand in the very rap- 
idly expanding and changing communications 
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business. In the course of making your inves- 
tigation, what sort of an assessment are you 
making of the very real necessity for a com- 
pany in the communications business in 
Canada to find enormous new fields of capi- 
tal to keep current with world development? 


Mr. Henry: I think that is a very fair 
question, Mr. Deachman. We, of course, have 
to weigh these factors. I have tried in a very 
small way in the brief to indicate that there 
is more than one side to the story, and that 
the side I am presenting, which has a certain 
direction to it, will, of course, have to be 
balanced off against other factors. You are 
perfectly right about that. 

I would like to say, if I could go back over 
it for a moment, that the ultimate judgment, 
if we are to have a published report, will be 
made by the Restrictive Trade Practices 
Commission. That is a body which is not 
under the control of the Combines Branch 
because, aS you recognize, the Combines 
Branch has the function of investigating 
facts and preparing them to place before the 
Restrictive Trade Practices Commission. The 
Commission has the function of making the 
report. That division of jurisdiction came in 
1952 or thereabouts. 

Therefore, I just wanted to say that while 
I will be forming some conclusions, I am not 
an arbiter or anything like that. I simply 
have to form some kind of judgment which 
will make me decide whether there is any- 
thing that I should put to the Restrictive 
Trade Practices Commission and then place 
before them all the facts that are necessary 
which have been gleaned in our inquiry, in 
order to let them, then, examine those facts 
and, also, call upon the companies involved 
to state their side of the case. 


So, before any report is made, or any 
information about this is given out or any 
judgments of a final kind, are formed not 
only would the results of my inquiry be 
submitted to the Commission, but the side of 
the case of Bell Telephone, Northern and 
whoever else might be involved in it would 
also be submitted. On the basis of the weigh- 
ing up of all sides of the case, the report 
would be written. That is what would hap- 
pen if we decided to go that route, as I 
mentioned this morning, because we have 
another route that is going to the courts; but 
we are far from that at the moment and I 
only want to point out the alternatives. 
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You mentioned that there seems to be a 
great deal of regulation in the picture here. I 
just want to go over that ground very briefly 
again. Bell Telephone is regulated with 
respect to the matters you mentioned only so 
far as telephone rates are concerned. That is 
the area of jurisdiction of the Commission. 
The other services that Bell performs, other 
than providing telephone service, are not 
subject to regulation by either the Commis- 
sion or the Combines Investigation Act. The 
manufacturing part of the whole organiza- 
tion, that is the supply of goods flowing to 
Bell, which, as I said, has an ultimate impact 
on the subscribers’ rates, is under the Com- 
bines Investigation Act and this is my jus- 
tification for entering the field. 


I am therefore concerned, in entering this 
field, with the ultimate impact on Bell itself 
as a purchaser. Of course, this is not in the 
picture, but to take a very extreme example, 
Bell Telephone as a purchaser of equipment 
could be subjected to a combine or an inter- 
national cartel and would thereby be placed 
at a disadvantage as a user of the equipment. 
Then you have a further interest, mainly 
that of the general consumer; that is the 
consuming public who use the telephones, 
who are entitled to the best rates and, of 
course, the best service. We all know that to 
get the best service we perhaps have to pay 


‘ 
i 


for that service. But our concern is whether > 


or not, considering the way the machinery 
works and the way the market is set up, Bell 
is getting the best economic arrangements it 
can in the purchase of its supplies and the 
subscribers are getting the best arrangements 
they can in relation to the rates they have to 
pay. Now, those are our concern. 


We are not particularly concerned with the 
excellence of the service that Bell renders 
because services as such do not come under 
our Act. But in sorting out the facts and 
forming conclusions on them, it would of 


course be necessary for us to decide in our — 


own minds, before we take the case beyond 


the investigation stage, what the implications 


would be of attempting to take the whole 
case in the direction of a particular remedy. I 
have no such remedy in mind at this point 
because, as I say, I am not attempting to 
form any judgments. I am merely gathering 
facts, but it is quite obvious that you could 
bring about arrangements in the market 
which would impair the system as we now 
find it. This, of course, would have to be 
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avoided and this is where the judgment 
comes into the matter. 

You can take it for granted, if I can 
answer your question in a general way, that 
the effect of any conclusions that we might 
reach and recommendations that might ulti- 
mately be made would have to take into 
account all the implications with respect to 
the deal that Bell gets in its procurement; 
with respect to the implications for the ser- 
vice because, as I said in my statement, the 
service is important, and with respect to its 
financing. 


Mr. Deachman: Did I understand you to 
say that you are not concerned with the 
excellence of the service? 


Mr. Henry: Not directly, Mr. Deachman. I 
am not here to regulate Bell in any way and 
attempt to say it should be providing a better 
service. If Bell were not subject to the regu- 
lation of the Commission in respect of its 
telephone service and if the whole of its 
operation were under the Combines Investi- 
gation Act, I would say that my concern 
would be to see that competition produces 
the best kind of service. Now, we are not in 
that kind of industry, I think you will agree, 
Mr. Deachman; we are in what I would try 
to describe as a public utility kind of indus- 
try. Therefore, on Bell’s service you do not 
expect the same kind of competition to devel- 
op simply because of the physical structure 
of the assets, as you would in the case of 
manufacturing boots and shoes, or electronic 
tubes, or something like that. They are quite 
different. 


The railways have demonstrated our prob- 
lem in that respect. Great utilities stretching 
across the country cannot be proliferated 
because there comes a point where you have 
chaos, and so we accept that you have what I 
might generally describe as a _ natural 
monopoly, but you understand that it is not 
quite that, because there are other companies, 
but generally a natural monopoly which we 
have placed under regulation as a utility. 
Therefore, having accepted that situation, 
you then must look to see where Parliament 
has intended competition to operate, and I 
say it has intended competition to operate in 
two fields: the non-telephone services of Bell, 
which are not covered by any form of regu- 
lation, including the Combines Investigation 
Act, and the procurement of goods, which 
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puts Bell in the position of being a purchaser 
of goods. 


© (3:50 p.m.) 


I have tried to show you this morning that 
although it is a purchaser, it also is the 
controller of its subsidiary, and is in a posi- 
tion to dominate the market; and that brings 
me to one other point: that is, there are 
people concerned in this market other than 
the users of the telecommunications equip- 
ment that Northern makes. Northern does 
make other products which have nothing to 
do with telecommunications. If Bell’s 
strength in the market enables it to support 
Northern to the extent of enabling Northern to 
dominate the non-Bell market, that, of 
course, would be a situation over which we 
would have some concern. Mr. Zimmerman 
explained that he had had some problem 
about that, and I think he explained to you 
that he had been to see us about the matter, 
but it also turned out that we could not see 
any cause for an inquiry in that particular 
case, and therefore we did not proceed to 
move against Northern on the basis of that 
complaint, as Mr. Zimmerman has, in effect, 
told you in the Committee, simply because 
we did not think that Northern was doing 
anything that was contrary to the law; that 
is the way it works. 


So it is a question of objective judgment in 
each case. But the point is there; the point is 
there. It would be possible, although it has 
not actually happened, as far as I know, for 
Northern to dominate the non-Bell market in 
matters like wire and cable, and ultimately 
screwdrivers and things like that, which as 
Mr. Marquez explained, are also produced. 
So the general public, the consumer generally, 
has an interest in that, because it goes into 
housing wiring, it goes into such minor mat- 
ters as screwdrivers, and we have some con- 
cern there, although I am far from saying 
there is anything here that is wrong; I am 
simply saying that that is an incident of this 
whole package that I have been describing. 
That is why we are looking at it. 


Mr. Deachman: Thank you. 
The Chairman: Mr. Groos. 


Mr. Groos: Mr. Henry, I have been very 
much interested in what you have had to 
say. Your remarks have been very helpful. I 


412 


think you said that investigations by your 
—would you call it a directorate? 


Mr. Henry: Yes; we informally call it the 
Combines Branch, Mr. Groos. 


Mr. Groos: Well, investigations by your 
Combines Branch can be initiated by the 
Minister, or by any six citizens of Canada, or 
on your own initiative; is that correct? 


Mr. Henry: Yes. 


Mr. Groos: And I think you said that you 
do not recall any cases being initiated by the 
Minister. 


Mr. Henry: That is correct; 
experience. 


Not iM! My 


Mr. Groos: Is this Minister we are refer- 
ring to the Registrar General now? 


Mr. Henry: Yes, sir. He is the Registrar 
General now; he used to be the Minister of 
Justice, and then briefly the President of the 
Privy Council, and now he is the Registrar 
General. 


Mr. Groos: You would not get the Minister 
of Transport, for example, initiating an 
investigation ina... 


Mr. Henry: Well, he might, sir. I had an 
investigation which was initiated in effect by 
the Minister of Veterans Affairs, but he has 
no power to do that; I am only talking about 
the legal power. What I was saying is that 
the minister who has the responsibility for 
the Combines Investigation Act does have 
power to initiate an inquiry, and so does the 
general public; but what I did not say this 
morning, because my lecture was already a 
little too long, is that 99 per cent of the cases 
are initiated by the Director on his own 
initiative. What this means is that he takes 
complaints that come from all over the coun- 
try. They may come from a minister, from 
another department, from a member of the 
public, that is a consumer, or from a busi- 
nessman who makes a complaint about not 
being able to get supplies, or something of 
that sort; but invariably, no matter where 
the complaint comes from, the same treat- 
ment is given to each complaint, and it is 
considered to see whether there is reason to 
believe that there is an offence. The result is 
that we have a very large number of inquir- 
ies' in progress, so that, in a sense, the six 
citizens’ application adds very little to’ the 
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picture because if one citizen wrote in with 
the same facts and we thought that they did 
disclose an offence and required an investiga- 
tion, we would do it, even though it was one 
citizen and a completely informal complaint. 

As far as the Minister is concerned, I 
think, to put the matter briefly, he is aware 
that we deal with all complaints on this 
basis. We have frequent references through 
our Minister of complaints made by citizens 
and they are simply routed down to the 
Combines Branch and they are dealt with in 
the normal way. So the Minister has never 
required formally to instruct the Director to 
commence an inquiry. Am I making myself 
clear? 


Mr. Groos: Yes, you are, indeed. This 
seems to me a pretty big order, particularly 
when you are acting mostly, in 99 per cent of 
the cases, aS you say, on your own initiative, 
and your branch also has consultations from 
time to time with companies to establish 
whether they are liable to be doing anything 
illegal before mergers, and so forth. It seems 
to me that the arrangements are a little hap- 
hazard, but I wonder just what it was that 
triggered off this investigation which you 
revealed this morning has been under way 
with regard to Bell. If I understood you 
correctly, it was not until after The Bell 
Company had acquired Maritime Tel. and — 
Tel. back in August of last year and the 
provincial government of Nova Scotia had 
expressed some concern in this in the legisla- 
tion that they passed that you undertook to 
make this investigation, which I think you 
said started in November. I myself would 
have thought that the investigations into the 
case in the United States, which seems to 
have been somewhat parallel—the AT & T 
and the Western Electric—might have trig- 
gered off an investigation such as this a little 
sooner. Is this because you have some short- 
age of staff, or is it just that you never got 
around to it, or could you help me out there? 


Mr. Henry: Yes, I think that is a very fair 
question. Perhaps it is a combination of those 
matters. I would like to say that merely 
because an industry in the United States is 
the subject of an anti-trust investigation does 
not mean that we should automatically do 
the same in Canada. This is because the 
circumstances may be different; all I want to 
say is that we do not necessarily simply 
follow suit. Companies are different, anyway. 
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Your other question I would answer by 
saying that for some considerable time before 
they started the inquiry last year, we had 
been looking quite intensively at what was 
happening in the field. Now, bear in mind 
that Bell Telephone as a service industry is 
not one of the industries that we automati- 
cally move towards in terms of combines 
legislation, because the service part of it does 
not come under the Combines Investigation 
Act. 


We could think of other industries which 
are in the same position which we do not 
particularly try to get into because we know 


- that there is a very large area of their activi- 
ty which is not covered. There are others 


which are subject to some form of provincial 
regulation which we know, if we get into it, 


will probably raise the question of whether 


we are into a field that is already covered by 
regulation and the courts will ultimately tell 


us that the Combines Investigation Act does 


— 
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not apply. That was the result in the Canadi- 
an Breweries case, you may remember; so we 
tend to give a lower priority to cases that we 
think we may not be able to put through 
successfully because of a legal point like that. 


© (4:00 p.m.) 


Now, in the third place let me say that 
while we have been giving considerable 
attention for, I would say, at least two or 
years—by considerable attention I 
mean fairly intensive work on the Northern 


Bell relationship for two or three years 
before I started the inquiry—this was pre- 


liminary only, and designed to inform our- 
selves as best we could by informal discus- 
sions and from public sources what the 


_ Situation might appear to be. 


I was receiving advice from my staff who 


are expert in this field, particularly the gen- 
_ tlemen who are here with me today, that a 


Situation was developing here that required 
some attention, and it was the acquisition of 
Maritime Telegraph and Telephone which 
convinced me that the time had come that we 
should now make the move, because I felt 


| that what Bell was doing was embarking on 


a course of taking over major telephone com- 

panies where it could. Obviously this had the 

effects that I have spoken of, of eliminating 

considerable sized, firms as markets for 

independent producers of equipment, which 

again was the only business that I have get- 
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ting into this particular subject matter. It 
was therefore, if you like, the last step in the 
unfolding of Bell’s plans that caused me to 
start the inquiry at that particular time. 


Mr. Davidson: I think it would be worth 
pointing out perhaps that the Maritime Tele- 
graph and Telephone acquisition was the 
third major acquisition in 1966, and this had 
quite some bearing on the timing of the 
inquiry. 


Mr. Groos: I want to pursue this business 
of the staff. Do you feel you have an ade- 
quate staff to be able to handle the job that 
your branches are given? 


Mr. Henry: I am on public record. I report- 
ed this in my annual report two years ago, 
and it was the subject of some debate in the 
House of Commons. 


Mr. Groos: I am asking that question 
because I am a little bit disturbed by your 
statement that your investigations have 
already been going on for a year. You say 
you think they may go on for another two 
years, and I think you frightened me consid- 
erably when you said that one case went on 
for 12 years. Would that by any chance have 
been the investigation of the sugar combine? 


Mr. Henry: No, no. The case that I 
referred to was the shipping containers case, 
that is in the paper industry. Corrugated 
shipping containers, and the 12 years I 
referred to—I think my period is about right 
—were from the commencement of the 
inquiry until the courts finally disposed of 
the matter. That was a very sophisticated 
case, you see. But I am talking about from 
the beginning of the inquiry until the final 
disposition by the courts. You recognize that 
the proceedings in the courts may take as 
long, if not longer, than the inquiry. The 
inquiry itself, in that case, I would say took 
about five or six years. 


Mr. Groos: Five or six years; the inquiry 
of this case will take about three years. 


Mr. Henry: I think so, I would hope we 
would. I am giving myself a little bit of 
leeway here; we should be abie to do it 
faster than this, Mr. Groos. This is something 
I make no bones about. One of the problems 
that keeps me awake at nights is how we can 
speed up our inquiries. But you understand 
that where the Act says I have to commence 
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an inquiry in certain circumstances it is very 
easy for an inquiry to start, but it is very 
difficult to bring all your other inquiries to a 
conclusion because the staff are continually 
being diverted for temporary or longer peri- 
ods of time on new work which must be 
done; when the complaint comes in and it is 
a clear case to investigate, you must move on 
that while the evidence is available. Do you 
see what I mean? 


Mr. Groos: I do. 


Mr. Henry: Once you have got your initial 
evidence in, then you can proceed more lei- 
surely. In my last annual report—I have 
forgotten how many and I am subject to 
being corrected—I think we have something 
like 80 inquiries in progress, or is it 90? It is 
a substantial number for a small staff. 


Mr. Groos: That was going to be my next 
question. Would it be fair to ask you about 
how many inquiries you have before you 
now? 


Mr. Henry: I think 80 or 90 is correct, but 
it is in my annual report, a copy of which all 
members have. 


Mr. Groos: I do not think we all get 
around to reading all the annual reports. 


Mr. Henry: I am just giving you a ready 
reference, sir. 


Mr. Groos: You made reference more than 
once in a certain context to the fact that you 
did not think it was a very urgent matter 
that clauses 7 and 8 should be passed as far 
as Bell Telephone are concerned. I was won- 
dering whether this lack of urgency was in 
any way connected with the fact that you 
thought this case might take you that length 
of time? 


Mr. Henry: Not really; not really at all. Of 
course it does have a bearing, but I was not 
really mentioning it in that context. First of 
all I did say, if I remember correctly, that 
Bell must speak for themselves on that. I had 
merely assumed, because they were saying 
they wanted the powers clarified and the 
terminology modernised and, if I understand 
them correctly, I believe they told the Com- 
mittee they do not think they are asking for 
new powers, that some form of a holding 
action on that particular clause would not be 
likely to do them very much harm. 
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Of course, only they can say whether it 
would. I do not purport to speak for them. I 
say the same about clause 8, the power to 
acquire companies, from which I excluded 
research because I can imagine that perhaps 
if they have research plans they might wish 
to move forward immediately on that. But 
again, they would have to tell you how 
quickly they find the need to use these new 
powers. 


Mr. Groos: Would you say that you are 
moving as fast as you can now, because this 
is the time when the evidence is available on 
this Bell case? 


Mr. Henry: I am not sure that I understood 
your point about the evidence, sir. 


Mr. Groos: I think you said that sometimes 
you feel you are obliged to divert from other 
work because the evidence is now available. 


Mr. Henry: No, I am thinking about a case 
which is quite different from this. I can say 
to the Committee that there will be no 
difficulty in getting evidence from the compa- 
nies involved here, because I know without 
even asking the question that the evidence 
will be available to me as soon as I ask for it 
and the witnesses will appear as soon as I 
ask them to do this. 


But in the usual sort of case that turns up 
on our desks you have to get the evidence by 
surprise, so to speak, before somebody spirits 
it away. You have to move while the wit- 
nesses have the things in mind that the com- 
plainant is talking about. You have to pick 
up documents that are now current which 
you think are there, and which may not be 
there if you go six months later. This could 
be for no particular improper reason, but it 
is just that when evidence is what I might 
call “hot” you should go and pick it up. That 
is my only point. 


Mr. Groos: Yes. Perhaps we could get back 
to this matter of the number of persons you — 
have in your branch. Before I do that could 
you give me some rough estimate of how 
their time is divided between giving decisions 
upon possible merger consultations with com- 
panies and the real work of your branch, the 
other part of the work of your branch, in 
investigations into the Combines Act? 


Mr. Henry: You understand sir, that I 
regard consultations on mergers as part of 
the real work of our branch. I think it is a 
very important part of the work because, if I 
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might put it this way, if a company comes in 
to see us and says, ‘“‘we would like to under- 
take a certain merger”, and I say to them, 
“all right”, I will do what has to be a crash 
program for them, and in the course of a 
reasonably short time tell them it is indeed 
all right to proceed with that merger, then 
they know in the first place that they can 
undertake it without precipitating an inquiry 
unless, of course, the facts change and there- 
fore they have advanced the matter and we 
have as well, because we have already done 
our homework on that particular case so 
when the merger comes along we know how 
to treat it. On the other hand, if I tell them 
that if they merge I will commence an inqui- 
ry, they know what that issue is. In most 
cases they do not undertake the merger, 
although there have been some cases when 


they have done so, and they are perfectly 


entitled to challenge my view on it. If they 
do not undertake the merger that is, if you 
like, a disposition of that particular case in a 
very short space of time. It is just as effec- 
tive, much cheaper and much less embarrass- 
ing to the parties than if they had done it 
first and then I started the inquiry and we 
ended up in the court or before the Commis- 
sion, and at great expense to both the Crown 
and the parties before the case is finished. I 
regard this as a very important and effective 
part of the work. 


e (4:10 p.m.) 


The section of the branch of which Mr. 
Davidson is the Director is the Merger and 


- Monopoly Section and they devote their 


attention almost exclusively to merger and 
monopoly problems. We have other sections. 
We have the Combination Section, which 
deals with combines, that is, conspiracies in 
restraint of trade. We have the Trade Prac- 
tices Section, which deals with such matters 
as price discrimination and predatory pricing 
and it handles cases on misleading price 
advertising, which I am sure you have seen 
something of, and it also handles resale price 
maintenance cases. Those are the three sec- 
tions in the branch which correspond to the 
broad divisions of the Act. 


We also have a legal section in the branch 
which is responsible for taking over the legal 
side of the work and advising the other sec- 
tions in the course of their inquiries. We also 
have the Research Section, which devotes its 
attention to what we call research inquiries, 
which are inquiries that are not designated 
to lead to the laying of a charge but are 
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made under section 42. We do not expect to 
find evidence of an offence but we expect to 
find a situation which restrains trade which 
probably should be dealt with and some 
recommendation made in due course by the 
Commission. 


Mr. Groos: So, Mr. Henry, when a case of 
some urgency comes in, it comes into a cer- 
tain section of your department and it leap- 
frogs over everything else in that one section. 
Other things have to drop back until that one 
case is dealt with. Is that... 


Mr. Henry: Until the case is started, yes. It 
could happen the way you Say. 


Mr. Groos: It is not a matter of diverting 
those people who deal with merger consulta- 
tions over to the disbursal cases. 


Mr. Henry: No. Generally speaking the 
merger and monopoly people concentrate on 
that work. 


Mr. Groos: Perhaps in this Committee we 
might help you by beefing up that section in 
your branch which deals with combines cases 
so that we could get a little more speed out 
of some of these... 


Mr. Henry: Yes. That would be quite 
appropriate. I would like to say, Mr. Groos, if 
I may, that our problem is not entirely one of 
having the resources to get the personnel. It 
is also one of attracting the personnel. You 
see, we are rather particular about the class 
of officer that we take into the branch 
because the work and the implications of 
what happens are such that we feel we ought 
to devote the attention of superior officers to 
the work. It is not just a question of waving 
a wand and providing us with more funds, or 
something like that. We need to get access to 
the people. 


Mr. Groos: At this point you are not hiring 
any Bell Telephone lawyers! 


I have one further very short question. Are 
you looking into the matter of subscriber 
rates across Canada in the various telephone 
companies? 


Mr. Davidson: No, Mr. Groos, we are not 
doing that at the moment. As I tried to 
suggest earlier, we would be concerned if 
there was some indication that a change in 
the procurement methods presently used by 
Bell might affect the rates, but our problem 
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is not to determine whether the rates in the 
Bell system are the same, less or more than 
the rates elsewhere because we are really 
concerned with the impact on the state of 
competition in the supplying industry. 


Mr. Groos: Thank you, Mr. Chairman. 


Mr. Orlikow: Mr. Chairman, I would like 
to begin by pursuing for a moment or two 
the question that Mr. Groos was dealing 
with. How many people are presently on staff 
in your division? 


Mr. Henry: On our staff, Mr. Orlikow? 
Mr. Orlikow: Yes. 
Mr. Henry: We have 101. 


Mr. Orlikow: You have 101. Could you 
break that down? How many of them... 


Mr. Henry: This is our establishment, Mr. 
Orlikow, and it is not full. We have 42 offi- 
cers, I think it is, including myself. These are 
professional people who are working on 
investigations and handling the preparation 
of cases in court, assisting counsel, and so 
forth. 


Mr. Orlikow: 
secretarial staff? 


Mr. Henry: Yes. The balance would be the 
supporting staff; the clerical and secretarial 
staff, and so on. 


The balance would be 


Mr. Orlikow: Of the 42 officers could you 
give me some idea—and I have broken it 
down into three possibilities—how many 
would be lawyers and how many, if any, 
would be economists and how many would 
be statisticians? There may be other 
classifications. 


Mr. Henry: Roughly one-third would be 
lawyers and the other third would be people 
with an economic background. 


Mr. Orlikow: What about the other third? 


Mr. Henry: One-third would be lawyers. 
At the moment I think we are probably run- 
ning a little less than that but that is roughly 
what it has been going over the Dast...% 


Mr. Orlikow: I think you left out a third. 


Mr. Davidson: Yes. Roughly one-third are 
lawyers, one-third are people with an eco- 
nomic background and one-third are people 
in commerce. 
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Mr. Orlikow: Mr. Henry, I do not know if 
you can answer this question or not, but it 
seems to me that the only other country 
which has the same type of combines law as 
Canada has is the United States. I was won- 
dering if you have any information on the 
number of people who are employed by the 
anti-combines division of the Justice Depart- 
ment in the United States? 


Mr. Henry: I cannot tell you the exact 
figures. However, there is no question about 
it, there is a startling difference. They have a 
very considerably larger staff than we have. 


Mr. Orlikow: But they have ten times the 
population. Do they have more than ten 
times the staff? 


Mr. Henry: I cannot tell you offhand but I 
can easily get that information for you. 


Mr. Orlikow: I think it might be useful, 
Mr. Chairman. 


As I read your report, Mr. Henry, although 
you make it clear that you have by no means 
completed your investigation or inquiry, or 
Whatever you call it, you are certainly 
recommending some caution on the part of 
the Committee in terms of passing the entire 
bill. I think this is quite understandable if 


one looks at the statement which Mr. Stan- — 


field made in the Nova Scotia legislature in 
connection with Maritime Telephone, when 
he pointed out the possibility of Bell taking 
over that company and that it might well 
mean they would insist on getting the equip- 
ment from Northern and this might mean 
less competition, and so on. If we were to 
postpone all or part of passage of this bill—I 
know you cannot answer for Northern but 
you can certainly give us an opinion on the 
basis of your experience—do you think this 
would affect the ability of Bell in such an 
important field as research to move ahead as 
quickly as they feel is necessary? 


Mr. Henry: It certainly might, depending 
on their plans. I have suggested that I do not 


see any particular objection to your allowing 


under Clause 8 the power to acquire a 
research company to go ahead. This would 
not complicate the issue that I have tried to 
explain, and I do not think their research 


plans would come into it, so far as I can 


comment. 


if 
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So far as other types of acquisitions they 
might wish to make, I just do not know. I 
think Bell would have to explain what sort 
of difficulty this would put them in. All I am 
really doing is suggesting, for whatever 
assistance it might be, that in view of the 
various studies which are going on it might 
be advisable to devise some polling provision, 
so to speak, which would not frustrate Bell in 
any important developments and certainly 
would not frustrate them in getting their 
capital for the next ten-year program, which 
is the major part of their Bill, but to enable 
some decision to be made on the basis of 
facts as they emerge and I would say as a 
result of it to allow the government to con- 
sider whether or not some public legislation 
is required to deal with this and other mat- 
ters because, after all, if you start attempting 
to apply the principles that I am talking 
about to Bell Telephone you ignore the other 
companies in Western Canada, for example. 
Therefore, what is needed here is a broad 
look at communications policy on the part of 
the government and I would think that a 
holding operation on this Bill might give 
them an opportunity to see this and, perhaps, 


to decide if they wish to do that, Mr. 
Orlikow. 
Mr. Orlikow: This morning, Mr. Henry, 


Mr. Reid was trying to get with your help a 
definition of a common carrier. I understood 
from what you said that by your definition 
Bell would be considered a common carrier 
in relation to its telephone services. Is that 
correct? 


Mr. Henry: Yes, that would be if the term 
“common carrier” is valid and I think it is. 
That is correct, Mr. Orlikow. Am I correct 
that Bell has described itself as a common 
carrier before this Committee? 


Mr. Orlikow: I think so. Well, to the extent 
that Bell is a common carrier for telephone 
services, its rates are regulated now. 


Mr. Henry: Yes, sir. That is correct. 


Mr. Orlikow: It is true, as you and other 
witnesses have mentioned, that in recent 
years Bell has gone into the provision of a 
pretty wide range of services—at least the 
use of its telephone lines to help provide 
services such as cable television, the hook-up 
of computers from one city to another, some- 
thing similar to the Telex provided by CN, 
and so on. 
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Mr. Henry: Yes. 


Mr. Orlikow: Because of Bell’s monopoly 
position which it has as a result of its estab- 
lishing legislation it is in a pretty preferred 
position as far as these customers “are 
concerned. 


Mr. Henry: That is correct as far as we see 
its 

Mr. Orlikow: Is there any regulatory body 
which has the legal right to make any judg- 


ment in any decision on the rates which Bell 
charges to any of these customers? 


Mr. Henry: That is in the non-telephone 
field? 


Mr. Orlikow: No, in these other fields. 


Mr. Henry: Yes, the non-telephone fields. 
No. They are not under regulation. As I have 
explained those are the non-telephone serv- 
ices; that is, the use of the wires and cables 
for other than telephone purposes is not sub- 
ject either to the jurisdiction of the Canadian 
Transport Commission or the Combines 
Investigation Act. 


Mr. Orlikow: Then in these fields the rate 
is decided on by consultation between Bell 
and the prospective customer, I presume. 


Mr. Henry: Yes, that I would understand 
to be the case. Mr. Orlikow, I would like to 
just add here because I forgot to do so a 
moment ago that as far as TWX is concerned 
they do face competition from the CN/CP 
system. You understand that. 


Mr. Orlikow: Yes, I was going to come to 
that. So, except where there is another possi- 
ble supplier, like CN/CP telex, the user is in 
a pretty difficult position in respect to Bell. 
In other words, Bell can set whatever rates it 
chooses. 


Mr. Henry: Yes, but Bell, of course, is 
having to compete for that particular service, 
Mr. Orlikow, and while I do not have exam- 
ples of my own to furnish you, you will 
recall the DCF brief mentioned some com- 
petitive activity which Bell undertook, quite 
naturally I might say, to see if they could 
win a particular customer from CN/CP over 
to the Bell network. 


Mr. Orlikow: That is exactly the point I 
am coming to. On page 26 of your brief you 
refer to the case which DCF referred to in 
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their brief of the client who wished to con- 
nect a computer in one building to a terminal 
in another building where Bell gave one quo- 
tation, apparently assuming that the custom- 
er would use Bell’s equipment and, when it 
found out that the customer wanted to use 
other equipment, gave another. I wonder, Mr. 
Henry, if Bell did not have the powers it has 


under the original Act that Parliament 
passed in setting up Bell, would that be 
legal? 


Mr. Henry: If they did not have power to 
connect this kind of equipment to a system at 
all then, of course, they would not be doing 
it. Is that what you mean? 


Mr. Orlikow: What I am getting at is if 
this were telephones, if this were a common 
carrier, they certainly would have to have a 
rate, would they not? 


Mr. Henry: Oh, yes. Again, by calling them 
a common carrier you do not produce that 
result, Mr. Orlikow, but the concept is I 
think what you have in mind. If we were to 
say that Bell ought to be a common carrier 
for all its services we would say that it 
should be placed under regulation, not only 
with respect to the telephone service or, if I 
can put it this way, to the use of its lines and 
other facilities for telephone purposes but 
also in respect of the other services, and that 
if we adopted the common carrier principle, 
that would all be subject to the obligation to 
allow the lines to be used. 


In this particular illustration that we are 
using I think one should think in terms of 
the lines apart from the equipment on the 
end of the lines to get what I am driving at. 
Going back to the other analogy, think of the 
highway, rather than the vehicles which go 
on the highway. In that respect, you see, we 
would then have on the common carrier 
principle the Bell facility for transmitting the 
message but with the possibility that any 
person could use that facility and that if a 
person wished—this is taking it to the ulti- 
mate conclusion—to attach a telephone to it 
of his own that he could do so. 


Now, that produces complications, because 
I think you could say immediately that if 
you had a great number of people attaching 
their own telephones to the Bell network you 
would have both technical difficulties and 
economic difficulties—I can say that 
immediately—but the technical difficulties at 


Transport and Communications 


December 7, 1967 


least can be improved by the setting of 
objective standards for the attachment of 
equipment to the line. In other words, the 
equipment must be compatible, whether it is 
a telephone set, a computer, a TWX machine, 
or what have you. It must be compatible 
with the system and this is something you 
cannot escape from; otherwise you will have 
technical difficulties and the service will be 
impaired. 

The result is, then, that you could have, if 
you adopted the full common carrier concept, 
a situation where under regulation and to 
use somebody’s point this morning, possibly 
with published rates, the ability of any per- 
son to use the lines. That is what the true 
common carrier principle would be. Now, 
you add to that the fact that in order to use 
the lines you have to have the equipment at 
the end of the lines. In other words, you 
have to get on and off the highway. In that 
particular case we say that the public at 
large and subscribers should have the advan- 
tage of the greatest degree of competition 
that is economically and practically feasible 
in the market for the production of that 
equipment. 


@ (4:30 p.m.) 


Now to come back to the CATV, or the 
computer, if there are choices available in 
these pieces of equipment then there would 
be competition among those choices and ulti- 
mately whoever used the line would presum- 
ably minimize his cost and purchase at the 
greatest advantage. He might be offered a 
computer by Bell, and he might be offered 
one by IBM, but he has a choice. If you do 
not apply the public-utility, or, at least, the 
common-carrier principle,—and this is what 
some of the DCF witnesses are trying to 
convey to you—Bell Telephone may say, 
“You cannot use the IBM computers; you 
must use a Bell computer if you are on our 
line.”” That is the point. 


Mr. Orlikow: If the anti-combines legisla- 
tion were amended, as I think the Minister 
has intimated it will, or may be, to include 
service industries—and that is what Bell is 
doing—would it then be illegal for Bell to 
insist that the customer who wants to lease 
their lines has to use Bell equipment even if 
he can get other equipment cheaper? 


Mr. Henry: This is what we call a tying 
arrangement, Mr. Orlikow. We investigated 
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tying arrangements in the case of the oil 
companies a number of years ago. Without 
attempting to look deeply at the facts, this 
would be a kind of situation we would at 
least have seriously to consider investigating 
if those services were brought into the Com- 
bines Investigation Act and not placed under 
regulation by the Canadian Transport 
Commission. 


Mr. Orlikow: Mr. Chairman, I have one 
more question, and I do not know if Mr. 
Henry can answer it. We have had reference 
a number of times in a number of briefs— 
and you have mentioned it-to the United 
States court decision separating AT&T from 
Western. We have not had that kind of de- 
cision in Canada? 


Mr. Henry: That is correct. 


Mr. Orlikow: In other words, there has 
been no court order separating Northern 
from Bell. Is that because our law is 
different? 


Mr. Henry: In the first place, we have 
started an inquiry only recently on this mat- 
ter and therefore we have not come to the 
point where this judgment ought to be made 
by me or by anyone connected... 


Mr. Orlikow: Pardon me; I am not asking 
you to express an opinion... 


Mr. Henry: I know that. 


Mr. Orlikow: ... on whether we should, or 
whether it would be good public policy. I am 
merely asking you if a difference in the law 
permitted this to be done in the United 
States and not in Canada, or is it because we 
have not got around to examining it? What is 
the real reason? 


Mr. Henry: Yes; as a matter of fact, there 
might be. That particular action was brought 
under the Sherman Act in the United States, 
and I think I am right in saying that the 
monopolization provisions—are probably ap- 
plied more satisfactorily by the courts—that 
is, from my standpoint—than has been the 
case in Canada. However, I am bound to 
say that we probably have not had this pre- 
cise situation brought before our courts in 
Canada. 


Mr. Davidson: I think that is true. I think 
Mr. Orlikow is asking if there is power under 
the Combines Investigation Act to order a 
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divestiture. In a certain situation the answer 
is that there is power so to order. 


Mr. Orlikow: Thank you. 


The Vice-Chairman: Mr. Southam, you are 
next. 


Mr. Southam: Thank you, Mr. Chairman. 

A number of the questions I had in mind 
have been rather well covered by Mr. Bell of 
Saint John-Albert and by other Committee 
members. However, I notice on page 28 of 
the brief, Mr. Henry, you say: 

I might mention another tendency 
which may flow from a monopoly posi- 
tion in the market. This is the tendency 
to delay innovation. 


This is quite an important reference, and I 
would like to refer back to the fact that we 
have several other telephone companies in 
Canada, other utilities such as the Manitoba 
telephone system, the Saskatchewan tele- 
phone system, Alberta and B.C. In your 
study have you, as a matter of looking into 
the calibre and technical qualities of the sys- 
tems and equipment in use there, compared 
them with what Bell is using? Have you gone 
this far in your investigation? 


Mr. Davidson: No, we have not, sir. Cer- 
tainly the question of innovation is an impor- 
tant one in this area, and because certain 
allegations, even if informal, have been 
made, to the effect that the monopoly posi- 
tion of Bell has permitted a slow rate of 
introduction of innovations, this is one thing 
that we will have to look at. 


Mr. Southam: This is the conclusion that I 
also had come to. Of course, in doing this you 
would also, I presume, compare the cost of 
the services on a comparative basis so far as 
the rate structures are concerned—or would 
you? 


Mr. Davidson: No, I think not; because our 
concern is basically with the supporting 
industry which produces the equipment. The 
only reason for our concerning ourselves 
with the service would be to try to determine 
whether any other arrangements in the pro- 
curement system might detrimentally affect 
the service. If the service might be detrimen- 
tally affected by some change in the supply 
of equipment, then one would certainly have 
to consider that very carefully. 


420 


Mr. Southam: I feel that the most interest- 
ing and pertinent feature of Mr. Henry’s 
brief is the fact that he, in his capacity as 
Director of Investigation and Research under 
the Combines Investigation Act, now has an 
investigation under way regarding the tele- 
phone company and its subsidiaries. To me 
this puts a whole new light on the hearings 
of this Committee up to date. As I say, this is 
very pertinent information and it is my opin- 
ion—and I would like to be corrected on this, 
although it is in the form of a question—that 
any action taken, or recommendation made 
by this Committee to the House while this 
investigation is under way would, in effect, 
be more or less abortive at the present time, 
in view of the fact of this investigation. You 
say at the top of page 16: 

Moreover, I intend to use the evidence 
and submissions before this Committee 
to assist me in the inquiry. 

Therefore, it follows that you have not com- 
pleted your enquiry, and you would not want 
to do so until we had made a complete inves- 
tigation. It seems to me that we have, to 
some degree, to wait for the determination of 
your inquiry. Is this right? 


Mr. Henry: Mr. Southam, I suppose the 
answer is yes, if that is what the attitude of 
the- Committee’ turns’? out- tobe: v4I- merely 
indicated that the information which is being 
given to this Committee is being followed by 
us because it is useful to us in our inquiry. It 
has given us a number of things that we can 
look at by way of examples, and some indi- 
cation of where we may turn for evidence. 

For example, the illustrations given by 
DCF and by Industrial Wire & Cable Co. 
Limited, and so forth, are not, to me, evi- 
dence at this stage. They are subject to 
verification in a formal way before I will 
accept them. That is why I am rather guard- 
ed in how I use them. 


The point is that the work of this Commit- 
tee is a very useful piece of assistance to us. 
Whether you should wait for us ultimately to 
complete our inquiry is something on which I 
do not feel that I ought to comment, because 
you have your problem of how to deal with 
the Bill. However, I have suggested that 
there are certain aspects of the Bill which, if 
you are concerned by what I have said, you 
could defer until some other time, I would 
hope without doing anything which might 
truly embarrass the company. At the same 
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time there are other areas where you could 
proceed and allow them to obtain what they 
require most urgently in the way of 
financing. 


e (4:40 p.m.) 


Mr. Southam: I can quite well appreciate 
your point of view, Mr. Henry, but on the 
other hand, as a member of the Committee, 
looking over the Bill and relating it to what 
we have heard from you today and other 
witnesses, I feel that all the clauses are pret- 
ty well interrelated and the fact that a prece- 
dent has been created here by what you have 
introduced as evidence today, that you have 
this investigation under way, is a very, very 
important thing, a very interesting thing and 
I think a very helpful thing. I think that 
would be all I have to say at the moment, 
Mr. Chairman. 


Mr. Sherman: May I ask a supplementary 
question, Mr. Chairman? 


The Chairman: Yes, Mr. Sherman. 


Mr. Sherman: May I ask Mr. Henry 
whether, if the various organizations and 
groups that have been appearing before this 
Committee in connection with this particular 
Bill had not been appearing before this Com- 
mittee, if they had not been called, whether 
his branch would have taken the initiative to 
go out to talk to such representatives of the 
whole spectrum of the business community 
and seek out this information for themselves. 


Mr. Henry: Yes, Mr. Sherman. We, of 
course, have our way of going about these 
inquiries and in all our inquiries we go as 
far as we can in the direction of finding 
evidence. In the case of an inquiry into this 
particular industry, it may well be that as 
the inquiry progresses the Restrictive Trade 
Practices Commission might consider that it 
should be held in public. I do not know. This 
is a matter which I have nothing whatever to 
do with, but if it became difficult to find 
sources of information it may be that the 
Chairman of the Commission who has this 
choice would declare that the inquiry ought 
to be held in public, in which case people at 


large could be invited to come to give their ; 


evidence under oath in the same way as 
people have come here to this Committee. So 
there is that possibility and, of course, I do 


not know how that will turn out in the 
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result. However, be that as it may, we would 
pursue all sources available to us until we 
were satisfied we had obtained all the evi- 
dence that might be useful. 


[Translation] 

Mr. Emard: Mr. Chairman, I would like to 
begin with a question to Mr. Henry. Do you 
not think that by imposing limits on the 
activities of Canadian corporations such as 
The Bell Telephone Company, for the sake of 
free enterprise, you are then encouraging the 
multiplication of subsidiaries to large foreign 
firms? 


[English] 

Mr. Davidson: If I understood the question 
correctly, it was whether or not, by imposing 
these limits on Bell Telephone, we are open- 
ing the way to the intervention by or growth 
of foreign corporations. It seems to me that 
this really raises two questions. One is that if 
Northern Electric is efficient, as Northern 
thinks it is and as we think it is, it should be 
able to win business under ordinary circum- 
stances against other competitors. 


If for some reason there is an advantage to 
foreign companies, unrelated to their efficien- 
cy in selling in the Canadian market—if they 
are dumping, or if they are trying to tie up 
captive markets—then that really is the 
problem. Therefore it seems to me that if 
there is concern about foreign companies 
taking over Canadian business the _ best 
answer is the direct answer to eliminate any 
unfair advantages they have or, if it becomes 
the will of Parliament, to limit the amount of 
foreign participation directly. There is prece- 
dent in other countries, for example, for 
insisting that certain companies in communi- 
cations be domestically owned. 


[Translation] 


Mr. Emard: But I was thinking of The Bell 
Telephone Company, not Northern Electric. 
It was said here on many occasions that we 
wanted to limit Bell Telephone to a common 
carrier enterprise. You are well aware that 
with all the changes introduced today, the 
modern inventions in communications, if Bell 
Canada were limited to the telephone alone, I 
believe all these new inventions would come 
from the United States instead of being pro- 
duced eventually in Canada. 
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[English] 

Mr. Davidson: I do not think there was 
any basic argument that Bell should be limit- 
ed simply to the telephone market. The main 
argument that Mr. Henry has been making 
about Bell’s electronic highways is that it 
alone should not have the power to deter- 
mine what is to be used in association with 
those highways. That is not to say that it 
should not provide equipment that may be 
used with the highways, but that it should 
not be able to foreclose the market for these 
associated pieces of equipment to competing 
companies. 


[Translation] 

Mr. Emard: But I was thinking of The Bell 
petition is, I would not say unfair, but very 
difficult for the Canadian firms. We Canadi- 
ans are trying by all means to recover con- 
trol of our own economy. There are very few 
Canadian firms strong enough to compete 
with large American subsidiaries. The Bell 
Telephone Company is precisely a firm which 
is strong enough to compete with American 
companies. Should we then restrain its 
activities? 


[English] 

Mr. Davidson: Certainly it is an indirect 
and probably inefficient way to solve this 
problem by encouraging the growth of 
Canadian monopoly. If Canadian companies 
require some assistance in order to be able to 
compete with foreign producers, it makes 
better sense to me to give them the assistance 
they require. In that way you can tell how 
much this assistance is costing you, you can 
see that it is used for the purposes you have 
in mind whereas, if you use the very indirect 
method of encouraging the growth of 
monopoly, you do not know how much the 
cost is and you do not know how much of 
that cost is applied to the particular work 
you had in mind. 


[Translation] 


Mr. Emard: In answer to a question asked 
by Mr. Bell this morning, Mr. MacDonald, 
you seemed to want to say that the American 
government had rendered a judgment by 
which it forbade Western Electric to sell out- 
side of the Bell system. Is it not true that 
after an inquiry which lasted seven years, 
the United States government and AT & T 
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came to an agreement, which we recognize as 
Consent Decree which precisely limits the 
sale of Western Electric products to the Bell 
system? 


[English] 
Mr. Davidson: Yes, that is more accurate. I 
am sorry; that is more accurate. 


[Translation] 

Mr. Emard: There is one thing which we 
have to take into account, I believe, it is that 
in the case of Western Electric this company 
can sell to the Bell system which is much 
larger and covers a much wider field than 
Bell Telephone here in Canada. Thus, what 
may be done in the United States, may not 
be very practical here in Canada. 


[English] 

Mr. Davidson: I quite agree. I do not think 
any such solution would be appropriate to 
the Canadian situation. 


[Translation] 

Mr. Emard: I would like to know your 
point of view, because this was suggested, as 
you know, in the briefs which were submit- 
ted here. Now, on page 13 of your brief, you 
say: 


[English] 
I should add that the inquiry was for- 
mally commenced in November 1966. 


e (4:50 p.m.) 


[Translation] 
Did your inquiry begin after or prior to 
the introduction of the Bill concerning The 


Bell Telephone Company of Canada to the 
House? 


[English] 

Mr. Davidson: I have forgotten exactly 
when the Bill was first introduced in Parlia- 
ment but our preliminary enquiry had start- 
ed quite some time before that and the for- 
mal enquiry began in November 1966. I have 
forgotten whether the actual date of the for- 
mal enquiry preceded or followed the intro- 
duction of the Bell Bill. 


[Translation] 


Mr. Emard: Mr. Orlikow has said previous- 
ly that you have completed your enquiry, 
and have decided to recommend to the Com- 
mittee that the acceptance of clauses 7 and 8 
be referred back to the House. Is it wise on 
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your part to adopt an attitude while relying 
on facts which have not been necessarily 
verified? 


[English] 

Mr. Henry: I am not sure from my point of 
view, Mr. Emard, that I can say that any- 
thing has yet been proved. I quite agree. 
That is the point that I have tried to make 
several times in the course of today’s meet- 
ings. I am simply suggesting, if the Commit- 
tee is impressed by the fact that some work 
is being done in this field, particularly 
through our enquiry, that if the factors I 
have tried to explain have put me on my 
guard and have also tended to put the Com- 
mittee on its guard, perhaps a way to deal 
with the bill before the House is to defer a 
final decision on those aspects that I have 
mentioned which seem to be in a state of 
doubt or which give cause for concern. I am 
not suggesting a final judgment because I 
quite agree that we do not know all the facts. 
I am suggesting the Committee could adopt 
what I might call a holding action. I am not 
really asking the Committee to do it, I am 
simply saying that this is the device that 
could be used and perhaps you might wish to 
consider it. 


[Translation] 


Mr. Emard: Something has struck me all 
the same. Mr. Orlikow said that you had 
completed your enquiry and that you had 
decided to recommend to the Committee that 
the acceptance of clauses 7 and 8 be reported 
back to the House. You did not contradict 
Mr. Orlikow when he said that you had 
completed your enquiry and that it was based 
on the facts submitted there. 


[English] 
Mr. Davidson: That was a misunderstand- 


ing then, sir, because we had certainly not 
completed the enquiry. 


Mr. Henry: Yes, that is true. It is in my 
brief, Mr. Emard, but at the top of page 13 I 
should add that the enquiry was formally 
commenced in November 1966 and can be 
regarded as only in its preliminary stages. 

When I spoke of the possibility of the 
Committee finding a way out by deferring 
some part of the Bill, you will recall I did 
say with respect to clause 8 that I did not 
think that the power to acquire companies 
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for research caused any particular difficulty 
in the areas I have mentioned. With respect 
to clause 7 I said that if the new wording 
does not in fact extend the legal powers of 
the Bell Company there is of course no issue; 
but if as a matter of legal interpretation it 
does, then I suggested the Committee might 
not wish to send that clause forward without 
giving it very careful thought because if it 
does extend the powers the Committee would 
wish to consider those implications. As I 
suggested, it may be that an interpretation 
by a legal adviser should be obtained on the 
effect of that clause. 


[Translation] 

Mr. Emard: According to you, does The 
Bell Telephone Company of Canada outride 
its powers when it enters into the field of 
communications by satellites? 


[English] 

Mr. Henry: Mr. Emard, perhaps I should 
say I am not going to purport to give a legal 
opinion. The satellite factor in the communi- 
cations system is just one more route on the 
highway that we have been talking about. I 
hope somebody will correct me if I am tech- 
nically wrong about this but, as I see it, you 
have different routes on the electronic high- 
way. You have the ordinary telephone line, 
the microwave and then whatever technolog- 
ical arrangements you may have, and finally 
you have the satellite. The satellite is merely 
a superhighway or auto route on the whole 
highway network and it would appear to me 
perfectly appropriate for the Bell Telephone 
to use the satellite system if this is the tech- 
nological route to be followed. 


{Translation] 


Mr. Emard: If I refer to your decision to 
delay application of clauses 7 and 8 for a 
period of approximately two years, and in 
reading the Consent Decree concerning the 
Western Electric Company and the United 
States government, I wonder what will hap- 
pen. In fact I notice that the complaint was 
made in January, 1949 and that the Decree is 
dated January, 1956. According to you, is it 
possible for your Department to complete this 
enquiry within approximately two years? 


[English] 
Mr. Henry: Mr. Chairman, in answer to 


Mr. Emard, the best I can say is that I hope 
we can do so. I do not know whether we can 
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conclude the enquiry and also take any 
subsequent step, such as the report of the 
Restrictive Trade Practices Commission, 
within that time. I have learned through 
some years of experience that it is quite 
dangerous to try to be too definite about a 
date when an enquiry will be concluded. I 
am afraid I have made the best estimate I 
can on the timing. 


[Translation] 

Mr. Emard: If we were to suspend the 
application of clauses 7 and 8, would not The 
Bell Telephone Company of Canada be in 
financial difficulty? In fact, the investors, 
according to me, would not dare invest any 
money in a company which will have no 
opportunity of progressing. This would create 
a certain fear among the investors. 


[English] 

Mr. Henry: Mr. Emard, I should not have 
thought that deferring one or two aspects of 
the Bill until further consideration is given 
would have entirely that result but the best I 
can say is that I think Bell Telephone is the 
proper party to make a judgment on what it 
will actually do so far as their internal prob- 
lems are concerned. I think it really would 
be impertinent of me to try to suggest how it 
would affect them internally. 


[Translation] 

Mr. Emard: Mr. Henry, you know that if 
we ask that of the representatives of The 
Bell Telephone Company of Canada they will 
certainly agree. 


[English] 

Mr. Henry: If I gave a brief answer by 
saying “No,” I would be irresponsible in 
doing so. 


[Translation] 

Mr. Emard: If we consider the progress 
brought about by modern technology, do you 
think it would be practical to separate the 
telephone from other forms of communica- 
tion, as was previously suggested in other 
briefs? 


e (5:00 p.m.) 


[English] 

Mr. Henry: No. I think that the electronic 
highway is capable of carrying transmissions 
other than telephone conversations, and that 
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it would be very uneconomical not to make 
use of that capacity. 


[Translation] 

Mr. Emard: Could you tell me who regu- 
lates the CATV at the present time? I know 
that DOT issues the licence. Who implements 
the regulations? 


[English] 

Mr. Davidson: Our understanding at the 
present time is that this is not regulated, but, 
if I am not wrong, that consideration has 
been given by the Board of Broadcast Gover- 
nors to regulating it. 


An hon. Member: Within the Broadcasting 
Act? 


Mr. Davidson: Yes. 


Mr. Emard: Not for regulation. 


Mr. Reid: Under the proposed clause in the 
Broadcasting Act it would come under the 
CRC. 


Mr. Davidson: Not the present clause, no. 


[Translation] 

Mr. Emard: Can the objectives of the De- 
partment of Industry be completely recon- 
ciled with those of the Combines Investiga- 
tion Act? 


Mr. Henry: That is a joke. 


[English] 

Mr. Davidson: We think they can. There is 
one area where there would appear to be 
possible conflict. That is where, because of 
technology and the need for the large scale 
of production that we cannot handle in 
Canada, there are not enough firms of suffi- 
cient size to provide effective competition. 
This would appear to create a conflict. In 
order to be of a sufficiently large size to 
achieve efficient scale, we do not have 
enough companies to provide effective com- 
petition. However, that need not cause a 
conflict, because a possible remedy would be 
to make sure that import competition, or 
potential import competition, restrain any 
possibility of abuse by the small number of 
Canadian producers. 


[Translation] 


Mr. Emard: Mr. Chairman, in order to 
please you and before you ask me, I shall 
now let someone else speak, but I would like 
to continue later on. 
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_ The Vice-Chairman: Thank you, Mr. 
Emard. 
[English] 


Mr. Rock: Mr. Henry, on page 5 of your 
brief you say 


The Combines Investigation Act places 
restraints on three types of activity... 
and you list... 


The Vice-Chairman: Mr. Rock, will you 
please sit closer to the microphone? 


Mr. Rock: You list the three in (a), (b) and 
(c). Just a short while ago we had a joint 
committee on consumer prices. There was a 
great deal of evidence at those hearings 
about soap prices and the ten cents off, and 
such things. This is covered in (c) which 
says: 

Unfair trade practices including price 
discrimination, predatory pricing, certain 
promotional allowances, misrepresenta- 
tion of the regular price and resale price 
maintenance. 


After all the evidence that was heard before 
that committee, what action has your group 
taken against the companies involved? Have 
you taken any action to investigate them? 


Mr. Henry: Of course, the answer is that 
we have continuing inquiries of that kind 
going on, falling within the provisions of the 
Act that you have mentioned. The results of 
these inquiries are continually reported in 
my annual report. I cannot think of any 
specific inquiry we have in progress in which 
we have taken any action based on evidence 
that was brought before that Committee. 
However, we certainly have inquiries and 


enforcement arising out of situations to 
which that evidence relates by way of 
example. 


Mr. Rock: You are not using any of this 
evidence at all? 


Mr. Henry: Not necessarily; because, you 
see, that material comes to us generally 
directly in the form of complaints from the 
people concerned. The situations are very 
familiar to us, but what we are actually 
investigating is what has been referred to us 
in most cases by persons who have com- 
plained. That is how we receive the first 
information about matters falling within the 
rade practices provisions to which you have 
referred. 
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Mr. Rock: One was a big biscuit company, 
Christies’ or Westons, and we found this to 
be a very great monopoly. Are you doing 
anything with respect to that company? Are 
you investigating it? 


Mr. Henry: As I said in my last annual 
report, we are quite aware of the situation in 
the so-called Weston empire. 


I also referred to a situation in which we 
had an inquiry going into concentration in 
the food industry several years ago, and 
which I described briefly in my annual 
report several years ago. It said that after 
some two years of inquiry we had decided 


that the state of concentration did not give 


cause for alarm from the standpoint of what 
is provided for in the Combines Act. There- 
fore, we discontinued that at the time. That 
is the way that matter stands. 

It is my duty, under the Combines Act, to 
start an inquiry any time I think that an 
offence against the Conbines Act has been 
committed, and I will do so if that is the 
view that I reach with respect to the Weston 
group. However, I feel bound to say that the 
matter must rest as it has in my current 
annual report. 


Mr. Rock: You said that the investigation 
was not caused by the evidence before this 
Committee but because there had been com- 
plaints from people? 


Mr. Henry: On those particular provisions, 
sir, yes; because, as I explained to you, in the 
monopoly area that we are talking about 
there was no specific complaint that I can 
recall receiving that caused me to start the 
Beil Telephone inquiry. 


Mr. Rock: Yes, I see. You formally started 
this inquiry into Bell in November, 1966. 


‘This, of course, was I believe, a little after 


Bell presented their Bill. Who were the par- 
ties who made the complaints, or who initiat- 
ed this? 


Mr. Henry: I initiated it myself, sir. 

If I may say so, I feel bound to take the 
position—and I hope the Committee will sup- 
port me on it—that I ought not to reveal any 
particular information concerning the inqui- 
ry. I have disclosed the inquiry, which is a 
most unsual procedure, as I explained; it is 
not normally done. I have explained, for 
public understanding, why I have done it, 
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because I think it is essential that the Com- 
mittee should have that information. I do ask 
you, however, to maintain our position that 
the inquiry must be pursued in private, 
unless the Chairman of the Restrictive Trade 
Practices Commission orders it to be pursued 
in public, and that I ought not to be asked to 
give any detail in connection with the inqui- 
ry. In fairness to all those... 


Mr. Rock: Talking of fairness, do you feel 
that it was fair for you to make this state- 
ment and to put this in your brief? Do you 
not feel that you may have created a sort of 
prejudice, or that the public may somehow 
feel that you are condemning a company 
before it is found guilty? This is how it 
strikes me at the moment. I cannot speak for 
other members, but I somehow feel that you 
have not proven them guilty; that you are 
merely investigating to find out whether 
there may be some cause; and that you are 
warning us to retard certain clauses of this 
Bill on your hearsay. Personally, I cannot see 
how you can come in front of this Committee 
and make statements such as this and quot- 
ing in your brief the evidence of these three 
companies, for instance. Even these compa- 
nies that you mentioned, the evidence is not 
evidence; it is just a brief that they present- 
ed to us. Did you read the briefs of Industri- 
al Wire and Cable, the DCF and the North- 
ern briefs or did you read the Minutes of our 
Committee meetings before you prepared 
your brief? 


@ (5:10 p.m.) 
Mr. Henry: Both, Mr. Rock. 


Mr. Rock: And you still wrote this in this 
manner, without taking into consideration 
the questions that were asked and the man- 
ner in which they were answered and the 
demolishing, sometimes, of some of their 
statements? 


Mr. Henry: Mr. Rock, I have taken some 
care to explain that I do not consider what 
has been given in the briefs as evidence for 
my purposes and I thought I had made it 
very plain that I was simply using these as 
examples of what can happen. I have said 
that for my purposes this would have to be 
verified. These statements were made in pub- 
lic in this Committee and I use them as 
illustrations and that is all I am doing. 


As to your major question, may I answer 
it? I understand precisely the point you are 
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making and I had a difficult decision to make 
here, whether I should dispose of this inqui- 
ry. I thought about it very carefully and you 
will see that I have indicated that what I am 
doing is a departure from the usual rule and 
I can only say that I have tried to explain 
that because a combines enquiry is in progress 
does not mean that the companies are guilty 
of anything or that anything is wrong. We 
are simply trying to ascertain facts but I 
know that some people read more into that 
than they should. 

It seems to me as I said in my statement 
that the greater public interest at this par- 
ticular time is that the members of the House 
of Commons and this Committee should 
know, before they make a decision, that the 
enquiry is in progress. I think they would 
have thought that they were being deprived 
of pertinent information of an important 
kind, if I had not decided to disclose it to 
them. That is the way I look at it. 


Mr. Rock: Mr. Henry, how many hearings, 
if any, did you have since a year ago? It is 
over a year since you started this enquiry... 


Mr. Henry: Yes, that is so. There have 
been no hearings at all as yet. 


Mr. Rock: Well, how much evidence have 
you compiled in a year? 


Mr. Henry: I am not trying to evade an 
answer on this but I think I ought, Mr. Rock, 
to hold to the position that I ought not to 
disclose any details about the inquiry. We 
have started the job, I have told you that... 


Mr. Rock: Let me put it the other way 
then. Was your enquiry a continuous enquiry 
or did you just launch it, say, last November 
and you have not done anything until just 
lately? 


Mr. Henry: How would you answer that? 
Mr. Davidson, of course, is directly in charge 


of the enquiry. Perhaps he would answer 
that. 


Mr. Davidson: It is continuing, Mr. Rock, 
with the full time of the people that we are 
able to assign to it. 


Mr. Rock: With the pressures that there 
are right now so that Bell will not get the 
powers that they are getting from certain 
wire companies, do you feel there is a chance 
there also may be a monopolistic conspiracy 
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in the opposite direction to wrench the 
Northern complex from the control of Bell 
Telephone in order that these shares will be 
resold to other people who own other wire 
companies? Are you, by any chance, looking 
into this possibility? We are talking about 
monopolies now. 


Mr. Davidson: We would if we saw any 
evidence probably, but we have not seen any 
evidence of that, Mr. Rock. 


Mr. Rock: Did you know that the people 
who are actually coming here are sort of 
competitors to Bell’s ownership of Northern 
and, of course, DCF who are consulting engi- 
neers, not manufacturers, but they feel that 
somehow they are not doing the amount of 
work they would do if Bell did not have the 
powers they have at the moment. 


Mr. Henry: Mr. Rock, it is a situation we 
are quite familiar with, I might say. In prac- 
tically every inquiry, there are two sides as 
far as the parties are concerned and we are 
quite familiar with the fact that the Com- 
bines Act, is sometimes uSed as a weapon in 
the process of competition by one competitor 
against another. 


Mr. Rock: In answering questions from Mr. 
Orlikow about CATV somehow I got the 
impression that you feel that the Bell Tele- 
phone wires are used for CATV and this is 
not so. The CATV have their own wire just 
on Bell poles. I want this clarified here. 


Mr. Davidson: Let me put it this way; one 
of the complaints that we had before the 
inquiry got started was from a CATV opera- 
tor who was not able, according to the sub- 
mission he made to us, to buy any cable but 
Northern’s if he expected to use the tele- 
phone poles. 


Mr. Rock: Are you aware that any CATV 
company has to ask permission of the 
municipality before they are allowed to oper- 
ate in that municipality, and then they usual- 
ly arrange with either the Hydro people or 
the Bell people, or they can provide their 
own service underground or wherever they 
want. They have this right, too, if the 
municipality gives them permission. Are you 
aware of this? 


Mr. Davidson: Yes, we are aware of it but 
the third is not really a realistic alternative 
because few municipalities, certainly in the 
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downtown area, are likely to want to see 
their streets ripped up to permit the use of 
new cables. 


Mr. Rock: Are you aware, though, that 
sometimes there are two CATV companies in 
the same district? 


Mr. Davidson: Yes. 


Mr. Rock: Some using the front hydro 
poles and others using the rear Bell Tele- 
phone poles? 


Mr. Davidson: Yes. 


Mr. Rock: And there are others also in the 
centre of Montreal that string the cable from 
building to building rather than using any of 
the poles, so they are not using the services 
of either Bell or Hydro. 


Mr. Davidson: No. They would have to get 
some kind of authority to cross city streets 
though. 


Mr. Rock: The first permission they get is 
from the municipality and then they tell the 
municipality how they are going to instal 
their service. Sometimes, rather than pay 
Bell or Hydro, if they can use buildings and 
have their cables go on buildings in the rear, 
they do that also. So they are not obliged 
always, in every sector, to use one or the 
other. 


You were mentioned before, Mr. Henry, 
your concern about northen selling on the 
export market for prices that are possibly 
less than these on the home market. I hope 
you are taking into consideration that the 
export has not got the 11 per cent or 12 per 
cent tax while we, the consumers at home, 
are obliged to pay this tax and that is includ- 
ed in the price plus. 


Mr. Henry: Mr. Rock, I also said that I 
was not suggesting Northern was, in fact, 
doing this. I said that sometimes in an export 
market you do have a two-price system with 
the export price being lower than the domes- 
tic price. This is a fact. But I am not 
attributing it to Northern because I do not 
actually know what the fact is. 


Mr. Rock: I have objected previously to 
using the words ‘common carrier’ and I 
asked you to find that word in the regula- 
tions but you have not found the words 
“common carrier”’. 
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Mr. Henry: That is true, Mr. Rock, because 
I do not think it is used in the regulations. 
The idea arose earlier in the proceedings of 
this Committee and it is an attractive and 
handy expression, which certainly has some 
legal connotations in common law, to use in 
making examples because it rather defines 
the bundle of rights and liabilities that I 
think some members of the Committee and 
some witnesses have been talking about. It 
was Mr. de Grandpré from Bell Telephone 
who used this expression on Page 72 of the 
proceedings of October 19. He said: 


We do not intend to be anything but 
excellent common carriers. That is what 
we intended to be; that is what we have 
said in the past and that is what we 
intend to do in the future. However, we 
want to provide the best common carrier 
services that Canadians desire if they 
want to keep communications flowing... 


And so on. I hope I am not taking Mr. de 
Grandpré’s words out of context and I am 
only doing this to illustrate that he used the 
phrase in connection with Bell Telephone’s 
business. 


e (5:20 p.m.) 


Mr. Rock: Do you feel that Bell Telephone 
as well as Northern should use the whole 
capability of their manpower to its fullest 
extent? I mean by this that at times they 
may only have the manpower for certain 
aspects of their business but if they enter 
into something else they will use their full 
potential. In the present case if they did so 
they could also make a profit for their share- 
holders and possibly a saving for the subscri- 
bers at the same time. 


Mr. Henry: I think we should have Mr. 
Davidson’s economic expertise on this. It is a 
lack of business or management judgment. 


Mr. Davidson: I think this is the efficient 
way to do things but there is a parallel, if you 
like, with a company in a manufacturing 
business that says, “We are producing a 
thousand units; we can easily produce one 
more unit and the marginal cost of that extra 
unit will be very little. Let us sell that in 
some market.” If that happens from time to 
time I do not think it creates any problem. 
However, if the result of this is to drive a 
competitor to the wall this raises another 
question. In the example I used I think you 
would be concerned about that. When Bell is 
only fully utilizing the facilities it has and is 
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not enjoying any advantage because of a 
captive market or otherwise, there is no rea- 
son they should not be encouraged to do that. 


The Vice-Chairman: Mr. Rock, I hate to be 
unpleasant but... 


Mr. Rock: I have one more question. 


The Vice-Chairman: ...there are four other 
members who would also like to speak. It is 
now half past five and I think I have been 
very, very patient with you. You have had 
the floor for the last half hour. I think you 
should give another member a chance. Mr. 
Cantelon? 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, may I be permitted to make one inter- 
ruption. I think it is rather unfair to take 
Mr. de Grandpré’s remarks in the way which 
Mr. Henry did because I recall reading that 
part and I think he meant more that they did 
not want these extra powers to to into other 
activities. The common carrier reference was 
really secondary in his mind at the time. He 
may have to live with it and we can question 
him again, but I felt it was more an answer 
to a question about these extra powers than 
emphasis on the common carrier. I merely 
mention that to be fair to Bell. That is all I 
have to say. 


Mr. Henry: Yes. I said I was not sure 
whether or not I might be taking this out of 
context. I did not have time to see whether I 
was or not, but I quite accept what you say. 


The Vice-Chairman: Mr. Cantelon. 


Mr. Cantelon: I certainly will be brief 
because, as Mr. Southam mentioned a while 
ago, his questions have been pretty well 
asked and so mine have as well. 


I was rather concerned about whether you 
felt you had sufficient power under the Com- 
bines Investigation Act, but I think you have 
pretty well given us an answer to that. I was 
had enough personnel, and Mr. Groos thor- 
oughly exhausted that problem and I think 
you answered quite adequately. 


I just have one further point in my mind. I 
noticed that you mentioned the Sherman 
Anti-Trust Act in the United States, and that 
makes me curious to know what a compari- 
son between the responsibilities and the 
capacity to discharge those responsibilities 
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would be between the United States situation 
and the situation in Canada. That is a horri- 
ble question. I do not know whether you can 
handle it all or not. 


Mr. Allmand: Mr. Chairman... 


The Vice-Chairman: Just a minute, Mr. 
Allmand. 


Mr. Allmand: This is on a point of order. I 
wonder if we are examining the Combines 
Investigation Act or if our questions are sup- 
posed to be relevant to the bill. I sat here 
this afternoon and listened to a lot of ques- 
tions that I thought were very interesting, 
but they were irrelevant to the study we are 
making. If we are going to re-examine our 
combines investigation laws we could do that 
at another time. 


Mr. Cantelon: Mr. Chairman, I have a fur- 
ther question which I think will tie it 
together. 


Mr. Allmand: I know there are other peo- 
ple waiting to ask questions but I thought 
possibly we could get back to the subject. I 
am not just against Mr. Cantelon. 


Mr. Cantelon: I realize that but I have one 
final question which might tie in the 
comparison. 


The Vice-Chairman: Are you finished, Mr. 
Cantelon? 


Mr. Cantelon: Yes. 
The Vice-Chairman: Mr. Howe? 


Mr. Cantelon: Oh, I did not get an answer. 
I was hoping I would get some kind of an 
answer. 


Mr. Henry: Do you wish me to go ahead on 
that? 


The Vice-Chairman: You do not have to. 


Mr. Henry: I was not quite clear on the 
question. Was Mr. Cantelon asking whose 
responsibility is it in Canada and in the 
United States to enforce our respective laws, 
or was he asking if there is any difference 
between them? 


Mr. Cantelon: I was really asking what the 
essential difference is between them. They 
are more efficient. I am trying to find out. 


Mr. Henry: To put the matter in a nutshell 
and be as brief as possible, I think it is fair 


ee 
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to say that the courts in the United States, in 
the course of developing their jurisprudence, 
have tended to apply the laws to more situa- 


tions than the courts in Canada have done in 


respect of the Combines Investigation Act. 
This is particularly true in the field of merg- 
ers, where the courts will deal with the con- 
centration of industry and enforce the law to 
break up a merger or to disallow a merger at 
a far earlier stage of concentration than our 
courts. There have been no successful merger 
cases in Canadian courts. The accused has 
been acquitted in each case. There is there- 
fore a distinct difference in the application of 
the laws in Canada and the United States. In 
so far as the conspiracy laws are concerned 
the general principle is much the same in 
both jurisdictions. 


Mr. Cantelon: Am I right in suggesting 
that it is under this conspiracy part that you 
are now investigating the situation with Bell 
and Northern? 


Mr. Henry: Not really, Mr. Cantelon. In 
this particular case it is under the monopoly 
provisions of the Act. Perhaps it would be 
better if I said that as far as we know at this 
stage of the inquiry it is the monopoly type 
of provision in the Act that is most applica- 
ble in Canada at the moment. 


Mr. Cantelon: In that event the cases that 
DCF presented would not be considered con- 
spiracy, they would be considered monopoly? 


Mr. Henry: If the DCF cases turned out to 
be a correct representations of the facts, 
which we of course would have to establish 
in due course, it would be an aspect of the 
exercise of monopoly power by Bell Tele- 
phone, yes. 


Mr. Cantelon: Thank you. 
The Vice-Chairman: Mr. Howe? 


Mr. Howe (Wellington-Huron): Mr. Chair- 
man, I just have.a couple of questions to ask 


the witness. One of them arises out of some 
_of the questioning by Mr. Bell this morning 
-and by Mr. Deachman this afternoon con- 


cerning the bigness of corporations or compa- 
nies in certain fields. You said that bigness 
was not always an indication of efficiency or 
of the best product in the marketplace. 
However, in the field of communications, 
which has become so sophisticated and so 


‘technical, do you not think that this is a field 
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where you have to have a company or a 
corporation that has tremendous financial 
resources to go into the type of research that 
is necessary to keep Canada in the forefront 
or to keep up with the other nations of the 
world with regard to this type of 
communication? 


6, (0-30. p10.) 


Mr. Henry: Yes, I personally think this is 
so. When we talk about bigness, of course 
this is a relevant matter, and all I was saying 
was that bigness by itself does not produce 
efficiency or goodness, nor is bigness neces- 
sarily badness—and I would like to empha- 
size that. I might ask Mr. Davidson to com- 
ment further because this is an economic 
concept. 


Mr. Davidson: I think that it is dangerous 
to generalize too much. With sophisticated 
communications equipment I think every- 
thing points to the need for a large company, 
with large financial and research facilities, in 
order to keep in the forefront. Undoubtedly, 
some of Northern Electric’s products do not 
require great size, and it appears that the 
wire and cable aspect of their business is one 
of these. At least in the power cable part of 
it a company the size of Industrial Wire & 
Cable Co. Limited apparently are able to 
compete on equal footing with Northern 
Electric. 


It seems to me that one cannot generalize; 
one has to look at the kind of industry about 


“which you wish to make a judgment. You 


cannot a priori say that this is an area where 
you have to be big. You have to look at the 
particular industry. From what I have seen it 
appears that you do have to do this in the 
communications field. 


Mr. Howe (Wellington-Huron):. I have one 
other question, Mr. Chairman, which arises 
from other questions asked this afternoon in 
connection with innovations. I notice that 
you use the example that DCF used with 
regard to the fear that Bell may, have lagged 
in keeping up to date. If in your examination 
you find that Bell is lagging in this field what 
steps can you take to see that they do pro- 
vide the best communications service for the 
people of Canada? 


Mr. Davidson: I think there is only one 
possibility of our doing anything and that is 
to see if the reason is a lack of competition. 
If the restraints on competition are such that 
they can be reached by ‘the Combines Inves- 
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tigation Act then it would be our obligation 
to try to reach them with the powers availa- 
ble in the Combines Investigation Act. 


Mr. Howe (Wellington-Huron): This would 
not solve the problem of their lagging in 
certain fields in producing communications 
for the people of Canada. 


Mr. Davidson: It might if the reason for 
the lag is that a spur is missing. Presumably 
most businesses are influenced both by tariffs 
and profits and by the stick of competition. If 
the stick is missing something possibly might 
be done about it. 


Mr. Howe (Wellington-Huron): 
words, there should be a stick ... 


In other 


Mr. Davidson: This is true. This is only a 
statement that has been made. It may or may 
not have any bearing. 


Mr. Howe (Wellingiton-Huron): You used 
that phrase in your brief so you must have 
thought there was something in it. 


Mr. Davidson: I think, Mr. Howe, one of 
the attributes of monopoly that is not infre- 
quently found is an inclination to lead the 
quiet life. Whether this is applicable here or 
not, it can sort of illustrate this attribute 
which sometimes is found with monopoly 
situations. 


Mr. Howe (Wellington-Huron): Do you 
intend to go into this in your examination? 


Mr. Davidson: Since this particular allega- 
tion has been made I think it is probably 
necessary to see to what extent it and the 
other allegations that were made before this 
Committee are sound. 


Mr. Howe (Wellington-Huron): Thank you, 
Mr. Chairman. 


Mr. Sherman: Thank you, Mr. Chairman. 
Like Mr. Rock, Mr. Henry and gentlemen, I 
find my curiosity piqued by the fact that at 
this stage of this Committee’s deliberations 
on this proposed legislation the Combines 
Branch should suddenly insinuate itself into 
the proceedings. I do not know which side I 
am on in the dispute. Philosophically I am 
not on the same side of the House as Mr. 
Rock. 


The Vice-Chairman: Mr. Sherman, I would 
point out to you that they were asked by the 
Committee to come here. 
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Mr. Sherman: I appreciate that, Mr. Chair- 
man, but I think the circumstances leading 
up to their appearance here give rise to some 
interesting questions. I may have missed 
some earlier questions. Due to the conflict of 
another committee meeting I was not able to 
be present at the start of this hearing. I 
apologize if I am going over ground that has 
already been covered—but I would like to 
ask one or two brief questions—before 
today’s sitting winds up. 

I would like to ask Mr. Henry whether or 
not the Combines Investigation Branch nor- 
mally notifies a party that it is going to 
undertake an investigation of its activities? 


Mr. Henry: Yes, that is the normal proce- 
dure, sir. Normally, when we start an inquiry 
the first person to know about it is the party 
into whom we are inquiring. 


Mr. Sherman: Could you sketch the proce- 
dure by which that notification is 
undertaken? 


Mr. Henry: In the ordinary case? 
Mr. Sherman: Yes. 


Mr. Henry: The way an inquiry proceeds 
is roughly this. A complaint is received 
because most inquiries do, as I have said, 
start on the basis of a complaint of an infor- 
mal kind from somebody. The complaint is 
examined to see whether there are prelimi- 
nary facts which give rise to the necessity 
for an inquiry because whether or not there 
should be an inquiry is a matter of my 
carrying out a statutory obligation. If I have 
reason to believe there has been an offence I 
must start the inquiry. 

A certain amount of preliminary work is 
then done in order to determine whether I 
have the required reason to believe. If I 
come to the conclusion that there is reason to 
believe that there is an offence then I start 
formal proceedings. 


Formal proceedings may be taken in sever- 
al ways but the usual first step is to obtain 
documentary evidence wherever such evi- 
dence appears likely to be, and this may 
mean going to the offices of one or a number 
of companies and obtaining documents from 
them under an order which is made in for- 
mal terms under the authority of the Com- 
bines Investigation Act. After that it is usual 
to call witnesses who are likely to be able to 
give evidence that is relevant to the inquiry. 


—— a 
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Another technique that is used is to send out 
a questionnaire and those to whom it is 
addressed are required by statute to answer 
under oath with an affidavit. 


So these different techniques are employed 
and ultimately at the end of the inquiry you 
have a formal record with usually a fair 
amount of evidence on it—sometimes a very 
great deal of evidence—which then must be 
assembled in the form of a statement of 
evidence if the case is to go to the Restrictive 
Trade Practices Commission. Once it goes to 
the Commission—and I have explained that 
the parties appear there as well as the Direc- 
tor’s representative—the case is argued on an 
adversary basis before the Commission and 
then the Commission writes its report and 
delivers it to the Minister. As I said this 
morning, proceedings need not go to the 
Commission; they could go directly to the 
courts, in which case those latter steps do not 
take place. 


In capsule form, that is the way the inqui- 
ry takes place, Mr. Sherman. 


Mr. Davidson: I think there was just one 
step that Mr. Henry overlooked. Before 
obtaining an order permitting the representa- 
tives of the Director to visit premises of the 
company you must apply to the Restrictive 
Trade Practices Commission to obtain the 
endorsement. 


Mr. Sherman: Thank you, Mr. Henry and 
Mr. Davidson. Before I go on to my next 
question just let me say for the record, Mr. 
Chairman, that I would like to correct the 
terminology or phraseology in my opening 
remarks where I suggested that the Com- 
bines Investigations Branch insinuated itself 
into the deliberations, I will strike that and 
say it was invited to participate in these 
deliberations. I still find it a curious situa- 


tion, as a member of the Committee, but that 


is something that we can discuss perhaps on 


an in camera basis in the Committee itself. 


Proceeding from the answer that you gave 
me, Mr. Henry, which I appreciate for its 
fullness, and at the risk of asking once again 
a question that may have been asked earlier, 
was Bell Telephone notified that it was under 
investigation in its activities with respect to 
Northern Electric and of the areas in which 
its activities were being investigated? Was it 
so notified that that investigation was... 


e (5:40 p.m.) 


Mr. Henry: They were notified that they 
were being investigated, yes. The subject 
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matter which I have described in my state- 
ment was in course of inquiry, and I think I 
embarrass nobody if I say that both North- 
ern Electric and Bell Telephone know the 
situation. I could not have started the inquiry 
without their knowing about it. 


Mr. Sherman: This really brings up the 
question that bothers me most of all. I find it 
strange and I would ask you whether you do 
not find it strange that Bell Telephone, 
knowing that this investigation was taking 
place or was planned or was anticipated, 
would go ahead with the promotion of its 
Bill, with the application which is before 
Parliament at this time. Where does the con- 
cept of timing come in? I find it incredible 
that Bell, knowing they were under investi- 
gation, would go ahead with the present 
application that is before this Committee and 
before this federal legislature. Do you not 
find that strange? 


Mr. Henry: I can make no comment about 
that, sir. I am a little lost because I am not 
entirely clear whether the Bill was intro- 
duced in Parliament before or after they 
became aware of our inquiry. I am at a loss 
because I just do not know and I have not 
really related it to the Bill because I cannot 
recall—_and I am now speaking entirely 
about my own mental processes—that the 
Bill had anything whatever to do with the 
inquiry. 


Mr. Sherman: No, I think it is fair to say 
that if Mr. Rock and I go too far in suggest- 
ing that Bell’s case is prejudiced by the fact 
that it is now obvious public knowledge that 
the Combines Investigation Branch is looking 
into their activities, at least it is fair to say 
that this places an added kind of difficulty on 
Bell’s position, where their Bill before this 
Committee and before Parliament is con- 
cerned. I think it militates against them. 
Whether it prejudices their case or not, it 
militates against them. And with all the 
super sophistication of intelligence and coun- 
ter-intelligence activities and exercises that 
are practised in modern-day business and 
industry and government, it is extremely 
difficult for me to believe that they would 
proceed with the application they had made 
for increased capitalization and all the other 
things that are included in that Bill, knowing 
that within an appreciable number of months 
they were going to be under the searchlight 
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of public scrutiny because of an investigation 
that was either then undertaken or was 
going to be undertaken by the Combines 
Investigation Branch. This is the difficulty 
that I have in reconciling those two positions. 
But perhaps you cannot answer that for me; 
perhaps only Bell Telephone can answer it. 


Mr. Henry: I am afraid that is so, Mr. 
Sherman. I am afraid I cannot answer that 
question because it is not within my 
knowledge. 


Mr. Davidson: I think one thing that Mr. 
Henry said this morning, Mr. Sherman, bears 
somewhat on this. He pointed out that Beli 
and Northern have very good legal advice 
and undoubtedly take a different view of the 
circumstances of the inquiry than the Direc- 
tor takes, and this may partly answer your 
question. 


Mr. Sherman: I may have to hold the 
extension of that line of questioning for 
another series of witnesses, Mr. Chairman. 
Thank you. 


The Vice-Chairman: On the second round, 
Mr. Reid. 


Mr. Reid: First of all I am not one of those 
who are very upset to find Mr. Henry and 
his associates here, because when we went 
into this particular Bill, a great many ques- 
tions as to the propriety of many things that 
Bell was doing were immediately brought to 
public view; and if anything, I think an 
investigation will help clear the air so that 
we may know once and for all just what the 
status is. I would say too that briefs such as 
those of Industrial Wire and DCF Systems 
were just enough to create a great deal of 
doubt in my mind, as to the propriety of 
some of the actions as described. 

I would like to return to the common car- 
rier question just briefly and ask Mr. Henry 
if there is anything in federal statutes 
describing a common carrier, to your knowl- 


edge; outlining the concept of a common 
carrier. 


Mr. Henry: No, I cannot answer that satis- 
factorily for your purposes off the top of my 
head. This I could find out for you and 
communicate to the Chairman of the Com- 
mittee, if there is such a statute. 


Mr. Reid: Yes. Now... 


Mr. Henry: Excuse me. Incidentally, Mr. 
Reid, do you mean in any field of communi- 
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cation or transportation? Are you simply 
looking for a statutory definition of a com- 
mon carrier? 


Mr. Reid: Yes, that is correct. 


Mr. Henry: It should be possible to find 
such a definition, and I will see what I can 
do about it. 


Mr. Reid: Yes; my point is that perhaps 
there should be something written into the 
legislation about a common carrier, particu- 
larly as Bell is going into these other fields. 
We should have some form of guidelines so 
that we do not all get off the tracks. 


Mr. Allmand: For the information of the 
Committee, the Quebec Civil Code—Bell 
operates in the Province of Quebec—has 
definitions of common carrier spelled out 
directly, and I think the Common Law in the 
other provinces has many definitions. 


Mr. Henry: Yes, that is true. I assume that 
reference was to the federal statutes. 


Mr. Allmand: The Quebec Civil Code 
under carriers has specific definitions which 
have been interpreted by the courts. 


Mr. Henry: Fine. 


The Vice-Chairman: 
Mr. Reid? 


Have you finished, 


Mr. Reid: No, I would like to ask a series 
of questions now on the telephone operations. 
In your investigation, you are not investigat- 
ing directly the telephone operations, are 
you? 


Mr. Henry: That is correct. The service 
part of the industry is not under the Com- 
bines Investigation Act. 


Mr. Reid: I see. You are going particularly 
into the relationship between Bell and 
Northern. 


Mr. Henry: Yes, because we are only con- 
cerned with the impact of activities or the 
structure of the industry so far as it concerns 
goods that may be the subject of trade or 
commerce. 


Mr. Reid: I see. And so you will not be 
dealing with telephone rates or anything like 
that? 


Mr. Henry: Except as it may be incidental- 
ly necessary. Mr. Davidson did answer your 
question on that. He said we might do this. 
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Mr. Davidson: My only point was that we 
would be concerned, when examining the 
possibility of any different procurement 
arrangements that now exist, whether or not 
this would have a detrimental effect on the 
rates. 


Mr. Reid: The point I am getting at basi- 
cally is the question of reviewing those who 
do the reviewing, or the regulating of par- 
ticular industries. There is the fear, and I 
think it is a legitimate one, that sometimes 
regulatory boards get too close to the indus- 
tries they are trying to regulate. In other 
words, they get to understand the companies 
and their problems perhaps better than they 
understand those of the consumers. I was 
thinking, for example, of a case where I 
understand there is a Board of Transport 
Commissioners Order which states that if a 
telephone company has six thousand phones 
in a particular area, once they go up above 
seven they may increase their rates a certain 
percentage. It is a case here where the rates 
are going up with an expanding volume, 
which in this case would mean an increase in 
unit price even though with the volume you 
would expect the unit cost would be going 
down. There may be some economic reason 
for it, but it does seem very strange to me 
and I wanted to know if you would be going 
into this aspect. 


Mr. Henry: Not likely, Mr. Reid. At this 
stage of my thinking anyway, I would take 
what the Board’s function is and how they 
would regard regulation by the Board as 
something which takes the matter out of 
the market force type of regulation. The best 
IT could say for the time being is that I would 
be concerned with the rates in so far as they 
may be affected by the failure or inability, 
which of course may not exist, of Bell to 
obtain the best price in the procurement of 
their supplies. That is really the nexus with 
my part of the inquiry, which is into the 
supplies that Bell requires and the rates the 
subscribers pay. 


Mr. Reid: Then you have a problem, for 
example, in rate making which, as you point- 
ed out, is a specialized activity. It has been 
suggested in this Committee and outside this 
Committee that one of Bell’s problems is that 
it makes more money than it is allowed to 
make under the regulations of the Board of 
Transport Commissioners. Whether it is true 
or not I do not know, but the claim is made 
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that one of the ways they disguise this fact is 
that they perhaps indulge in, and make, 
work projects; that in a rural area for exam- 
ple they might put the lines under the 
ground instead of over the ground where it is 
not particularly necessary. Would this type 
of thing come under your investigation? 


e (5:50 p.m.) 


Mr. Henry: I should not think so, as I see 
the case at the moment. 


Mr. Reid: I should think that it would. The 
telecommunications section of Bell is not 
presently regulated by anybody; is that cor- 
rect? 


Mr. Davidson: Any telecommunication ser- 
vice apart from the telephone service. 


Mr. Reid: They are all unregulated at the 
present time. There is nobody to check to see 
how the rates are set, with the exception of 
what competition there exists in the market 
place. 


Mr. Henry: Yes; so far as the non-tele- 
phone services of Bell are concerned. This is 
what you are speaking of? 


Mr. Reid: Yes, that is correct. 


Mr. Henry: Neither under regulation by 
the Commission nor under the Combines 
Investigation Act. 


Mr. Reid: There is a vacuum in our legisla- 
tion then? 


Mr. Henry: That is right. 


Mr. Reid: You suggested in your brief that 
Parliament might see fit to lay down guiding 
principles to assist in making a rational deci- 
sion. What kind of principles do you have in 
mind—the extension principle or the common 
carrier principle? 


Mr. Henry: I think it would be really 
premature for me to try to say that. This 
would lead me into attempting to define what 
government policy should be, Mr. Reid and I 
have not thought about it enough to be able 
to give you a really mature judgment on it. I 
am also not at all sure that I should at this 
stage, particularly without having done the 
necessary background work on it. At any 
rate, as Director of Investigation and Re- 
search I do not really think that that falls 
within the area of my jurisdiction. 


434 


The Vice-Chairman: Mr. Reid, your ten 
minutes is up. That is your last question. Mr. 
Emard? 


[Translation ] 

Mr. Emard: Mr. Chairman, we have spok- 
en at length about the relations which exist 
between The Bell Telephone Company of 
Canada and the Northern Electric Company 
Limited. Do you believe that these two com- 
panies should be separated? 


[English | 

Mr. Davidson: I think, sir, that this obvi- 
ously would be a very large undertaking. 
Certainly, we have no opinion about that at 
this stage. 


[Translation | 

Mr. Emard: But if they had to be separat- 
ed, in your opinion how could this be 
brought about? 


[English] 

Mr. Davidson: There are a variety of ways. 
Hypothetically, one could distribute to the 
shareholders of Bell, pro rata, the shares of 
Northern. 


[Translation] 
Mr. Emard: This is the method which in 
English is called “spin-off”, is it not? 


Mr. 
you? 


Rock: What kind of nationalist are 


Mr. Emard: I am not a separatist, I am a 
Canadian nationalist. 

Do you not believe that, for example, if the 
company had to be sold, Americans would 
try to get hold of it? 


The Vice-Chairman: Mr. Emard, in my 
opinion, your questions are not especially 
pertinent to this Bill. 


Mr. Emard: My remarks apply directly to 
the Northern Electric Company Limited. This 
goes beyond the realm of the application of 
the Combines Investigation Act. 


The Vice-Chairman: I do not think that 
question is relevant to the Bill. 


Mr. Emard: I will sum up my questions. I 
only want to say one thing to you, Mr. 
Henry. Prior to my being elected member of 
Parliament, I belonged to labor force move- 
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ments. The reports published by your De- 
partment have often been useful, especially 
for collective bargaining. 


The Vice-Chairman: Again this is not rele- 
vant to the Bill. 


Mr. Emard: I wonder if you were aware 
that your work had such repercussions. 


[English] 

Mr. Henry: Mr. Chairman, no, I was not 
aware of that particular one, but I might say 
it is surprising to what use our reports are 
Da. 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, I wish to ask Mr. Henry if he has said 
how an investigation terminates? Is there 
any danger that, after another few weeks of 
investigation, you may drop it on the ground 
that there was not enough evidence? This 
would also put us in a hole. We are presum- 
ing that there is quite a case here and that 
we may delay things; but if you found out 
that there was not sufficient evidence we 
would be made to look silly in the reverse 
way. 


Mr. Henry: Yes, Mr. Bell, the discontinu- 
ance of an enquiry, of course, is something 
which takes place quite frequently. There are 
quite a number of examples of this in each 
of the annual reports. 


I think I can say categorically that such a 
decision would not be made in this case 
within a matter of weeks. We are seriously 
pursuing a major enquiry, admittedly with 
scant resources which are hard-pressed, but 
we obviously are aware of the serious 
implications of the matter. We will push it 
forward as expeditiously as possible. 


Again, consistent with what I have been 
saying about not prejudging the issues, it 
may turn out that as a result of much enqui- 
ry we will come to the conclusion that there 
is nothing to put before either the commis- 
sion or the courts and that we will discon- 
tinue it, after exhaustive proceedings, quite 
some time from now. This happens, and this 
is a Combines investigation like all other 
Combines enquiries. It is governed by the 
statute and will be dealt with as the statute 
both authorizes and commands. 


Mr. Bell (Saint John-Albert): We will be 
very careful with our questions of further 
witnesses, knowing that you are watching 
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the Committee reports as diligently as you 
are. 

In answer to a question you said that you 
wrestled with your conscience for quite a 
while before you decided to make this public. 
We all appreciate that. What occurred to me 
at the time was what would have happened 
had we not called you as a witness? There 
would have been an even greater burden of 
responsibility on you to come forward and 
tell us this, would there not? 


Mr. Henry: I suppose, Mr. Bell, this is a 
hypothetical question and that any answer I 
give will not really settle it. 


Mr. Chairman, may I say one word? 
The Vice-Chairman: Yes. 


Mr. Henry: Mr. Chairman, I appreciate 
your allowing me just one moment. 


One of the members did ask a question a 
little while ago, to which I did not have an 
opportunity to reply, concerning the philoso- 
phy of the Combines Investigation Act in 
relation to the task of the Department of 
Industry. I would like to emphasize that both 
our operations are going in the same direc- 
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tion. The Department of Industry has a par- 
ticular function to strengthen Canadian 
industry and in doing that it often finds that 
particular devices it would like to use, or 
particular arrangements it would like to 
encourage in industry, or arrangements 
which are suggested to it by industry, raise 
some question about the application of the 
Combines Investigation Act. The Department 
of Industry works very closely with us when 
such a situation arises and it is meticulously 
careful to make sure that any proposals 
which it has or any policies which it wishes 
to develop, which it thinks may cause a 
problem under the Combines Investigation 
Act, are discussed with us. 


I only wish to say that there is very good 
liaison between our two departments, and we 
both consider we are moving in the same 
direction in the Canadian interest. I wanted 
to make that clear before the meeting 
adjourned. 


The Vice-Chairman: That is the end of the 
presentation before us today. I wish to thank 
the Committee and you three gentlemen, Mr. 
Henry, Mr. Davidson and Mr. Lindsay, for 
your great efforts today. Thank you. 
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STANDING COMMITTEE. 


ON 
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>, Allmand, 
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Albert), 


.DYIne, 

. Cantelon, 
*, Deachman, 
>, Emard, 


Chairman: Mr. Joseph Macaluso 


Vice-Chairman: Mr. H. Pit Lessard 


and 


r, Groos, 
. Horner (Acadia), 


. Howe (Welling- 
ton-Huron), 


. Leboe, 
. McWilliam, 


. Nowlan, 
. Orlikow, 


(Quorum 13) 


Mr. Pascoe, 

Mr. Reid, 

Mrs. Rideout, 

Mr. Rock, 

Mr. Saltsman, 

Mr. Sherman, 

Mr. Southam, 

Mr. Stafford—(24). 


“Raw, Vitr, 
Clerk of the Committee. 


ORDER OF REFERENCE 
TUESDAY, December 12, 1967. 


Ordered,—That the name of Mr..Macaluso be substituted. for. that of Mr. 
Chatwood on the Standing Committee on Transport and Communications.. . 


Attest. | 
~~ ALISTAIR FRASER, 
The Clerk of the House of Commons. 
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REPORT TO THE HOUSE 
DECEMBER 6, 1967. 


The Standing Committee on Transport and Communications has the honour 
to present its 
TENTH REPORT 


Your Committee has considered Bill S-26, An Act respecting Trans-Canada 
Pipe Lines Limited, and has agreed to report it without amendment. 


A copy of the Minutes of Proceedings and Evidence relating to this Bill 
(Issue No. 11) is tabled. 


Respectfully submitted, 
H. PIT LESSARD, 


Vice-Chairman. 
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MINUTES OF PROCEEDINGS 


THURSDAY, December 14, 1967. 
(17) 


The Standing Committee on Transport and Communications met this day 
at 10.10 o’clock a.m., the Acting Chairman, Mr. Lessard, presiding. 


Members present: Mrs. Rideout and Messrs. Bell (Saint John-Albert), 
Byrne, Cantelon, Deachman, Howe (Wellington-Huron), Leboe, Lessard, Mc- 
William, Nowlan, Orlikow, Pascoe, Reid, Rock, Southam—(15). 


In attendance: Representing Noram Cable Construction Limited: Mr. Clin- 
ton Forster, President; Mr. J. J. Milligan, Vice-President; Mr. F. R. Duncan, 
Q.C., P.Eng., Counsel. 


On motion of Mr. Byrne, seconded by Mr. Pascoe, 
Resolved,—That Mr. Macaluso be re-elected Chairman of the Committee. 


The Committee resumed its consideration of Bill C-104, An Act respecting 
The Bell Telephone Company of Canada. 


On motion of Mr. Reid, seconded by Mr. Nowlan, 


Resolved,—That the brief of Noram Cable Construction Ltd. be printed 
as an Appendix to this day’s Minutes of Proceedings and Evidence (See note 
below). 


The Vice-Chairman introduced the officials of Noram Cable and invited 
Counsel to make an introductory statement. Mr. Duncan explained the purpose 
of the Noram Cable brief, then asked Mr. Milligan to read the brief for the 
benefit of the Members. The Committee Members questioned Noram officials 
on their brief. 


At 11.50 o’clock a.m., the Committee adjourned to the call of the Chair. 


Hay awit i. 
Clerk of the Committee. 


Note: As the Noram Cable brief was read in full, it is not printed as an Ap- 
pendix to today’s Minutes of Proceedings and Evidence. 
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The Vice-Chairman: Mrs. Rideout and gen- 
tlemen, I see a quorum. May we have a 
motion to reinstate Mr. Macaluso as Chair- 
man of the Committee. 


Mr. Byrne: Mr. Chairman, I have been 
informed that Mr. Macaluso has_ just 
returned from very important and onerous 
duties as a delegate to the United Nations 
and I would now move that he be reinstated 
as Chairman of this Committee. 


Mr. Pascoe: I second the motion. 
Motion agreed to. 


The Vice-Chairman: I would also like to 
have a motion that the brief of Noram Cable 
Construction Limited be made an Appendix 
to today’s Minutes of Proceedings and 
Evidence. 


Mr. Reid: I so move. 
Mr. Nowlan: I second the motion. 
Motion agreed to. 


The Vice-Chairman: We have wiih us this 
morning, from Noram Cable Construction Lim- 
ited, Mr. Clinton Forster, President, Mr. J. 
J. Milligan, Vice-President, and Mr. F. R. 
Duncan, Q.C., Counsel. 

I would ask Mr. Duncan to give us a sum- 
mary of their brief. 


Mr. F. R. Duncan, Q.C., P. Eng. (Counsel 
for Noram Cable Construction Limited): Mr. 
Chairman and gentlemen, Noram Cable Con- 
struction Limited is a small company which 
was incorporated in 1965 by Mr. Clinton 
Forster, President of the company, Mr. John 
Milligan, Vice-President, and Mr. David Gow 
of Toronto who is unable to be here today. 

Although the company is new the experi- 
ence of these three gentlemen goes back to 
the first days of cable television. For exam- 
ple, Mr. Milligan has been installing cable 
television... for 15 years, which goes back to 
the first installations in Canada, and during 


that time he has been instrumental in install- 
ing at least 24 systems. 
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You are very kind to listen to us since we 
do not represent a large organization, but, on 
the other hand, we feel we have a valid 
viewpoint to present to the Committee. 

Where The Bell Telephone Company of 
Canada is not servicing a community we 
would like the right to hook on to their poles. 
Although Mr. Milligan will go into our rea- 
soning for this I would just like to say that 
by section 3 of the 1880 Act The Bell Tele- 
phone Company was allowed to go along, 
under and across roads and highways with 
lines of telephone, as a result of which they 
have built up an inventory of telephone poles 
that are strategically located for this com- 
munity-type activity, cable television. 

As I said, they have built up this inventory 
of poles because of their statutory right to do 
so for telephony. With respect to community 
activity we do not feel that The Bell Tele- 
phone Company should be excluded from it 
but we do feel that they should compete on 
an even basis in this new field of activity. In 
other words, if they are not servicing a par- 
ticular area and if that community has 
allowed an easement to a customer of Noram 
then The Bell Telephone Company should be 
approached to allow coaxial cable to be 
strung along their telephone poles for a pole 
rental. 

This is done quite frequently between 
utilities and telephone companies: If one 
owns the pole the other goes on it and pays a 
pole rental. We do not say that we should 
have an absolute right to do this but where 
an area is not being serviced by The Bell 
Telephone Company we do feel some au- 
thority should say that the customer of 
Noram has the right to go on these poles and 
set a fair rental. We think the revenue would 
be approximately the same as if The Bell 
Telephone Company strung the cable and 
charged rental for it. 

Mr. Milligan will either read the brief or 
answer questions on it, whichever -is. the 


‘wish of the Committee. 
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The Vice-Chairman: Is it the wish of the 
Committee to have Mr. Milligan read the 
brief? 


Some hon. Members: Agreed. 


Mr. J. J. Milligan (Vice-President, Noram 
Cable Construction Limited): The last decade 
in Canada has seen vast strides in a new and 
exciting industry, namely, the installation 
and use of high frequency coaxial cable. 
Along this cable can be transmitted a whole 
spectrum of radio frequencies a small inter- 
val of which is used to transmit and receive 
picture and sound television programs. 


Other intervals of the radio frequency 
spectrum may in future be the vehicle for 
closed-circuit television, educational televi- 
sion facsimile, the printing of the daily news- 
paper in the home and shopping by televi- 
sion. In fact only the limit of man’s imagina- 
tion governs the extent to which the radio 
frequency spectrum can be used when car- 
ried to subscribers by coaxial cable. 

Noram Cable Construction Limited is 
proud to have played its part in constructing 
and installing for individual owners coaxial 
cable television systems. It brings the latest 
of technological developments into the very 
homes of subscribers. It welcomes any and 
all competition provided that all are on an 
equal footing. 
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Whether this industry is to advance com- 
petitively or be developed as, if, and when 
one company dictates, is in the hands of 
Parliament in its disposition of Bill C-104. 

The Bell Telephone Company has been 
given extraordinary powers to construct lines 
of telephone along the sides of and across or 
under any public highways and streets. By 
virtue of this power granted by Parliament it 
has the telephone poles needed by cable 
television. A municipal easement is required 
for coaxial cable use, whether by The Bell 
Telephone Company or any other user. In 
fact, The Bell Telephone Company has arbi- 
trarily been proceeding without such ease- 
ments being secured. Competition is throttled 
unless the poles are available to that user 
which received a municipal franchise. As the 
poles were erected for telephony we feel they 
should be made available on a pole rental 
basis for purposes other than telephony and, 
in particular, for cable TV upon application 
to and subject to the regulations of the Board 
of Transport Commissioners. 
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This is not the case. At present The Bell 
Telephone Company instals cable television 
systems and retains ownership thereof and 
rents spectrum space to individual operators. — 
Whether The Bell Telephone Company 
should be privileged to withhold its plant 
erected with the powers granted by Parlia- 
ment for telephony is an ethical problem 
facing the legislators when the future dis- © 
semination of intelligence by coaxial cable is 
considered. 


In our concept of a free enterprise society 
it is submitted that Noram Cable Construc- 
tion Limited has the right to be in this busi- 
ness in a competitive way because cable 
television, unlike telephone service, lends 
itself to competition. It is in the best interests 
of the viewer as well as the operator to be 
allowed a choice. 


Long before The Bell Telephone Company 
recognized that cable television could be a 
viable business, other companies appreciated 
the need to improve television service in 
some areas and developed a method of dis- 
tributing television signals from one central 
antenna. At no point in the development of 
cable television has The Bell Telephone Com- 
pany of Canada made a major contribution 
to the development of the industry. On the 
other hand, pieces of equipment and types of 
cable have been developed by others than 
The Bell Telephone Company. For example 
the cable which has emerged as the accepted 
standard for television signals was developed 
for the industry by Canada Wire and Cable 
Company Limited. It produced an aluminum 
cable which was economically feasible and 
introduced it to the industry. 

The use of this aluminum-jacketed cable 
was, in at least one case, resisted by The Bell 
Telephone Company in that it insisted that 
Northern Electric copper tape cable be used. 
Eventually The Bell Telephone Company 
agreed in the case in question to instal the 
cable produced by Canada Wire and Cabie 
Company Limited but charged the operator a 
premium price. Now, six years later, it is 
quite clear that the operators were correct in 
their assessment of the value of such a prod- 
uct because Northern Electric, a subsidiary 
of The Bell Telephone Company, at present 
manufactures the identical aluminum cable. © 


The operators of coaxial systems quite 
often use public utility commission poles as 
the restrictions relating to such poles are, in 
the usual case, consistent with good business 
and engineering practice. However, in the 
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initial stages, The Bell Telephone Company 
took the position that once it was on a pole, 
whether the sole property of The Bell Tele- 
phone Company or owned by and used in 
conjunction with any other utility or service, 
the Telephone Company could restrain the 
use of any coaxial cable disposition. The Bell 
Telephone Company has since withdrawn 
from such a position with respect to poles 
owned by other utilities, but it still maintains 
that it has the right to refuse any other 
person the use of poles owned by The Bell 
Telephone Company. As suggested earlier, it 
seems that The Bell Telephone Company of 
Canada takes the position that once they own 
the poles they alone should be entitled to 
own the system, which is the practice of The 
Bell Telephone Company and the apparent 
reason why spectrum space only is leased. 

Competition increases the quality of serv- 
ice and reduces the price at which it is 
available to the user. It is true as well that 
while the telephone industry lends itself to a 
monopolistic approach the CATV industry 
lends itself to a competitive approach. Televi- 
sion users should be free to choose the meth- 
od by which and the person from whom they 
will receive their television signals. If a cus- 
tomer is being deprived of cable television by 
reason of Bell’s prior commitments and 
heavy work load, those subscribers or poten- 
tial subscribers should not be delayed unrea- 
sonably in receiving cable television service 
where, in fact, there could be an economical 
and satisfactory approach by a private con- 
tractor such as Noram Cable Construction 
Limited. 


e 1025 


For example, in one instance a _ cable 
television operator was anxious to provide 
service to viewers who were requesting this 
service but were unable to deliver when sub- 
scribers wanted the service. This operator 
then approached Noram Cable Construction 
Limited and proposed that they contact The 
Bell Telephone Company and offer their serv- 
ices as a sub-contractor to facilitate the 
installation of cable in this area. On this 
occasion Noram Cable Construction Limited 
wrote to The Bell Telephone Company offer- 
ing their services at a competitive rate but to 
this date have received no reply. This may 
well have delayed the service to this particu- 
lar area and inconvenienced the public. Pub- 
lic convenience ought to be a consideration in 
such an instance. 
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Each operator should have the right to 
choose the best method to serve his potential 
customers. We feel that there should be 
several courses open to the operator, particu- 
larly if he cannot obtain satisfactory service 
from The Bell Telephone Company. He 
should be able to employ an independent 
construction firm to construct his CATV sys- 
tem and, if necessary, along The Bell Tele- 
phone Company poles at a pole rental rate 
decided by an independent regulatory body 
such as the Board of Transport Commission- 
ers. It is understood that such reasonable use 
would have no adverse effect on The Bell 
Telephone’s ability to deliver telephone 
service. 


It goes without saying that any construc- 
tion on Bell plant or any other plant should 
conform to Canadian Standards Association’s 
standards. With such safeguards there should 
be no difficulty as can be demonstrated by 
numerous examples of private CATV systems 
installed on telephone company plants in 
areas of the country not controlled by the 
Bell. The light aluminum cable to be used by 
cable television operators would provide neg- 
ligible additional loading on existing Bell 
Telephone Company plants. 


The Bell Telephone Company has provided 
competent assistance in the area of providing 
efficient telephone service and Northern Elec- 
tric has always provided excellent equipment 
for use by private telephone companies. It is, 
however, interesting to note that when a pri- 
vate telephone operator wishes to become 
involved in cable television he does not look 
to The Bell Telephone Company for assist- 
ance or to Northern Electric for equipment. 
He goes elsewhere for this guidance. The Bell 
Telephone Company has not, so far as cable 
television is concerned, Gemonstrated any 
particular efficiency or ability. 

Certain business areas do not lend them- 
selves to competition. An example of this is 
the telephone industry because a subscriber 
is transmitting as well as receiving over the 
same circuits. However, this principle may 
not be extended to CATV which can be com- 
pared to the electrical industry in the United 
States where competition is permitted and 
rates are substantially lower than, for exam- 
ple, in Ontario. 

There are some cases where small busi- 
nesses or small industries cannot fully serv- 
ice a market but this is not the case with 
respect to CATV systems where the operators 
fully service the fields open to them. © 
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Private telephone companies look to Noram 
Cable Construction Limited and other such 
organizations for guidance in cable TV mat- 
ters. It appears and is quite clear that The 
Bell Telephone Company, although able to 
deal under the guidance and direction of the 
Board of Transport Commissioners in the 
field related to the telephone industry, has 
not been able to meet the requirements of the 
public and the independent cable television 
operators operating in a competitive society. 
In fact, the field in the construction of CATV 
systems should be wide open to further the 
requirements of satisfying the demands of 
the public. 


It is clear that The Bell Telephone Compa- 
ny will not be able to service the areas which 
it controls by reason of its poles in, say, the 
greater Metropolitan Toronto area, in a rea- 
sonable period of time. 


The Bell Telephone Company is without 
doubt providing the finest telephone service 
to be found anywhere and it will be difficult 
to find fault in the overall telephone picture. 
However, there is one area in which Noram 
Cable Construction Limited can justly claim 
superiority: cable television. Noram Cable 
Construction Limited has more experience 
and greater knowledge of CATV and when 
Noram Cable Construction Limited instals a 
CATV system the operator has the following 
advantages: Lower cost, faster service and 
better service. However, Noram Cable Con- 
struction Limited is excluded from offering 
these services to a large segment of the 
industry because of The Bell Telephone Com- 
pany’s control over strategically located 
poles. 
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The Bell Telephone Company is not too 
concerned if Noram Cable Construction 
Limited instals CATV systems in small towns 
but let it attempt to tackle a large city and 
every method in the power of The Bell Tele- 
phone Company will be brought to bear to 
stop such a move. For example, Noram Cable 
Construction Limited was recently working 
with a group of business men who wished to 
wire a city in excess of a population of 
90,000. This group had formed a public com- 
pany and had raised sufficient capital to 
enter the CATV business. They preferred to 
own their own plant and therefore arranged 
to contract with the public utilities commis- 
sion. The Bell Telephone Company had been 
dealing with another operator who wished to 
have The Bell CATV system installed. When 
it appeared that. the non-Bell system was 


going to win the blessing of the municipality, 
The Bell Telephone Company quickly moved 
in and bought out the small operator, paying 
three times what the stock had been worth 
two months previously. This, in effect, 
stopped competition in a relatively large 
CATV market. 


It is clear to independent operators that 
The Bell Telephone Company is anxious to 
corner the CATV business by owning as 
much as possible of the physical plant and 
becoming involved in all phases of the busi- 
ness. It claims that it has no intention of ever 
becoming an operator, but rather the provid- 
er of facilities. Should not the operator own 
his own plant if he so wishes? The Bell 
Telephone Company has clearly fought to 
own every possible foot of CATV cable. If it 
were not interested in eventually becoming 
an operator the ownership would not be 
nearly so important to them. If The Bell 
means what it says it should have no objec- 
tion to renting pole space to operators who 
wish to own their own CATV systems. 


The legislators have condemned everyone 
who conspires, combines, agrees, or arranges, 
with another person to restrain or injure 
commerce in relation to any article. We 
respectfully submit that the committee repre- 
senting the legislators should take a similar 
attitude with respect to a situation which 
restrains competition in the field of cable TV. 
The Bell Telephone Company, by not making 
its poles available on a rental basis, is in 
exactly this position. Yet its inventory of 
strategic poles was built up by means of 
special powers granted by Parliament. 

Take the Toronto market, for example. The 
Bell Telephone Company is in a dominant 
position to say who shall or shall not operate 
in certain areas. As a result, The Bell Tele- 
phone Company can carve up a map of 
Toronto and locate in each area the TV dis- 
tributor of its choice. Surely it was not the 
intention of Parliament, in granting The Bell 
Telephone Company extraordinary powers, to 
put it in this position. 

A practice has developed in the United 
States and in those parts of Canada not con- 
trolled. by The Bell Telephone Company for 
the distributor of TV programmes to rent 
pole-space from the telephone company. 
Noram Cable Construction Limited feels that 
The Bell Telephone Company should be com- 
pelled to rent pole-space to a distributor who 
proposes to operate in a certain area. This 
seems like fair exchange for its. statutory 
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right to erect poles and by virtue of its 
monopolistic position in the telephone 
industry. 

We therefore respectfully submit that the 
proposed bill be amended to provide access to 
telephone poles for coaxial cable purposes on 
an equitable basis. 


The Vice-Chairman: Gentlemen, you have 
heard the reading of the brief. I am sure you 
will have questions to ask. 


Mr. Rock, you are first. 


Mr. Rock: Gentlemen, you say on page 2 of 
your brief: 
_..The Bell Telephone Company has 
arbitrarily been proceeding without such 
easements being secured. 


You are aware that municipalities must give 
consent before poles are placed? 


Mr. Milligan: What we mean there is that 
the Bell Telephone has. the right-of-way 
and has an easement for the installation of 
telephone facilities, as granted by the Tele- 
phone Act. 
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Mr. Rock: Yes; but each time they want to 
put up a pole anywhere within a municipal- 
ity they ‘still -have’' to -get municipal 
permission. 


Mr. Milligan: Yes, this is true. 


Mr. Rock: They have the power, but they 
still have to get permission each time they 
put up a pole; and have to send in a diagram 
or a plan of what they intend to do. | 


Mr. Milligan: This is true; but not if they 
go along at a later date and attach coaxial 
cable to those poles. 


Mr. Rock: Of course not; and you are also 
aware that the CATV operators ask permis- 
sion from the municipality to operate in a 
certain sector of that municipality? 


Mr. Milligan: Yes; but they do not own the 
lines. 


Mr. Rock: No; but they do ask permission 
from the municipality. 


Mr. Milligan: In most cases where they go 
in to operate in conjunction with Bell the 
normal procedure has been to advise the 
municipality that they are coming in. ; 
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Mr. Rock: Are you sure of that, sir? I have 
been a municipal councillor for 13 years and 
I have never known it to operate that way. It 
has always operated the opposite way. It is 
the municipal council which decides which 
group is going to put in the cables, which 
group is going to run the CATV and usually 
if it is between a local man and outsiders the 
local man gets it. 


Mr. Milligan: This is the way it should be, 
but I know of two or three instances where 
this has not happened. 

For example, in North Bay and Midland I 
am quite sure this was not the case. 


Mr. Rock: But you are merely saying that; 
you are not proving anything there. 


Mr. Milligan: Oh, I am quite sure that I 
could. 


Mr. Rock: I wish to refer to pages 3 and 8. 
You say that..it..is understandable why the 
telephone industry should be a monopoly, 
and you go on: 

- However, this principle may not be 
extended to the CATV industry which 
can be compared to the electrical indus- 
try in the United States where competi- 
tion is permitted and rates are substan- 
tially lower... 


This is rather surprising. Where exactly does 
one find, in the same area, or on the same 
street, two competing distribution networks 
of electricity, or even CATV? 


Mr. Milligan: I can cite the instance of 
Chapleau, a relatively small town in northern 
Ontario, in which an operator was providing 
service and charging rates which certain 
other people in the town felt were out of line. 
Another group was formed and installed 
another system to compete with the system 
that was already there, and offering a better 
service at lower rates. 

We feel that although this is the exception 
and not the rule, it is the safeguard that 
should be there and that the CATV industry 
should abide by the law of the market-place; 
in other words, leave it open to competition 
so that the person with the best product at 
the lowest price gains. 

Mr. Rock: In other words, if three or four 
people in’ the same sector want to operate a 
CATV network you say that they should do 
so? 
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Mr. Milligan: Within the realm of good 
business procedure. That is, if someone is 
abusing their rights, or if an operator is 
charging exorbitant rates and giving poor 
service, then someone else should have the 
right to go in and compete. Generally speak- 
ing, this would never happen, because most 
businessmen would realize that it would be 
folly to attempt to compete with someone 
who is already giving good service at reason- 
able rates. 


Mr. Rock: I could agree with you if you 
said that you actually want CATV to be 
controlled by the Board of Transport Com- 
missioners, but you are not saying that. You 
are saying that if there is abuse then, and 
only then should another CATV operator be 
allowed to come in on the same poles. You 
say there should be competition. Where is the 
competition in that case? 


Mr. Milligan: I am saying that it should be 
left to businessmen to decide when it is 
advisable to compete. In other words, if a 
man is operating a business in a certain area 
and making an excessive profit, or doing 
very well, someone else may come along and 
say: “Well, that looks like a good business. I 
would like to compete with him.” This is the 
whole basis of our free enterprise society, 
and it should be encouraged wherever 
possible. ; 


Mr. Rock: I do not understand your think- 
ing in this at all. At one point you say ‘‘ves”’ 
and at another you say “no”. If you think 
that CATV should be based on the free 
enterprise system, in which everyone com- 
petes in the same sector, you should say so, 
but you are putting limits here and limits 
there and “if” this and “if” that. I do not 
understand your thinking. 
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Mr. Milligan: All I am Saying is that it is 
an industry. For instance, if you compare it 
to the newspaper industry, where you are 
selling papers, if two or three newspapers 
Wish to service a certain area the paper 
which provides the best service and at the 
right price, and so on, will get the business. 
Perhaps this is not a... 


Mr. Rock: No, I do not think it is a good 
example. People will sometimes buy three 
newspapers but they will not buy three CTV 
networks, they will not connect with three 
systems. 
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Mr. Milligan: That is true. 


Mr. Rock: I assume you agree it would 


look terrible to have two and three CATV — 


companies; you would have more wires 
strung on the poles than ever before. 


Mr. Milligan: Yes, but I submit that if the 
average operator were left with the decision 
when he would go in and compete, good 
business practice would automatically regu- 
late this to the point where there would not 
be an excessive number of lines on the poles. 


Mr. Rock: What about where municipali- 
ties are trying to force the electrical compa- 
nies—which they have a difficult time in 
doing—or Bell Telephone to go underground? 
Where do the CATV people stand in this 
case? 


Mr. Milligan: They would also go under- 
ground, as they have done in many instances. 


Mr. Rock: Then if they can go under- 
ground today they do not need to use the 
poles, they can go underground immediately 
without being obliged to use either hydro or 
telephone poles. 


Mr. Milligan: This is true but the cost of 
going underground in many instance is 
prohibitive if it has to be done on an exclu- 
sive basis. If there is no other choice, then 
certainly this is the way to go. 


Mr. Rock: Yes. Mr. Zimmerman introduced 
this Committee to the concept of the electron- 
ic highway, which is a broad band channel 
into every home for the transmission of tele- 
phone, television, educational television, data, 
transmission signals and video telephone sys- 
tems. You mention this in your opening 
statement on page 1. We have been told that 
all those things can eventually pass through 
the same channel. Why is it then not reason- 
able to have only one supplier for these 
channels? 


Mr. Milligan: There is a distinction to be 
made that we feel is an important one. If it 
is a situation where citizen A wishes to com- 
municate and send and receive information 
to citizen B, whether it be by telephone or 
video telephone, or what have you, then that 
is an area that logically falls into the tele- 
phone companies’ domain. But if it is a situa- 
tion where someone is selling a service—if 
you can call a television picture a service— 
then I feel that area that can be left open to 
competition, wherever possible or practical, 
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should be left open to competition. However, 
as soon as a number of telephone companies 
attempt to compete and interconnect citizens 
then, of course, competition is impractical. 


Mr. Rock: Yes. Coming back to the coaxial 
cable, could that cable be installed under- 
- ground as well as on poles? 


Mr. Milligan: Oh, yes. 


Mr. Rock: You have one that is aluminum 
covered with a plastic cover on top of the 
aluminum. 


Mr. Milligan: That is right. 


Mr. Rock: Is this the one that can go 
underground... 


Mr. Milligan: That is right. 


Mr. Rock: ... or does a special plastic have 
to be put over the cable? 


Mr. Milligan: Normally it is the same cable 
except that it has additional protection for 
burial... 


Mr. Rock: Yes. 


Mr. Milligan: ... to prevent the corrosive 
elements in the soil from attacking the 
aluminum, but basically it is still the same 
aluminum cable. 
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Mr. Rock: Yes. Therefore it is a simple 
matter for any CATV operator to actually 
ignore the hydro and Bell Telephone and just 
get permission from the municipality and 
offer them an underground system, which I 
think the municipality would be happy to 
accept. 


Mr. Milligan: In a town or city where the 
poles are already available it would cost 
much less and would create far fewer prob- 
lems to install on the poles than to go 
underground. 


Mr. Rock: Even considering the amount of 
money the CATV people would have to pay 
the Bell or the hydro for the use of their 
system? 


Mr. Milligan; Oh, yes, because usually if 
you go underground in an area that is 
already built up it involves digging up land- 
scaped properties and all sorts of problems 
which are not encountered if you attach to 
already existing aerial plants, but certainly 
this can be done and is being done. 
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Mr. Rock: Yes. The brief states on page 8 
that Bell is unable “to meet the requirements 
of the public and the independent cable 
television operators operating in a competi- 
tive society”. Are you an operator of a CATV 
network? 


Mr. Milligan: We have a small one, yes. 
Mr. Rock: You are the owner of one? 


Mr. Milligan: Yes, but our primary func- 
tion is that of a contractor installing systems 
for other operators. 


Mr. Rock: Yes. I cannot understand the 
fact that you are not here complaining as a 
CATV operator but merely as an installer of 
cable? 


Mr. Milligan: This is correct. 


Mr. Rock: Because I have not seen any 
briefs from any CATV people, they are not 
complaining. I know they are only concerned 
about being controlled by the new Board of 
Transport Commissioners for Canada. 


Myr. Milligan: That is true. I wish to make 
it clear that we are not speaking here on 
behalf of the operators, we are speaking on 
our own behalf as a contractor. We feel that 
although there are a sufficient number of 
operators in the industry who would like to 
own their own plant they are prevented from 
doing so in certain areas and we believe they 
should have this right. 


Mr. Rock: There are quite a number of 
CATV operators in Ontario and Quebec, 
around 200 or so. Some of them are quite 
large and they are owned by big corporations 
like Famous Players in Toronto. It surprises 
me that you are the only me complaining 
against Bell Telephone when there are 200 or 
so operators within these two provinces that 
are not here complaining. 


Mr. Milligan: They are not in the same 
position we are in. I must point out again 
that we are not complaining as an operator 
but as a contractor. We feel that in the area 
of providing the installation and service of a 
CATV system that we are competing with 
The Bell Telephone Company. We also feel 
that that competition is unfair by virtue of 
the fact that they are using the advantage 
obtained by their telephone right-of-way in 
order to virtually control certain areas for 
purposes other than telephone. 


Mr. Rock: Yes, but here you have about 
200 different companies from all over the 
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place that are not complaining. They are 
using the Bell and hydro services and they 
are not complaining but you are complaining 
because you are not getting a job, or some- 
thing like this. 


Mr. Milligan: We are complaining because 
they are using the Bell services and not ours. 
We feel we can offer them something. We 
believe there is a market here that can be 
exploited if we are allowed to compete on a 
fair and equitable basis. 


Mr. Rock: Has your company ever request- 
ed of Bell in writing a contract for installa- 
tion or to instal cable? Have you ever sub- 
mitted written prices in this regard to The 
Bell Company of Canada? 


Mr. Milligan: Yes, we have. 


Mr. Rock: Do you have a copy of that 
letter? On what date was it written? 


Mr. Milligan: Yes, I have it right here. 
Mr. Rock: Will you read it? 
Mr. Milligan: Yes. 
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This is a letter date June 1, 1967, directed 
to Mr. Peter White, Construction Officer, Bell 
Telephone Company of Canada, First Ave- 
nue, Ottawa, Ontario. It reads: 


Dear Mr. White: 


I would like to draw to your attention 
the services of Noram Cable Construc- 
tion Limited, should the services of a 
sub-contractor for Community Antenna 
Television be considered by the Bell 
Telephone Company. 


We are fully equipped to do any phase 
of Community Antenna Television work, 
having recently completed two turn-key 
installations, including Parabolic antenna 
and Head-End design, for two privately 
owned telephone companies. 


Our personnel have been in the Com- 
munity Antenna Television business 
since its inception and I feel that we 
could provide valuable assistance to your 
company should you at any time require 
the services of a sub-contractor at any 
location. 


This was signed by D. A. Page, Chief Engi- 
neer. We received no written reply to that 
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letter. Another letter sent on June 7, 1967, to 
the same address, reads: 


Dear Sir: 

Further to your telephone conversation 
of June 5, 1967...we are forwarding the 
folowing information for your consid- 
eration. 


Noram will provide construction 
crews, vehicles and equipment for the 
installation of CATV aerial cables and 
equipment at the following rate... 


And the rates are quoted. Are you interest- 
ed in hearing them 


Mr. Rock: No, not the rates. 


Mr. Milligan: And the various methods of 
doing it are also described. Then it goes on: 


Noram personnel have been actively 
engaged in the CATV business for many 
years. Our experience gained = as 
employees of the Metronics Corporation, 
Guelph Ontario, has been with both 
Telephone systems and P.U.C. pole sys- 
tems. Noram has built a good reputation 
with Telephone Companies in British Co- 
lumbia, Independent Telephone Compa- 
nies in Ontario and the Maritimes. We 
feel confident that as CATV specialists 
we can provide you with efficient, satis- 
factory cable installation service. 


We trust that this outline of our serv- 
ices and charges will be helpful to you 
in learning about Noram and that we 
may be of service to you in the future. 

Thank you for yout interest in this 
Company. 

Sincerely, 
Noram Cable Construction Limited 


We received no reply to that letter either. 


Mr. Rock: You have received no reply. I 
see. My last question is: as you are not a 
CATV company but are interested in the 
installation, that is, you work as an installer 
of the cables, how could you ask for power to 
instal cables on Bell or hydro poles as just 
the contractor who is going to instal the 
cable? I cannot understand your thinking in 
this regard. It is usually the people who are 
going to be involved in the network itself 
who get somebody to do the job for them and 
it is this company, not the installers, that 
makes the deal. It is the company itself, and 
I do not know how you, as an in-between, fit 
in, unless you are thinking that if you gain 
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this power you will then be able to run to 
other companies and say: “Look, we have a 
franchise; now you have to use us.” 


Mr. Milligan: Well, no. That is a good 
question. 


Mr. Rock: There are two ways. 


Mr. Milligan: That is a good point. But in 
fact most of the people who have approached 
us to install a CATV system for them are 
completely new to this business. They say to 
us, “Look, we know nothing about it; you 
negotiate on our behalf.’”’ We then approach 
town councils and public utilities commis- 
sions and so on. To date we have negotiated 
a number of situations on this basis and we 
have installed a number of systems on public 
utility plants where this is feasible. We have 
had no difficulty in negotiating full contracts 
with public utility commissions or CN tele- 
graphs or CP telegraphs or any other pole 
owner. But we have not as yet been success- 
ful with the Bell, and this we feel is not the 
way it should be. 


Mr. Rock: So you are more or less a 
installing contractor and you are also con- 
sultants in the same manner. In other words, 
you do sometimes plan the whole system for 
a company? 


Mr. Milligan: This is our client’s... 


Mr. Rock: Or do you just take their plan 
and install, and it is some other consultants 
who plan the system for CATV companies? 


Mr. Milligan: No, we would. This is our 
function, the planning and engineering of the 
system. 


Mr. Rock: You do that also? In other 
words, if anyone here wanted to get into that 
business, he would go to you; you would be 
able to plan, build, and install the whole 
thing. 


Mr. Milligan: And turn it over to him 
when it was finished; that is right. 


e 1055 
Mr. Rock: Thank you. 
The Vice-Chairman: Mr. Byrne. 


Mr. Byrne: Mr. Milligan, what do you 
define as a space spectrum? What does this 
mean? 


Mr. Milligan: By that I meant space in the 
radio frequency spectrum. In other words, a 
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coaxial cable could be used, for the sake of 
argument, at frequencies between 10 megacy- 
cles and 300 megacycles. A small portion of 
that spectrum space would be used for televi- 
sion, leaving other frequencies that could be 
used for other purposes. Does that answer 
your question? 


Mr. Byrne: Yes. I am trying to find in your 
brief just where it was used. When we went 
by it I intended to ask the question. 


Mr. Milligan: It was on page one. 


Mr. Byrne: Well, in any event, frequency 
spectrum can be used to encourage new 
susbscribers. 

...only the limit of man’s imagina- 
t1On Ss 5 

You have frequency spectrum but you also 
have space spectrum and I gather this has 
some relation to space on the poles? 


Mr. Milligan: No. 


Mr. Byrne: It has nothing to do with the 
carrying, that is the application of the cable 
to the poles through the cities? 


Mr. Milligan: No. 


Mr. Byrne: To what clause of the Bill are 
you referring? You refer simply to Bill C-104 
as one which gives these broad powers and 
does not provide for competition in any way. 
Which clause of the Bill do you feel should 
be amended in order to provide that Bell 
Telephone must negotiate with those who 
may make application for use of their poles? 


Mr. Milligan: I think this would have to be 
a new or additional clause because I do not 
think there is anything in the Bill that would 
relate to that. 


Mr. Byrne: Power companies distribute 
power. Do they normally have or enjoy these 
privileges in common with Bell Telephone? 


Mr. Milligan: Yes. 


Mr. Byrne: So that Bell Telephone is not 
the only vehicle which would be available to 
you? 


Mr. Milligan: This is right. The reason we 
are in business at all is the fact that there 
are certain towns that can be wired satisfac- 
torily without Bell poles. However, there are 
large areas in which we cannot offer our 
services because Bell does control the poles. 
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Mr. Byrne: Have you ever experienced any 
difficulty with power companies in respect of 
an application? 


Mr. Milligan: No. 


Mr. Byrne: Why would Bell be concerned 
about defining whose equipment should be 
used? Is it because they have a subsidiary 
manufacturing cables? 


Mr. Milligan: Actually, we feel they will 
attempt to promote the products of Northern. 


Mr. Byrne: To the exclusion of... 


Mr. Milligan: Well, we do not feel it should 
be to the exclusion, but it should be on an 
equitable basis. We submit that it has not 
always been that way. 


Mr. Byrne: The pole rentals are on an 
annual basis at so much per pole; is that the 
common practice? 


Mr. Milligan: This is right. 


Mr. Byrne: How would one determine who 
should become the carrier if Northern Elec- 
tric should bid $4 a pole and Noram $3.75? Is 
any opportunity given for bidding in this 
respect? Who actually says who the carrier 
will be? How is it determined if not by Bell 
simply determining it arbitrarily? 
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Mr. Milligan: Normally if an operator 
wishes to go into business in a particular 
town, if he chooses a route other than Bell 
Telephone, he would approach the munici- 
pality and request that a by-law be passed 
which would give him the right to install his 
cables in the town. He would then negotiate 
with the public utilities commission for a 
joint use agreement and he would then pro- 
ceed to wire the town. The rate at which he 
would rent space from the public utilities 
commission is the rate which is normally in 
effect. In other words, Bell Telephone, the 
telegraph people, or whoever else wishes to 
rent space, will rent this space from the 
public utility commission at a certain rate 
and this is a more or less standard rate that 
is applied throughout any one area, and to 
my knowledge there has never been any bid- 
ding involved on that basis. 


Mr. Byrne: The Bell Telephone Company 
of Canada describes itself as a common carri- 
er. How could this possibly then apply to 
poles, unless there is a designated link 
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between those poles? Your coaxial cable 
would not be a common carrier. 


Mr. Milligan: You mean the coaxial cable 
which is owned by others than Bell? 


Mr. Byrne: It could only apply to one 
television company. The coaxial cable could 
not carry the products of two companies. 


Mr. Milligan: I would say it could. This is 
what Bell Telephone wants to see happen in 
the cable television industry today. They will 
only allow you to use a certain portion of the 
spectrum for the distribution of television 
signals. They reserve the rest of the spectrum 
for their own use. So in effect, a situation 
could develop where that cable was being 
used by two different companies. 


Mr. Byrne: Then it is conceivable that two 
or more of the 200 operators that Mr. Rock 
referred to could be distributing CATV 
through one coaxial cable? 


Mr. Milligan: I do not know whether it 
would be practical to distribute more than 
one CATV service through one cable, but 
certainly you could have one CATV service, 
a facsimile service or educational television, 
or various other special services, but I do not 
think it would be practical if the same cable 
were to deliver two CATV services. 


Mr. Byrne: Do you have any concrete 
examples of Bell simply moving to block 
other operators, that is, other— 


Mr. Milligan: Other uses of cables? 


Mr. Byrne: You gave an example where 
two or three companies were bought out by 
Bell because they were of the opinion that 
the municipality was going to favour compet- 
ing companies. Can you document that? 


Mr. Yes. This 
Sarnia. 


Milligan: happened in 


Mr. Byrne: I was going to ask you if it was 
Sarnia. 


Mr. Milligan: This was the situation as we 
saw it. Southern Tele Services Limited, which 
was basically an independent telephone com- 
pany operating in Corunna on the outskirts 
of Sarnia, had us install a CATV system on 
their plant to serve Corunna ‘and then wished 
to expand this system to also serve Sarnia. 
They approached the public utilities commis- 
sion in Sarnia and arranged a full contract. 
They were then working with the Board of 
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Education and the council in an effort to 
obtain a by-law which would allow them to 
proceed to wire Sarnia and various negotia- 
tions were carried on over a period of 
months. 
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A joint meeting of the council and the 
Board of Educat‘on was held on Thursday, 
August 3 because the Board of Education was 
interested in the free educational services 
that Southern Tele Services were promising 
to provide. At that meeting the concensus 
appeared to be that the municipality was 
going to favour the installation of the non- 
Bell system and, according to the best infor- 
mation we can obtain, that weekend Bell 
Telephone executives flew in to Sarnia and 
offered, I believe, $29 a share for shares that 
a very short time previously had sold for $10. 
They were justified, of course, in buying 
Southern Tele Services because it was a tele- 
phone company. Once they had achieved 
control of this company, which they had to 
do over the weekend because the final coun- 
c.l meeting was on the Monday,— 


Mr. Byrne: On Sunday? 


Mr. Milligan: I beleve some negotiations 
took place over the weekend but when the 
Monday council meeting took place the oppo- 
sition was effectively eliminated. 


Mr. Byrne: You refer to the electrical 
industry in the United States on page eight, 
and you say: 

competition is perm‘tted and rates are 
substantially lower than, for example, in 
Ontario. 


Why do you find it necessary to introduce 
this comparison? Are you referring to hydro 
being distributed cheaper in the United 
States than in Ontario? 


Mr. Mill’gan: In some instances this is the 
case accord ng to advice we have received. 


Mr. Byrne: I do not know what the situa- 
tion is in that section of the United States 
but it should be pointed out that in the 
western United States hydro power is very 
heavily subsidised by the state. Does this 
power come from the Tennessee Valley Au- 
thority or from some similar organization? 


Mr. Milligan: I am not really an authority 
in this area. This wasa... 


Mr. Byrne: I rather doubt that the hydro 
producers in the United States can be used as 
a fair comparison with respect to competition. 
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The Chairman: Mr. Deachman. 


Mr. Deachman: Mr. Chairman, while Mr. 
Byrne was talking to the witness Mr. Reid 
and I had a look at clause 3 of the act of 
incorporation of The Bell Telephone Compa- 
ny of Canada. It reads in part: 


The said company may construct, erect 
and maintain its line or lines of tele- 
phone along the sides of and across or 
under any public highways, streets 
bridges... 


And it goes on to describe how the govern- 
ment of Canada stood behind The Bell Tele- 
phone in the acquisition of a system of ease- 
ments which would enable it to operate in 
the manner in which it has done. If I under- 
stand you correctly, sir, you are here to 
appeal to us to change the nature of that? 
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Mr. Milligan: Not as far as telephone ser- 
vice is concerned. 


Mr. Deachman: But to change the nature of 
the right and, if I am not mistaken, that was 
understood to be an exclusive right. Howev- 
er, I think when the government wrote the 
act, if they wanted to grant a general ease- 
ment which could be used by anybody who 
had to string wire for any purposes, that 
would have been written into the act at the 
time. However, it was not done. 


I am not a lawyer and perhaps other people 
in this room are more familiar with the legal 
implications of this matter than I am, but it 
seems to me that at the time it was an ex- 
clusive right. To come back then to the 
question, are you not asking that the govern- 
ment change the nature of this kind of 
contract? 


Mr. Milligan: No. We feel that it should be 
an exclusive contract es far as the telephone 
industry is concerned. We have no argument 
there, and I bel eve the intent of Parl ament 
in passing the Act was that they wished to 
facilitate the provision of efficient telephone 
service. Now we are talking about a different 
industry. 


Mr. Deachman: Your concept of the use of 
those poles is that whenever a different 
industry comes along that could make use of 
them they should have that right. Is that the 
argument you make? 


Mr. Milligan: Basically, yes. 
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Mr. Deachman: Basically, that is your 
argument; these were not put up exclusively 
as a telephone system but it was the inten- 
tion of the government and the understand- 
ing of the Company that these poles, in aue 
course, should be used for any other purpose 
as long as it was not a telephone line. 


Mr. Milligan: Yes, so long as it in no way 
impeded the telephone company’s ability to 
provide telephone service. 


Mr. Deachman: You could not make snow 
fences out of them. I have not been a munici- 
pal councillor as Mr. Rock was for 13 years, 
but all my life I have been nailing election 
bills on telephone poles and I always found 
that they considered them to be very sacred 
property. 


Mr. Pascoe: Is that not illegal? 


Mr. Deachman: I guess you do not do it in 
your constituency. 


Mr. Duncan: Could I say a word with 
respect to clause 11? This clause gives Bell— 
I do not know whether it is an exclusive 
right or not—a very valuable right to go into 
a municipality and, without requiring an 
easement by-law, to erect lines of telephone. 
Our position is that if somebody comes along 
and wants to use it for other than lines of 
telephone they should deal with the munici- 
pality and get the easement from the munici- 
pality. We do not want that section of the 
Act necessarily expanded. We maintain that 
they deal with the municipality and whoever 
is erecting coaxial cable then should be able 
to use the telephone poles. 


Mr. Deachman: What has happened in the 
case of the CPR, the CNR, hydro, and other 
telephone companies in other’ provinces. 
What is their attitude toward the use of their 
poles? 


Mr. Milligan: Generally speaking, tele- 
phone companies in other parts of Canada 
and in the United States will rent pole space. 


Mr. Deachman: They will rent pole space? 
Mr. Milligan: Yes. 


Mr. Deachman: You believe that to be gen- 
erally the case? | 


Mr. Milligan: I would say it is the case in 
a sufficient segment of the industry to prove 
that it can be done on a workable basis. 
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Mr. Deachman: The CPR and the CNR 
have poles through both the country and the 
cities, to some extent; what do they do? 


Mr. Milligan: They wiil rent pole space. 


Mr. Deachman: They wiil rent pole space 
for cable TV? 


Mr. Milligan: That is right. 


Mr. Deachman: What is your position in 
relation to hydro poles? Are you able to use 
hydro poles? 


Mr. Milligan: Yes. We use Ontario Hydro. 


Mr. Deachman: In the Province of Ontario, 
from what companies or agencies are you 
gettng the right to run your cable TV on 
poles? Can you name those that you have 
dealt with? 
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Mr. Milligan: 
municipalities? 


In terms of. specific 


Mr. Deachman: Yes. Could you name com- 
panies that are owners of poles from which 
you have been able to get easements? 


Mr. Milligan: I could name the various 
public utilities commissions in the various 
towns and cities that allow this. Is this what 
you mean? 


Mr. Deachman: Yes. They do allow this? 
Who owns those poles? 


Mr. Milligan: They are owned by the pub- 
lie utilities commissions in the various com- 
munities; for instance, Owen Sound, Guelph, 
Collingwood; Huntsville, Peterborough, Till- 
sonburg. Those are a few that I think of 
offhand. 


Mr. Deachman: What about CN/CP Tele- 
communications? Have you strung cable on 
their poles? 


Mr. Milligan: Yes. 


Mr. Deachman: Where in the Province of 
Ontario have you done this? 


Mr. Milligan: In Barrie, Ontario, there is a 
line of coaxial cable attached to Canadian 
National telegraph poles. In Guelph there is 
a line attached to the Canadian Pacific tele- 
graph poles. ces 


Mr. Deachman: Not operated by them but 
operated as an easement by a cable TV 
company? 3 
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Mr. Milligan: That is right. 


Mr. Deachman: Do you have any on Bell 
Telephone poles? 


Mr. Milligan: Not to my knowledge. 


Mr. Deachman: To your knowledge, are 
there any easements of any kind on Bell 
poles for any other purpose? 


Mr. Milligan: Yes, for hydro, of course. 
Mr. Deachman: Hydro? 


Mr. Milligan: Yes. In most municipalities 
the Bell will rent space to the utilities in 
return for similar space on utility poles. 


Mr. Deachman: But you do not Know of a 
cable TV anywhere that is running on a Bell 
Telephone pole? 


Mr. Milligan: Not that I am aware of. 
There may be, but certainly not to our 
knowledge. 


Mr. Deachman: May I come back again to 
this other question: You are aware of the use 
of cable TV on telephone poles or communi- 
cation poles, specifically, in these other 
instances? 


Mz. Milligan: Yes. That is right. 
Mr. Deachman: Thank you. 


Mr. Beli (Saint John-Albert): On the same 
general line, I would like to ask if you could 
give us a brief rundown of your industry and 
tell us about the other competitors? 


Mr. Milligan: Are you referring to our par- 
ticular industry, the contracting industry? 


Mr. Bell (Saint John-Albert): Yes. 


Mr. Milligan: There are two or three other 
similar organizations. There is one in British 
Columbia. We are the only CATV contractor 
in Ontario that is actively engaged in this 
line of work. The field at this point is rela- 
tively limited because of the fact that we 
cannot expand into very large areas because 
of the monopoly that Bell has on the poles. 
Does this answer your question? 


Mr. Bell (Saint John-Albert): Yes. I just 
wondered if there were any other companies 
similar to yours. Do I understand correctly 
that you say if Bell is not giving satisfactory 
service then you would probably apply to the 
Transport Commission for the privilege of 
pole .rental to begin your construction? 
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Would this not be creating a monopoly for 
you? What I do not understand is who would 
compete with you? 


Mr. Milligan: I am sure that if this area 
were opened up quite a number of other 
organ zations similar to ours would be 
formed. ' 


Mr. Bell (Saint John-Alberi): The competi- 
tion would take place for the franchise; ‘there 
would be bidding, or offers made by you and 
other companies, and the pole rental proba- 
bly would be the deciding factor. 


Mr. Duncan: My understanding of the law 
as it is at present is that whoever goes into 
coaxial cable must get a municipal easement 
and our view is that that applies to The Bell 
Telephone Company as well as to competi- 
tors. Presumably the person who would 
approach the Board of Transport Commis- 
sioners would be this person who was suc- 


cessful in getting an easement from the 
municipality. 
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Mr. Bell (Saint John-Albert): I see. In 


other words my monopoly contention is right, 
but it would be decided more by the munici- 
pality in the original instance? 


Mr. Duncan: Because of their ownership of 
the streets. 


Mr. Bell (Saint John-Albert): Do you know 
what has been the experience in the United 
States? You said that there are companies in 
competition there and that the poles are used 
more extensively. Perhaps you could tell us 
what you know about the situation in the 
United States and how the FCC has control 
over CATV and so on? 


Mr. Milligan: I am not, I must confess, 
entirely familiar with the American scene, 
but I have, over, the years, talked with a 
number of operators in various parts of the 
United States. They have described the meth- 
od by which they do business down there, 
and it is somewhat different from ours. In 
most cases the operators I have talked with 
have been able to negotiate fair pole-rental 
agreements with the telephone companies in 
the various areas where they operate. 
Whether these are members of the Bell sys- 
tem in the United States, I am not sure. 
However, I do know that there are a number 
of systems that are installed on telephone 
lines in the United States: . © - 
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Mr. Bell (Saint John-Albert): Yes; but you 
cannot tell us whether or not A.T. & T. have 
their own construction company, or do not 
permit concerns such as yours to use their 
poles? 


Mr. Milligan: As far as A.T, & T. is con- 
cerned, I am not in a position to answer. 


Mr. Bell (Saint John-Albert): To get back 
to my original question, the determination of 
whether or not Bell is giving satisfactory 
service along the lines of endeavour that you 
are interested in is not really important. You 
are merely asking for the privilege of com- 
peting where you think competition should 
be allowed and where you think you can do 
it profitably? 


Mr. Milligan: Basically, yes. 


Mr. Bell (Saint John-Albert): You are not 
asking anyone to determine whether or not 
Bell is giving satisfactory service. It is merely 
that you believe that individuals such as 
yourself should decide what looks to be a 
likely place into which you can move? 


Mr. Milligan: That is right; and that we be 
allowed to compete on a fair and equitable 
basis. 


Mr. Bell (Saint John-Albert): I come back, 
then, to the question of with whom you 
are going to compete. Presumably, as you 
say, it w ll be these other companies that will 
be built up like yours? 


Mr. Milligan: We could really have no 
argument against Bell’s coming in on the 
basis on which we are operating, but what 
we do object to is what we feel is unfair 
competition from Bell in these areas. 


Mr. Bell (Saint John-Albert): Yes. You and 
these other companies would apply to the 
munic pality in the first instance for the 
privilege, or the franchise, and there would 
be no reference to rates, or anything like 
that? It would just be an arbitrary type of 
decis:on who would get the franchise. 


Mr. Milligan: Normally it would be on the 
basis of first come, first served. This has usu- 
ally been the case in the past. 


Mr. Bell (Saint John-Albert): And once you 
had this privilege it would be subject to 


negotiation of rates approved by the Trans- 
port Commission? 


Mr. Milligan: Yes, I would say so. 
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Mr. Bell (Saint John-Albert): This would 
constitute quite an exclusive franchise to you. 
In other words, once construction had com- 
renced you would not foresee other compa- 
nies putting any further lines on the poles? 


Mr. Milligan: No. Normally, no business- 
man would seriously consider going in to 
compete in an area in which an operator 
was already providing satisfactory service. 
The only situation that I can think of where 
another operator has gone in and overw.red 
was where the first operator was not provid- 
ing adequate service at a fair rate. 
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Mr. Bell (Saint John-Albert): Thank you 
very much. 


The Chairman: Mr. Reid. 


Mr. Reid: Cable television in itself is basi- 
cally a monopoly operation, then, is it not? 
For example, you get this in part of Ottawa. 
You obtain this franchise from the City of 
Ottawa. That makes it pretty well a monopo- 
ly situation. 


Mr. Milligan: I would say that in the 
Ottawa situation this is the case; but the 
Ottawa situaton, to the best of our knowl- 
edge, is unique in that it was the City Coun- 
cil who decided who would operate and 
where they would operate in the city. 


Mr. Reid: How are these franchises nor- 
mally alloted, then? 


Mr. Milligan: Normally, it is a non-exclu- 
sive franchise. If my understand ng is cor- 
rect, for a town or city council to issue an 
exclusive franchise there has to be an act go 
through the provincial house to give them 
that power. 


The Chairman: 
Reid? 


Mr. Reid: No. 

I am a bit surprised by that, because it 
was my understanding that Wnnpeg had 
split up the city as well and provided fran- 
chises I think to two or three companies on 
an exclusive area basis. 


Have you finished, Mr. 


Mr. Milligan: It was probably done in the 
same way that it was done in Ottawa. But 
these are the exception, not the rule. 


Mr. Reid: I see. Basically the problem you 
face is that when Bell originally set up its 
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poles to provide telephone service there was 
no objection because it was a monopoly 
situation; but now that new needs in com- 
munications have come along Bell, you claim, 
is keeping them to itself by its control over 
the poles which it owns, backed by the feder- 
al legislation? 


Mr. Milligan: That is right. 


Mr. Reid: You would like to see these poles 
put in the position of, say, a common carrier, 
whereby the rates for rental would be set by 
an independent board such as the Board of 
Transport Commissioners, which is now part 
of the Canadian Transportation Commission, 
and would be available to all-comers? Is that 
correct? 


Mr. Milligan: Correct. 


Mr. Reid: The real control of the fran- 
chises would then be with city councils rath- 
er than with Bell, or, to put it more precisely, 
with city councils and the Bell Telephone? 


Mr. Milligan: Yes. 


Mr. Reid: Is the latter the precise way in 
which most of them are handled at the 
moment? Does Bell have a veto over a coun- 
cil’s ability to award a franchise? 


Mr. Milligan: In the areas where they own 
the poles, yes. 


Mr. Reid: In those areas where they own 
the poles. And that would cover most of the 
large markets in which you would like to 
compete? 


Mr. Milligan: This is correct. 
Mr. Reid: Such as Toronto and Montreal? 
Mr. Milligan: That is correct. 


Mr. Reid: Is there any way in which the 
municipality could award the franchise and 
order Bell to permit the use of its poles at, 
say, fair and reasonable rates? 


Mr. Milligan: Not that I know of. 


Mr. Reid: In other words, unless the Bell 
group is excepted by the town council 
awarding the franchise you would say there 
would be no possibility of bringing this ser- 
vice to the people? 


Mr. Milligan: Yes. 
Mr. Reid: That is correct? 
Mr. Milligan: Yes. 
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Mr. Reid: In other words, in those areas: 
where Bell owns the telephone poles and 
where there is no competition from public 
utility poles, or hydro poles, or CN or CP, 
Bell does have a monopoly over the provision 
of cable TV? 


Mr. Milligan: Yes. 


Mr. Reid: And this monopoly is quite 
analogous to the monopoly it now enjoys in 
the telephone service? 


Mr. Milligan: Exactly. 


Mr. Reid: Your argument, then, is that this 
is not analogous to telephone service in that 
service can be provided by a number of 
operators and there is the opportunity for 
competition? 


Mr. Milligan: That is right. 


Mr. Reid: And you further make the argu- 
ment that in some cases Bell has forced on 
cable operators inefficient equipment of its 
own manufacturer. 


Mr. Milligan: I would say so, yes. 


Mr. Reid: You gave an example of the 
copper... 


Mr. Milligan: Copper taped cable. 


Mr. Reid: As opposed to the aluminum 
jacketed cable. 


Mr. Milligan: That is right. 


Mr. Reid: And what you would like to see 
is Bell’s poles reduced to the status of a 
common carrier, in the way that hydro is a 
common carrier? 
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Mr. Milligan: Yes, that is correct. 


Mr. Reid: Thank you, Mr. Chairman. 
Mr. Byrne: The poles only. 
Mr. Milligan: Yes; that is correct. 


Mr. Southam: Mr. Chairman, most of the 
area that I was going to question on has been 
covered by Mr. Deachman and just now by 
Mr. Reid but I would like to ask Mr. Duncan 
one question. You mentioned the fact, I 
think, at the beginning of your dissertation 
that you are just a new company, you have 
not been in business too long? How far have 
your business activities carried you into the 
West? Have you been into Western Canada? 
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Mr. Milligan: We installed a system in a 
section of Vancouver, where we were work- 
ing on British Columbia telephone poles. 


Mr. Southam: In other words, you found 
your busness association compatible, say, 
with the Saskatchewan public utility or tele- 
phone companies of Manitoba, Alberta and 
British Columbia? 


Mr. Milligan: We have had no dealings in 
those provinces. 


Mr. Southam: You have not? 


Mr. Milligan: We have in British Columbia 
and in the Maritimes. 


Mr. Southam: But. if you did you would 
not anticipate having any problems in getting 
easement or rights to use their telephone pole 
systems, or what is your experience? 


Mr. Milligan: Well, we were not actually 
involved in negotiations with the telephone 
companies. These negotiations had been 
made by the operator and we were, in this 
case, simply a contractor doing the work so 
that I cannot really answer that with 
authority. 


Mr. Southam: But according to the state- 
ment you made, you would not anticipate 
having any problem in that area? 


Mr. Milligan: No. 


Mr. Southam: In other words, the infer- 
ence I have been getting from your answers, 
and they are straightforward as far as I am 
concerned, is that the problem you run into 
is in areas where Bell Telephone has the 
franchise and is taking, more or less, a 
monopolistic attitude. 


Mr. Milligan: This is our contention. 
Mr. Southam: That is all, Mr. Chairman. 


Mr. Pascoe: Mr. Chairman, I have been 
asking questions about underground cables 
because Bell has suggested that they are put- 
ting more cables underground all the time. In 
places where they put cables underground, 
could the CATV have permission to build 
poles along that same route? 


Mr. Milligan: This would be at the discre- 
tion of the municipal authorities. Normally if 
the other services are going underground 
they would not allow a cable to go overhead. 


Mr. Pascoe: They would not allow it? Bell 
itself could not refuse permission to go along 
the line they. have underground? 
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Mr. Milligan: If they have the easement 
they could logically refuse another party per- 
mission to install cable in the area. | 


Mr. Pascoe: I have another question along 
this line. On page nine of your brief you 
refer to Bell Telephone Company’s control 
over strategically located poles, then on page 
eleven you refer to its inventory of strategic 
poles and on page two to the fact that Bell 
has telephone poles needed for cable televi- 
sion. Do you suggest by this that Bell has 
erected pole lines that are not much in use 
now but still controlling any expansion of 
CATV cables? You refer to a strategic loca- 
tion several times and I am trying to get at 
whether they are trying to erect these 
poles with a definite idea of control. 


Mr. Milligan: No, I do not think so. 
Mr. Pascoe: You do not think so? 
Mr. Milligan: No. 


Mr. Pascoe: Do you think they might, if 
they get this extra capitalization of $750 mil- 
lion, go in for putting up poles that would 
control it? 


Mr. Milligan: It is possible. This had not 
occured to us but it is possible. 


Mr. Pascoe: Just one more question. I 
guess I was occupied when you were answer- 
ing Mr. Byrne. You say here, on the last 
page: 

We therefore respectfully submit that 
the proposed Bill be amended. 


Did you make any definite reply to Mr. 
Byrne about how you would have this Bill 
amended; and definite wording that would 
include what you are asking for in this 
brief? 


e 1135 


Mr. Milligan: I feel it would have to be a 
new clause unless you considered it an 
amendment to section 3 of the 1880 Statutes. 
But I feel that if our request were met a new 
clause would have to be brought into the 
Bill. 


Mr. Pascoe: I see. That is all I have, Mr. 
Chairman. 


Mr. Cantelon: I have three rather subsidi- 
ary questions because I think it has been 
pretty well brought out in questioning that 
actually what you are asking is that the 
monopoly privilege of Bell be removed from 
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the use of their poles. In other words, that 
anybody should be able to use the poles if 
they get permission from the municipality. I 
was rather curious; you said that sometimes 
hydro poles were used. I was under the 
impression that it was impossible to use a 
coaxial cable on a hydro pole. Would there 
not be good deal of interference or is a coaxi- 
al cable so well shielded that you can put it 
on a hydro pole? 


Mr. Milligan: It is well shielded to the 
extent that it can be operated within a cer- 
tain distance of power. There has to be a 
standard clearance kept for safety reasons 
but interference is not really a consideration. 


Mr. Cantelon: I have another question on 
the same technical line. When an _ under- 
ground service is put in, does not that consist 
essentially of a rather large-sized plastic pipe 
or something of that sort through which 
other cables are drawn? 


Mr. Milligan: Very often but not always. As 
far as cable television is concerned, the cable 
is frequently installed directly in the ground 
with no addtional conduit or protection, the 
protection being part of the cable itself. 


Mr. Cantelon: What disturbed me, then, is 
there might be such cables already installed 
by the telephone company. How are you 
going to put your coaxial cable in the same 
place without having to tear up streets and 
all the rest of it? 


Mr. Milligan: This is the big problem when 
going underground. 


Mr. Cantelon: So there is no particular 
advantage in underground wiring, if you 
want to put a coaxial cable in, if you cannot 
draw it through existing conduits. 


Mr. Milligan: That is right. Actually, in 
many instances ducts are available under 
various streets that could be used and we 
feel the same prince ple should apply to ducts 
as to poles. In other words, if there is space 
available there it should be made on a rental 
basis. 


Mr. Cantelon: That duct, in fact, should be 
a common carrier; is that what you are get- 
ting at? 


Mr. Milligan: Yes. 


_.Mr. Cantelon: I was rather interested in 
some of the questioning with respect to the 
West. I live in Saskatchewan, so does Mr. 
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Pascoe and so does Mr. Southam and so far 
as I know, there are no cable televisions 
there at all. Do you know if there are? 


Mr. Milligan: In Saskatchewan there is one 
in Estevan. 


Mr. Southam: I was going to say I can 
help the witness. There is one in my home 
area. 


Mr. Cantelon: That must be about the only 
one. You see, my understanding is that the 
reason there are none is that there are not 
enough stations there to make. it worth while 
putting up a cable television. You cannot get 
enough channels. 


Mr. Milligan; That is right. 
Mr. Cantelon: Thank you. 


Mr. Byrne: You say on page 2, and I am 
going back to this spectrum space 
At present the Bell Telephone Com- 
pany instals cable television systems and 
retains ownership thereof and_ rents 
spectrum space to individual operators. 


You are a contractor and you sell the 
system. 


My. Milligan: That is right. 


Mr. Byrne: And under no circumstances 
have Bell or their subsidiaries sold the televi- 
sion system to an operator? 


Mr. Milligan: Not to my knowledge. 


Mr. Byrne: They have retained in every 
case the ownership of the system. Do they 
charge rent for the poles? Is it on a pole 
basis? 
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Mr. Milligan: No, they charge rent on the 
basis of cable footage. 


Mr. Byrne: If the operator to whom you 
are selling were given the right to instal on 
those poles, would he be paying on a footage 
basis or on a pole basis? 


Mr. Milligan: He would normally pay on a 
pole basis, which would amount to roughly 
the same amount of money. 


Mr. Byrne: Are there any instances of 
municipalities having control of the poles 
that belong to Bell Telephone, that is that 
they have, as has a public utility, actual 
control of the poles? 
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Mr. Milligan: Not if the poles are owned 
by The Bell. At least, not to my knowledge. 


Mr. Byrne: Only in the case of their own- 
ership of the power poles. 


Mr. Bell (Saint John-Albert): This question 
arises out of the discussion on CATV. I 
understood you to say that in some instances, 
in fact in many instances, there is necessary 
municipal or provincial approval for a fran- 
chise and what I would like to ask you is 
this. If you have had a chance to look at this 
Bill, are you worried, as some others have 
stated they were, particularly the reeves and 
mayors of the municipalities of Ontario, that 
if we give these further powers to Bell in the 
Bill this might take away the need to get 
franchise approval from the municipalities 
and the provinces? 


Mr. Milligan: Exactly. 


Mr. Bell (Saint John-Albert): In the cases 
of these CATV privileges with which you are 
familiar—and I understand that you are not 
directly concerned with this, being just a 
part “of the CATV ‘approval—was Bell 
involved in any of these hearings? Let me 
ask it another way: do you know of any 
CATV approvals that Bell were involved in 
where municipal and provincial approval 
was not necessary? 


Mr. Milligan: Yes. Oh, yes. I would say 
there have been a number of instances where 
CATV systems have been installed using Bell 
facilities where the municipality has not been 
in any way involved. 


Mr. Bell (Saint John-Albert); Then your 


fear is that this legislation would further 
that. 


Mr. Milligan: We feel that at this point 
The Bell do not really have the right to go 
into a town without approaching the authori- 
ties and obtaining the right-of-way for their 
television cables; that the fact that they have 
that right-of-way for telephone does not 
automatically give it to them for television 
and that they should negotiate in each 
instance a new right-of-way, which they are 
not doing. But if the Bill were passed in its 
present form they would not have to do that. 
Does that answer your question? 


Mr. Bell (Saint John-Albert): Yes. It is 
helpful. Bell claim that one of the reasons 
they want this further legislation is to clear 
up the indefinite there may be in sectors; but 
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then you go further and say that they want 
too much. As has been pointed out, we may 
have to get some legal advice to find out the 
position of the original statutes and have 
some kind of a Department of Justice 
interpretation. 


Mr. Deachman: I would be very much 
interested, and I am sure you would, to find 
out prec:sely what was the intent of the 
government and of the company when these 
were orig nated and just what the philosophy 
was behind the granting of these easements. 
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Mr. Bell (Saint John-Albert): That is true. 
I do not worry, though, like Mr. Deachman, 
that we could not change it or clarify the law 
now under new circumstances. 


Mr. Deachman: No, but all I ask is: is that 
what we are being asked here to do and is 
this part of our reference in looking at this 
Bill? I do not know. 


The Vice-Chairman: 
Mr. Bell? 


Mr. Bell (Saint John-Albert): Yes. 


Have you finished, 


The Vice-Chairman: Mr. Reid. 


Mr. Reid: I would like to quote very briefly 
from a submission that was made to the 
Committee on October 31, 1967, on page 162. 
It is a description of Bell’s operations in the 
cable TV field. 


Bell, however, offers a rigid type of 
lease-back arrangement, with cable 
television systems wishing to bring this 
valuable service to communities. The 
cable television system has to pay Bell 
the cost of laying both trunk and distri- 
bution cable in full, in advance of or by 
completion, at so much per foot—a sub- 
stantial investment for the cable TV sys- 
tem. Bell then proceeds to “rent” back 
the cable plant to the cable TV system at 
so much a foot. The CATV system never 
really owns anything on this basis, 
although they pay handsomely for it, 
and this puts Bell in the enviable posi- 
tion of beng a sort of leasehold landlord 
who could eventually own everything, 
lot, stock and barrel. This despite the 
fact they are given special government 
territorial protection to operate telephone 
service only. 


Would you say this is a fair description of 
the way Bell operates in those areas having 
cable television systems? 
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Mr. Milligan: Yes, I would say so. 


Mr. Reid: In other words it really puts the 
person who has gone out and got the CATV 
franchise in the position of being an agent for 
Bell. In other words, he is the middleman 
who provides the franchise and Bell makes 
the larger profit because of its ownership and 
its insistence on the ownership of the facili- 
ties to transmit the cable TV picture. 


Mr. Milligan: I would say so. 


Mr. Reid: Would you say this is where the 
profit is to be made in the cable TV? 


Mr. Milligan: I would say your use of the 
word “larger” is perhaps not accurate 
because I think the operator at this point still 
makes a much larger profit than does The 
Bell Telephone Company. 


Mr. Reid: But over a long period of time? 


Mr. Milligan: Well, this is what frightens 
many operators. What happens when the 
present contract runs out? At some future 
date Bell could then impose a complete— 


Mr. Reid: In other words, sir, there is 
absolutely no protection for the fellow who 
has shown the initiative to go out and get the 
contract except in so far as he has been 
allowed to write off his investment over a 
period of whatever the lease originally is. 
And because Bell maintains such a tight con- 
trol over the equipment, by refusing to allow 
the cable TV operator to provide the original 
equipment himself, the danger is that Bell 
will be able to use this lever to pick up the 
franchises at a later time at perhaps less 
than what would normally be the going 
price. 


Mr. Milligan: This is a distinct possibility 
and it certainly worries many operators. 


Mr. Reid: Thank you. 


Mr. Leboe: I would like to ask a supple- 
mentary question, Mr. Chairman. 


The Vice-Chairman: Yes, Mr. Leboe. 


Mr. Leboe: The whole thing indicates to 
me that The Bell Telephone is actually capi- 
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talizing on the franchise for the right-of-way. 
It is capitalizing on right-of-way, which right 
the present Bill, before any further altera- 
tions, does not provide it with. 


Mr. Milligan: That is our feeling. 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, if I may interject, I do not mean to 
criticize Mr. Leboe’s question but they may 
or may not be capitalizing on this privilege; 
but in all fairness, Bell would say that it is 
being done on behalf of the taxpayers of the 
country. Whether it is being done efficiently 
in our best interests is more the argument, is 
it not? 


Mr. Deachman: That is the point. 


Mr. Leboe: You were saying that The Bell 
Telephone Company say that it is done in the 
best interests of the country. 


Mr. Bell (Saint John-Albert): 
they would say -that. 


I am sure 


The Vice-Chairman: If there are no fur- 
ther questions, I would like to thank Mr. 
Forster, Mr. Milligan and Mr. Duncan for 
presenting their brief and answering our 
questions. 
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Mr. Deachman: Mr. Chairman, before we 
rise I think we all would be interested in 
knowing how much further do we have to go 
before we can report this Bill? Could you 
give us some indication? 


The Vice-Chairman: We do not have any 
further meetings scheduled from now until 
Christmas. 


Mr. Bell (Saint John-Albert): 
December 22? 


The Vice-Chairman: If anything new 
comes up you will be notified by the Clerk. 


How about 


Mr. Reid: Now, we will have time to read 
all the evidence. 


The 
much. 


Vice-Chairman: Thank you’ very 
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STANDING COMMITTEE 
ON 
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Chairman: Mr. JOSEPH MACALUSO — 


MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 14 


THURSDAY, FEBRUARY 1, 1968 


Respecting 
Bill C-104, An Act respecting The Bell Telephone Company of Canada. 


WITNESSES: 


From the Bell Telephone Company of Canada: Mr. M. Vincent, President; 
Mr. A. J. de Grandpré, Vice-President, Law; Mr. R. C. Scrivener, 
Executive Vice-President, Operations. 


QUEEN’S PRINTER AND CONTROL 
OTTAWA, 1968 
27693—1 


STANDING COMMITTEE 
ON 
TRANSPORT AND COMMUNICATIONS 


Chairman: Mr. Joseph Macaluso 
Vice-Chairman: Mr. H. Pit Lessard 


and 

Mr. Allmand, Mr. Horner (Acadia), Mr. Pascoe, 
Mr. Bell (Saint John- Mr. Howe (Wellington- Mr. Reid, 

Albert), Huron), Mrs. Rideout, 
Mr. Byrne, *Mr. Jamieson, Mr. Rock, 
Mr. Cantelon, Mr. Leboe, Mr. Schreyer, 
Mr. Deachman, Mr. Lewis, Mr. Sherman, 
Mr. Emard, Mr. McWilliam, Mr. Southam, 
Mr. Groos, Mr. Nowlan, Mr. Stafford—24. 


(Quorum 13) 


Ri Vie Vink 
Clerk of the Committee. 


* Replaced Mr. Andras on January 30, 1968. 


ORDERS OF REFERENCE 
TUESDAY, January 30, 1968. 


Ordered,—That the name of Mr. Jamieson be substituted for that of Mr. 
Andras on the Standing Committee on Transport and Communications. 


Ordered,—That the Standing Committee on Transport and Communications 
be empowered to consider and report upon all aspects of transportation 
as they relate to the Atlantic Provinces, taking account of the conclusions 
and recommendations of the Atlantic Provinces Transportation Study, 
January, 1967, Volumes 1 to 12, prepared by the Economist Intelligence 
Unit Limited, and the Report of the Royal Commission on Transportation, 
1961, Volumes 1 and 2, and recommend what measures should be initiated 
in order that the national transportation policy may be as fully implemented 
as possible in the Atlantic Provinces. 


That the said Committee shall examine, in particular, the effectiveness of 
the Maritime Freight Rates Act with power to study and make recommenda- 
tions concerning: 

(a) changes or alterations which may now be desirable in the Maritime 
Freight Rates Act; and 
(6) alternative methods of assisting transportation in the Atlantic Prov- 
inces either in addition to the Maritime Freight Rates Act or in sub- 
_-Stitution therefor in whole or in part with the purpose that maximum 
_ benefits be obtained by ‘the Atlantic Provinces from the expenditure 
being made. 


That for the purposes of this inquiry, the said Committee shall be em- 
powered to adjourn from place to place within Canada; that the Clerk and 
necessary supporting staff be authorized to accompany said Committee, and 
that the Committee be authorized to engage the services of counsel, accountants, 
etc. 


Attest. 


ALISTAIR FRASER, 
The Clerk of the House of Commons. 


14—3 
27693—13 


REPORT TO THE HOUSE 


WEDNESDAY, February 7, 1968. 


The Standing Committee on Transport and Communications has the honour 
to present its 


ELEVENTH REPORT 


Your Committee has considered Bill C-104, An Act respecting The Bell 
Telephone Company of Canada and has agreed to report it with the following 
amendments: 


Clause 4 
Delete. 


Clauses 5 and 6 
Renumber as Clauses 4 and 5. 


Clause 7 
Delete and substitute therefor new Clause 6 as follows: 


“6 Section 5 of chapter 81 of the Statutes of 1948 is hereby repealed 
and the following substituted therefor: 


“5. (1) It is hereby declared that subject to the provisions of the 
Radio Act and of the Broadcasting Act and of any other statutes of 
Canada relating to telecommunications or broadcasting, and to regula- 
tions or orders made thereunder, the Company has the power to trans- 
mit, emit or receive and to provide services and facilities for the trans- 
mission, emission or reception of signs, signals, writing, images or sounds 
or intelligence of any nature by wire, radio, visual or other electro- 
magnetic systems and in connection therewith to build, establish, main- 
tain and operate, in Canada or elsewhere, alone or in conjunction with 
others, either on its own behalf or as agents for others, all services and 
facilities expedient or useful for such purposes, using and adapting any 
improvement or invention or any other means of communicating. 


(2) Notwithstanding subsection (1), the Company and its sub- 
sidiaries do not, however, directly or indirectly or by any other means, 
have the power to apply for or to be the holder of a broadcasting licence 
as defined in the Broadcasting Act or of a licence to operate a com- 
mercial Community Antenna Television Service. 


(3) The Company shall, in the exercise of its power under subsec- 
tion (1), act solely as a carrier, and shall neither control the contents nor 
influence the meaning or purpose of the message emitted, transmitted or 
received as aforesaid. 
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(4) If any equipment, apparatus, line, circuit or device not provided 
by the Company be attached to, connected or interconnected with, or used 
in connection with the Company facilities, such attachment, connection 
or interconnection shall be made in conformity with reasonable require- 
ments of the Company. 


(5) Any person who is affected by any requirements prescribed by 
the Company under subsection (4) may appeal to the Canadian Transport 
Commisison which shall hold public hearings to determine the effect of 
these attachments, connections or interconnections on the cost and 
value of the service to the subscriber, and. thereafter decide if such 
requirements are reasonable and in the public interest. 


The Commission may disallow any such requirements as it considers 
unreasonable or contrary to the public interest and may require the 
Company to substitute requirements satisfactory to the Commission in 
lieu thereof or prescribe other requirements in lieu of any requirements 
so disallowed. 


The decision of the Commission is subject to review pursuant to 
Section 53 of the Railway Act.’ ” 


Clause 8 


Delete and substitute therefor new Clause 7 as follows: 


“7, For the purpose of carrying out its corporate powers the Company 
is empowered to purchase or otherwise acquire, and to hold shares, bonds, 
debentures or other securities in any other Company engaged in re- 
search and development work in areas of inquiry that relate to the ob- 
jects of this Company and to sell or otherwise deal with the same 
provided that such other company, not being a subsidiary of the Com- 
pany on the date on which this Act comes into force, does not manufac- 
ture products for sale to the Company or to other customers.” 


Clauses 9 and 10 


Renumber as Clauses 8 and 9. 


Clause 11 
Renumber as Clause 10 and amend in the English copy of the Bill only, by 
changing “Section 5’, on line 20 of page 7 to read ‘Section 3”’. 


On line 31, on page 8, change the period to a semicolon and add thereafter 
the words: 


“and Section 378 (except subsection 1) of the Railway Act shall apply 
to the Company insofar as line or lines of telecommunications are 
concerned.” 

Clause 12 


Renumber as Clause 11 and amend on line 34 by adding the words “or 
retired employee” after the word “employee”, and on line 36 by adding the 
words “or retired employee” after the word ‘“‘employee’”’. 


Clause 13 
Renumber as Clause 12. 


or 


Clause 14 
Delete. 


Clauses 15 and 16 
Renumber as Clauses 13 and 14. 


A copy of the Minutes of Proceedings and Evidence relating to this Bill 
(Issues Nos. 3, 4, 5, 6, 7, 10, 12, 13, 14 and also Issue No. 42 of the Minutes of 
Proceedings and Evidence of the Standing Committee on Transport and Com- 
munications for the past session) is tabled. 


Respectfully submitted, 


JOSEPH MACALUSO, 
Chairman. — 


MINUTES OF PROCEEDINGS 


THURSDAY, February 1, 1968 
(18) 


The Standing Committee on Transport and Communications met this day 
at 10.07 o’clock a.m. the Chairman, Mr. Macaluso, presiding. 


Members present: Mrs. Rideout and Messrs. Bell (Saint John-Albert), 
Byrne, Cantelon, Deachman, Groos, Jamieson, Lessard, Lewis, McWilliam, 
Macaluso, Pascoe, Reid, Rock, Schreyer, Sherman, Southam—(17). 


_ Also present: Mr. R. C. Honey, M.P., Sponsor of the Bill. 


In attendance: From the Bell Telephone Company of Conadec Mr. M. Vin- 
cent, President; Mr. A. J. de Grandpré, Vice-President, Law; Mr. R. C. 
Scrivener, Executive Vice-President, Operations. 


The Chairman explained that there were a few items pertaining to the 
Atlantic Provinces tour to be attended to prior to discussing Bill C-104. 


Moved by Mr. Lessard, seconded by Mr. Bell (Saint John-Albert), 


Resolved, that the Clerk of the Committee be authorized to procure addi- 
tional copies of the Atlantic Provinces Transportation Study and Volume 2 of 
the MacPherson Report and Maritime Freight Rates Act for the use of the 
Committee. 


Moved by Mr. Lessard, seconded by Mr. Bell (Saint John-Albert), 


Resolved, that the Chairman and/or Clerk of the Committee be re-imbursed 
for out-of-pocket expenses incurred while engaged in Committee business dur- 
ing the preparatory planning for the Atlantic tour. 


Moved by Mr. Lessard, seconded by Mr. Bell (Saint John-Albert), 

Resolved, that the Clerk be authorized to secure the services of a qualified 
stenographer to provide stenographic services to the Committee during the 
Atlantic tour. | 


Moved by Mr. Lessard, seconded by Mr. Bell (Saint John-Albert), 

Resolved, that the Clerk be authorized to place paid advertisements in 
various Atlantic Provinces newspapers to inform interested os of the 
hearings: 


Moved by Mr. Lessard, seconded by Mr. Bell (Saint John-Albert), | 
Resolved, that the Clerk be authorized to secure the services of the follow- 
ing supporting staff: 
1 Assistant Committee Clerk 
1 Interpreter 
2 Male Techicians/ operator: with complete portable Reqoniane apparatus 
1 Console Operator. 
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The Chairman tabled a brief (distributed to members in December) on 
behalf of The Thorne Group Ltd. and this appears as an appendix to this 
day’s Minutes of Proceedings and Evidence (See Appendix A-11). 


The Chairman introduced Mr. de Grandpré who, on behalf of the Company, 
commented on various aspects of the briefs which had been submitted to the 
Committee and on the various questions raised previously by members and 
interested parties. 


The members questioned the Bell officials on Mr. de Grandpré’s remarks. 


At 12.40 o’clock p.m., the Committee adjourned until 3.30 o’clock p.m. 


AFTERNOON SITTING 
(19) 


The Standing Committee on Transport and Communications met this day 
at 3.45 p.m., the Chairman Mr. Macaluso, presiding. 


Members oresent: Messrs. Allmand, Bell (Saint John-Albert), Byrne, 
Cantelon, Groos, Lessard, Lewis, Macaluso, Pascoe, Reid, Rock Schreyer, 
Southam, Stafford—(14). 


Also present: Messrs. Honey and Saltsman, M.P.’s. 
In attendance: Same as at morning sitting. 


There being no further questions the Committee Sipser to the clause 
by clause study of Bill C-104. 


Clauses 1, 2 and 3 were agreed to. 
On motion of Mr. Reid, seconded by Mr. Lewis, Clause 4 was deleted. 


Thereupon, Mr. Rock, seconded by Mr. Byrne, moved that a new clause 
4 be added as follows: 


Any savings plan involving the issue of shares to employees of the 
Company and approved by the Canadian Transport Commission may be 
extended to employees of subsidiaries designated by the Company with- 
out further approval of the Commission. 


After discussion, Mr. Byrne withdrew his support for the motion and the 
motion was withdrawn. 


Clauses 5 and 6 were re-numbered clauses 4 and 5 and were agreed to. 


Old Clause 7 was deleted and the Chairman tabled new Clause 6 in replace- 
ment. . 


New Clause 6. Subsection 1 was agreed to. - 


On motion of Mr. Lewis, seconded by Mr. Pascoe; Subsection 2 was 
amended by deleting the words . 3 
“without in any way ee the generality of” 
and sybils the word ae 4 
“notwithstanding”. | 


14—8 


Subsection 3 was agreed to. 


Subsection 4. On motion of Mr. Lewis, seconded by Mr. Groos, the sixth 
last word in the subsection “‘such”’ was deleted. 


Subsections 4 and 5 were agreed to. 
New Clause 6, as amended, was agreed to. 


Old Clause 8 was deleted and the Chairman tabled new Clause 7 in 
replacement. 


Moved by Mr. Lewis, seconded by Mr. Schreyer that new Clause 7 be 
amended by adding the words 
“provided that such other company does not manufacture products for 
sale to the Company or other customers.” 


After discussion the amendment was withdrawn and the new Clause 7 was 
permitted to stand. 


Old Clauses 9 and 10 were re-numbered 8 and 9 and were agreed to. 


Moved by Mr. Byrne, seconded by Mr. Bell that old Clause 11 be re-num- 
bered Clause 10 and amended in the English copy of the Bill only, by changing 
“Section 5” on line 20 of page 7 to read “Section 3”. (The purpose of this 
amendment is to correct a non-consequential administrative error in the English 
copy of the Bill). Motion agreed to. 


A further amendment to old Clause 11, new Clause 10, was moved by Mr. 
Lessard, seconded by Mr. Cantelon, that line 31 on page 8 be amended by 
changing the period to a semi-colon and adding thereafter the words 

“and Section 378 (except subsection 1) of the Railway Act shall apply 
to the Company insofar as line or lines of telecommunication are 
concerned.” 


Motion agreed to. 


On motion of Mr. Lessard, seconded by Mr. Southam, old Clause 12 was 
re-numbered Clause 11 and amended, in line 34, after the word “employee” 
by adding the words “or retired employee” and, in line 36, after the word 
employee by adding the words “or retired employee”. 


Old Clause 13 was re-numbered Clause 12 and agreed to. 


On motion of Mr. Groos, seconded by Mr. Cantelon, old Clause 14 was 
deleted as being redundant. 


Old Clauses 15 and 16 were re-numbered 13 and 14 and agreed to. 


On new Clause 7 it was moved by Mr. Lewis, seconded by Mr. Schreyer that 
new Clause 7 be amended by changing the period to a comma and adding 
thereafter the words 

“provided that such other company, not being a subsidiary of the Com- 
pany on the date on which this Act comes into force, does not manu- 
facture products for sale to the Company or to other customers.” 
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After discussion, at 5.30 p.m. the Chairman declared a recess to permit 
individual discussion on the amendment. At 5.50 o’clock p.m. the Committee 
re-convened. Mr. de Grandpré made a brief statement on behalf of the Bell 
Telephone Company and after brief discussion the motion was agreed to and 
new Clause 7 was agreed to. 


The preamble and title were agreed to. 
The Bill, as amended, was agreed to. 


The Chairman was instructed to report Bill C-104, An Act respecting the 
Bell Telephone Company of Canada, as amended. 


At 6.00 o’clock p.m., the Committee adjourned to the call of the Chair. 


He Va Vales 
Clerk of the Committee. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Thursday, February 1, 1968 
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The Chairman: Gentlemen, I see a quorum. 
Before hearing the Bell Telephone Company 
witnesses this morning we have a small 
amount of business to take care of regarding 
the trip that this Committee is taking to the 
Atlantic Provinces. 


I have five motions before me, and perhaps 
we can move them all at once. I will read 
them: 


That the Clerk of the Committee be 
authorized to procure additional copies of 
the Atlantic Provinces Transportation 
study and Volume 2 of the MacPherson 
Report and the Maritime Freight Rates 
act for the use of the Committee. 
That the Chairman and/or Clerk of the 
Committee be re-imbursed for out-of- 
pocket expenses incurred while engaged 
in committee business during the prepara- 
tory planning for the Atlantic tour. 
That the Clerk be authorized to secure 
the services of a qualified stenographer to 
provide stenographic services to the 
Committee during the Atlantic tour. 
That the Clerk be authorized to place 
paid advertisements in various Atlantic 
Provinces newspapers to inform interest- 
ed parties of the hearings. 
That the Clerk be authorized to secure 
the services of the following supporting 
staff: 

1 Assistant Committee Clerk 

1 Interpreter 

2 Male Technicians/operators with com- 

plete portable recording apparatus 


1 Console operator 


Would someone move the motions I have 
read? 


Mr. Lessard: I so move. 


Mr. Bell (Saint John-Albert): Would you 
please read again the motion dealing with 
publications in newspapers. 


The Chairman: 


That the Clerk be authorized to place 
paid advertisements in various Atlantic 
Provinces newspapers to inform in- 
terested parties of the hearings. 


Mr. Bell (Saint John-Albert): I will second 
the motions. 


Motions agreed to. 


The Chairman: Our witnesses for today are 
Mr. Vincent, Mr. de Grandpré and Mr. 
Scrivener. 


To my right, as you gentlemen are aware, 
is Mr. M. Vincent, President of the Bell Tele- 
phone Company of Canada. Next to him is 
Mr. A. J. de Grandpré, Vice-President, Law, 
and then Mr. R. C. Scrivener, Executive Vice- 
President, Operations. 
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This Committee has completed hearing all 
of the witnesses who wished to be heard. The 
Canadian Business Equipment Manufacturers 
Association Inc, originally advised that they 
might come to this Committee. However, we 
have been further advised by a letter dated 
January 17, 1968, from their general manager 
and also their solicitor, Mr. A. D. McAlpine, 


Q.C., that their Board of Directors has decid- 


ed not to appear before this Committee. I will 
table the letter and file it with the Clerk. 
Perhaps I should read it: 


Mr. Joseph A. Macaluso, 

Chairman, 

Standing Committee on 
Transport & Communications, 

The Committee and Private 
Legislation Branch, 

House of Commons, 

Ottawa, Ontario. 


Dear Sir: 


I refer to the telephone conversation 
which A. D. McAlpine, Q.C., had with 
you on December 19, 1967, when he men- 
tioned that our Association might wish to 
file material with your Committee rela- 
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tive to Bill C-104. You scheduled a meet- 
ing of the Committee to hear our brief on 
Thursday, January 25, 1968. We appreci- 
ate your very prompt and curteous con- 
sideration of our request for a hearing. 


This letter will confirm A. D. McAl- 
pine’s advice by telephone call to your 
Secretary in Ottawa on Friday, January 
12, 1968, of our wish to withdraw our 
request for a hearing. I understand that 
the appointment for January 25 has been 
cancelled accordingly. 


Our Association is, of course, con- 
cerned about the implications of the Bill 
and, more importantly, about the proper 
relationship between regulated and non- 
regulated activities. 


We believe that this is a subject which 
has vital significance for the Canadan 
economy both now and in the future. 
Since the subject raises serious legal, 
technical and economic questions of far- 
reaching effect, we feel that a thorough 
study should be undertaken to examine 
these problems in all their aspects before 
the Bill is passed in its present form and 
that passage of the Bill might well be 
deferred until these studies have been 
completed. 


We have concluded that there is not 
time to prepare an adequate brief for 
presentation to your Committee and, 
therefore, we have decided not to file a 
brief at this time. 


We do want to express again our 
appreciation for your courteous consider- 
ation of our request for a hearing and to 
assure your Committee of our continued 
co-operation. 


Respectfully yours, 


G. D. WYND 
General Manager 


I advised them by telephone that they cer- 
tainly had sufficient time to prepare a brief 
and that we were not restricting them with 
respect to a time limit. I think their reason- 
ing, that they did not have time to prepare an 
adequate brief for presentation to this Com- 


mittee, is not on very sound ground, but 
there is the letter. 


We also have a letter directed to the Clerk 
of the Committee, dated January 25, 1968. It 


is signed by a Michal V. Holt, and it reads as 
follows: 


January 25, 1968, 
619 Avenue Road, Toronto 7. 


Mr? RV? Vitrr, 

Clerk of the Committee, 

Standing Committee on Transport and 
Communications, 

House of Commons, 

Ottawa. 


Dear Mr. Virr. 


I recently have been harassed by Bell 
Telephone representatives as a result of 
my testimony on November 30 before the 
Committee concerning the Ericafon head- 
set in use in my home. The enclosed let- 
ter from Bell Telephone states that they 
began an investigation into my records as 
a result of my testimony appearing on 
Page 350 of the transcript of the hearing. 
During that testimony, the Vice-President 
of. Bell Telephone (Mr. Scrivener) was 
observed to make extensive notations 
regarding my comments on the Ericafon. 
It now appears that he _ personally 
instructed his representatives to begin 
this harassment which has taken the form 
of numerous telephone calls, visits and 
even monitoring of my line. 


It is my understanding that testimony 
before a House of Commons Committee is 
for the use of the members and can not 
be utilized by other parties to the detri- 
ment of the witness or other interested 
parties. 


Would you please bring this matter to 
the attention of the Chairman and mem- 
bers of the Committee, and if possible 
advise me as to my rights in this situa- 
tion, and what steps can be taken to pro- 
tect me from any further recriminations 
as a result of my appearance before the 


Committee. 
Yours very truly, 
(signed) 
Michal V. Holt. 
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I have discussed this with Mr. de Grandpré 
and they will take care of this letter in their 
presentation today. 


Mr. Lewis: What do you mean by “they 
will take care of” it? 
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- The Chairman: I mean they will comment 
on it. . . 


The representatives from the Bell Tele- 
phone Company with us today will be our 
last witnesses. In accordance with the plan of 
the Committee when we first started these 
hearings it was agreed that we would hear 
representatives of the Bell Telephone Compa- 
ny as the first witnesses and then we would 
hear all the witnesses who wished to present 
briefs. The Bell Telephone Company would 
then come back at the end and comment on 
the briefs which had been presented and 
answer any further questions of the Commit- 
tee before we move into the clause by clause 
study of the bill. However, I should point out 
to the Committee that I have met with Mr. de 
Grandpré on a number of occasions in the 
past month to discuss what amendments this 
Committee should consider after having 
heard and read the various briefs from 
individuals, associations and government 
departments. We have also met informally 
with the Steering Committee to go through 
some of the suggested amendments, and they 
will also be commented upon and brought 
forward by Mr. de Grandpré today. 


With those few remarks, we will now com- 
mence. Mr. de Grandpré. 


Mr. A. J. de Grandpré (Vice-President, 
Law, Bell Telephone Company): Thank you, 
Mr. Chairman. As indicated by the Chairman, 
these hearings have now taken place over a 
period of close to 12 months. The President 
and other officers of the Company have 
attended these meetings and listened to the 
representations that have been made. We 
have tried to identify the areas which appar- 
ently caused some concern, whether 
expressed by witnesses who appeared or by 
members of the Committee. 


As indicated, we had discussions with the 
Chairman, with the Steering Committee and 
with some government departments. The pur- 
pose of these meetings was to try to develop a 
bill that would meet two objectives. First, the 
national objectives as seen by this Committee 
and, at the same time, the main objective of 
the Company, which is to provide the best 
service possible to the subscribers at the low- 
est possible cost. Bearing these two objectives 
in mind, we would like to make some com- 
ments on some of the representations that 
were made, as I said, either by members of 
the Committee or by the witnesses. 
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I would like to preface my remarks by 
making a short comment on the concern that 
was expressed at one time about the fact that 
we had filed an application for a bill while an 
investigation by the Combines Branch was 
going on. I would like to set the record 
straight on this score. The application for the 
bill was filed on October 14, 1966, and the 
investigation came to our knowledge on 
November 29, 1966. 


When this knowledge came to us we were 
only aware that an investigation into the 
industry had been launched. If you remember 
the words of Mr. Henry, he said that an 
investigation had been started into the manu- 
facture, production, distribution, purchase, 
supply and sale of communications systems, 
communication equipment aand_ related 
products. 


We did not volunteer the information that 
an investigation was underway because, 
rightly or wrongly, we felt that we were 
bound by section 28 of the Act, which states 
that all enquiries under this Act shall be con- 
ducted in private. So, that explains our posi- 
tion on this point. 
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In commenting on some of the remarks that 
were made here, I would first like to touch 
upon the question of broadcasting. There 
were representations made to us by the 
Secretary of State that the words “the Broad- 
casting Act’ should be inserted after “the 
Radio Act” in connection with section 7, 
which appears on page 5 of the printed Bill. 


The original text of section 7, which you 
have before you, reads: 


It is hereby declared that subject to the 
provisions of the Radio Act, and so on. 


At Miss LaMarsh’s suggestion, we would be 
prepared, of course, to insert the words “and 
the Broadcasting Act” after “the Radio Act”. 


The Department of Transport has also 
made a suggestion to us to the effect that the 
expressions we used in the opening words of 
section 7 were not broad enough. It was sug- 
gested to us that words such as “and of any 
other federal statutes relating to telecom- 
munications or broadcasting and to regula- 
tions or orders made thereunder” should be 
inserted after the new words “and the Broad- 
casting Act”. We have no objection to this; 
we think it is quite proper. 


Some concern has also been expressed 
about the fact that in clause 7 we were using 
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the words, “to transmit, emit or receive” 
signs, signals, etc. I would like to indicate 
why these expressions were used. 


There are three reasons for the words, 
“emit, transmit or receive’ having to be 
inserted in this paragraph. First, there is a 
technical aspect to this problem. In a 
microwave system the transmission of the sig- 
nal appears to be a continuous process. 
However, according to the engineers this 
process is in fact composed of three different 
aspects. There is first an emission of the 
signal. The signal is then transmitted over the 
airwaves and then it is picked up by the 
microwave station and it is received at that 
point. Instantaneously this microwave again 
acts as an emitter and the signal is transmit- 
ted over the air waves and is received at 
another microwave station. So, you have a 
series of emission, transmission and reception. 
This is the first reason the words had to be 
used. 


The second reason is again a technical one. 
As you probably know, in Alma in the Lac 
St-Jean area of Quebec we have a station 
which serves the northern territories. Some 
times, because of climatic conditions, service 
cannot be given instantly to subscribers. The 
message is sent—let us assume from Montreal 
or Toronto—to Alma, then it cannot be trans- 
mitted to its destination and it is temporarily 
stored at Alma. When conditions permit this 
signal is again emitted so that it can be 
received by the party called. Again you have 
a problem of emitting and transmitting at 
that point. 


This problem—and this is the third reason 
we have used these words—also confronted 
the American Congress when they enacted 
the Communications Act of 1934. This arises 
out of the definition of the expression “‘com- 
mon carrier” or ‘carrier’, which has been 
used here extensively be several people dur- 
ing the discussions on this Bill. When they 
describe ‘“‘common carrier’, I must admit that 
as a lawyer I am not too happy when I read 
such a definition, because they define the 
words by using the same words, which I 
understand is quite a bad practice. They say 
“common carrier’ and I quote from Section 
3(h) of the Act: 


“Common carrier” or “carrier’? means 
any person engaged as a common carrier 
for hire, in interstate or foreign com- 
munication by wire or radio or in inter- 
state or foreign radio transmission of 
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energy, except where reference is made 
to common carriers not subject to this 
Act; 


So, in order to understand what they mean 
by a “carrier”? you have to look at the defini- 
tion of “wire communication” or “radio com- 
munication”. When they speak about “radio 
communication” or “communication by radio” 
this is what they say: 


. means the transmission by radio of 


writing, signs, signals, pictures and 
sounds of all kinds, including all 
instrumentalities, facilities, apparatus 


and services ... 


Then in parenthesis they say: 


(among other things, the receipt, for- 
warding, and delivery of communications) 
incidental to such transmission. 


They were faced with the same problem of 
trying to cope with this technical difficulty 
and they did it in this fashion. 


I feel that the Canadian legislator has done 
a better job of defining these words in the 
COTC Act, the Radio Act, the Broadcasting 
Act and in the Criminal Code than the 
American Congress. I have tried in the words 
I have used in section 7 to stay as closely as 
possible to the Canadian definition of 
“communications”’. 


Again in connection with broadcasting, 
there has been some concern expressed that 
we would be authorized to become ‘“broad- 
casters” in a very broad sense. When I 
appeared before this Committee I tried to 
reassure members that we had no such inten- 
tion. I will read an answer I gave at page 84 
of the transcript: 


Well, we made it clear again in 1948 that 
we did not intend to be broadcasters and 
we have not become broadcasters. What 
we said then was, and I am quoting from 
page 7524... 
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That refers to the transcript in connection 
with the 1948 Bill, and I am now quoting 
from page 75: 


While, as already stated, the Company 
has no intention of engaging itself in 
radio or television broadcasting, it is 
clear that the telephone companies have 
played an important part in the develop- 
ment of radio broadcasting by providing 
connecting links between studios or pick- 
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up points and broadcast transmitters and 
between radio stations at widely separat- 
ed points to permit simultaneous broad- 
casting of program material over a wide 
area. 


Then I went on to say: 


These were the words we used then and I 
think we have lived to the very letter of 
this statement. We have not become 
involved in broadcasting. We have only 
been involved in the job of providing 
good service as a common carrier. 


So, we have given these assurances. We have 
given them in our answers to questions put 
by members of this Committee and if it is the 
feeling of the Committee that these assur- 
ances should find their way into the act, we 
certainly have no objection because it simply 
confirms what we have already taken as a 
public stand. 


Now, another aspect of the bill which has 
given some people concern is the CATV 
aspect. Again, we have indicated to this Com- 
mittee that we have no intention of becoming 
CATV operators. Again, if it is the feeling of 
this Committee that such assurances should 
be included in the act itself, we certainly 
eannot have any objection to translating to 
legislation what our intentions have made 
clear. 


In connection with the CATV problem, 
some representations were made about the 
problem of pole attachments or the permis- 
sion for CATV operators to attach their 
cables to public utilities poles. On this point, 
there are some facts that have to be borne in 
mind. 


The first one is that we think the CATV 
group, as commercial entertainers are only 
one group of persons that could ask for pole 
attachments and it could very well be that 
entertainment people would have a request 
for a pole attachment on the poles; then the 
industrial TV people might wish to have their 
pole attachments on the poles; then the edu- 
cational TV people could feel exactly the 
same way, so that you would have a multi- 
plicity of cables over the streets. 

We are, as you know, trying to put these 
cables underground; we are making a lot of 
progress in this direction and I feel that if 
you have a lot of CATV or ITV or ETV 
people also attaching to these, poles, this will 
certainly not render the job of putting these 
eables underground easier. 
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But this is not, I think, the main aspect of 
the problem. I think that the main aspect is 
that cable TV is only one type of communica- 
tions that can be supplied by the carrier and 
as common carrier or as carrier of messages, 
to use the example that was used here on 
several occasions as part of the electronic 
highway, the CATV operators should, of 
course, have access to the highway that the 
common carriers will provide and everybody 
who wishes to have access to this highway 
should be given an opportunity to do so. 


This is making full use of the communica- 
tions facilities that we have to instal in order 
to provide communications service and in this 
connection I would like to say that when this 
whole problem of communications is looked 
into, there is no reason why this aspect of our 
operations should not be equally regulated in 
the same manner that the telephone service is 
regulated, provided that those that have 
access to the electronic highway are equally 
regulated in their dealings with us. So that 
the toll to be paid to get on the electronic 
highway, again to make reference to the com- 
parisons that were made, would be the sub- 
ject of control by a regulatory body. 
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Mr. Lewis: Mr. de Grandpré just for the 
purpose of clarification are you suggesting 
that be included in some bill? 


Mr. de Grandpré: Yes, I think we should 
not endeavour to solve all the communica- 
tions problems in connection with a particular 
company’s private bill. This is a problem that 
will have to be looked at eventually by some 
task force to make sure that all aspects of the 
problems in connection with the common car- 
rier’s activities are properly regulated. 


Mr. Vincent: But we are still ready to have 
this in the bill. 


Mr. de Grandpré: Oh, yes; as the President 
suggests, we are prepared to insert words to 
the effect that we will not be CATV operators 
so there will not be any misunderstanding in 
this connection. Discussions were held be- 
tween the Company and the CATV opera- 
tors and I think we gave them all the neces- 
sary reassurances in this connection. 


Mr. Rock: Mr. Chairman, the CATV opera- 
tors did not come here at all to appear... 


The Chairman: Mr. Rock, I think we should 
let Mr. de Grandpré finish and then we can 
ask him questions. Order, please. 
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Mr. de Grandpré: Another problem that 
was identified during the discussion of the 
bill was the fear that the powers sought 
would give us the necessary authority to 
become involved in publishing activities, or 
that we would mould the thought or thinking 
of Canadians. This fear was expressed by Mr. 
Groos, for instance, at page 97 of the trans- 
cript. Would that have had something to do, 
in your minds, with facsimile type transmis- 
sion, as Mr. Groos indicated? Mr. Orlikow, at 
page 83 of the transcript, expressed similar 
fears that we would be involved in 
publishing. 


There again we appreciate the reasons why 
this Committee, which has to protect the pub- 
lic interest, should not give us the necessary 
powers over the contents of the message. I 
think it would be wrong for this Company to 
have the power to control the contents of the 
message or to influence the message in any 
way. We should have the broadest possible 
powers to transmit messages but so far as 
controlling the message itself is concerned, 
we should not have such a power and again 
we are prepared to introduce some words 
that would clarify our position on this very 
important issue. 


Mr. Schreyer: What clause would that have 
reference to? 


Mr. de Grandpre: That would be in connec- 
tion with clause 7, I suppose. Some amend- 
ment could be introduced after the powers 
outlined in the first paragraph of clause 7 
dealing with the emission-transmission of 
intelligence. It could be indicated that we 
have no intention of controlling the contents 
or influencing the meaning or purpose of the 
message, or words to that effect. 
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Now, turning to clause 4 of the bill this 
clause, as you undoubtedly recall, deals with 
the jurisdiction of the Canadian Transport 
Commission over the issue of our shares. We 
included this clause in the bill because we 
felt that the basis of regulation having 
changed since the 1966 judgment of the Board 
of Transport Commissioners this type of 
regulation was no longer necessary because 
the pressure was on the company to obtain 
more than the maximum issue price for the 
stock because the number of shares had real- 
ly nothing to do with the earnings that were 
authorized by the Board. If dealing on a 6.6 
per cent basis the amount of money was the 
guiding factor, and the number of shares 
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involved in the total amount of capital 
became irrelevant. 


Now, there has been strong— 
Mr. Lewis: I do not understand that. 


Mr. de Grandpré: Under the old basis of 
regulation, Mr. Lewis, the judgment of 1958 
indicated that $2.43 per share was the max- 
imum level of earnings per share that was 
authorized by the Board. Assuming that you 
wanted $100 of new capital, you could 
issue—to take simple figures—four shares at 
$25 or you could issue one share at $100. If 
you issued one share at $100 you would be 
entitled to only $2.43 on your investment be- 
cause there was only one share. If you issued 
four shares, then you would be entitled to 
four times $2.43; so that the number of shares 
had a direct bearing on the total earnings of 
the company under the old type of regulation. 


Under the new type of regulation that was 
instituted by the Board following the 1966 
judgment, the number of shares became abso- 
lutely irrelevant. It was the total number of 
dollars invested in the business that became 
the yardstick, if you wish, to determine the 
level of earnings. This yardstick was, in the 
1966 judgment, said to be 6.6 per cent under 
conditions prevailing at that time. So, wheth- 
er you had four shares or one share, you still 
had $100 invested in the business and there- 
fore you were only entitled to 6.6 per cent on 
this investment. 


So the price of the issue became an irrele- 
vant factor so far as the subscriber was con- 
cerned. For this reason, rightly or wrongly, 
we felt that this was a redundant regulation. 
We have listened carefully to the representa- 
tions made by some members of this Commit- 
tee, by the mayors and reeves, by the 
Canadian Federation of Mayors’ and 
Municipalities, and by other groups, and we 
have come to the conclusion that some people 
are uneasy about the removal of this kind of 
control by the Canadian Transport Commis- 
sion over the issue of our shares. 


If it makes people uneasy, although we still 
feel that it is unnecessary regulation, we are 
quite prepared to drop this clause 4 from our 
bill and leave the Canadian Transport Com- 
mission the regulatory body over the issue of 
shares as to the amount, terms, and condi- 
tions of this issue. 


Mr. Schreyer: While you are on this par- 
ticular clause, Mr. de Grandpré, an amend- 
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ment to clause 4 has been circulated. I am not 
sure whether you are proposing it, or whether 
someone else is. 


The Chairman: I gather that this is Mr. 
Rock’s; did you circulate this, Mr. Rock? 


Mr. Rock: Yes. 


Mr. Bell (Saint John-Alberi): 
want to get into that now. 


We do not 
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The Chairman: No, let us leave this for 
now. Let us finish this and then we can go 
into the questioning of it afterwards. 


Mr. Schreyer: That is fine, Mr. Chairman. 


Mr. de Grandpre: A fifth point that I would 
like to touch upon is the question of foreign 
attachments or interconnections—the problem 
raised by Mr. Holt in this letter. 


You hear some remarks to the effect that 
all the subscribers of the Telephone Company 
should be permitted to own their equipment, 
that they should be permitted to buy this 
equipment, and that there is no reason why it 
should be still under the control of the Tele- 
phone Company as it is today. 


At first blush some of these arguments 
appear to make some kind of sense, but when 
you analyse them I think you will appreciate 
the reasons why it is essential that the Tele- 
phone Company keep control over the equip- 
ment that is attached to the system. 


The first reason is that there is a compati- 
bility problem. We have indicated here, when 
we presented our brief, that the equipment 
which is installed may last something like 35 
or 40 years before it becomes obsolete. So, 
any piece of equipment that is attached to the 
system must be compatible with the equip- 
ment that has been installed 30 or 35 years 
before, but it also has to be compatible with 
the other equipment that will be installed in 
the future, so that whenever you decide to 
introduce some new equipment on the system 
this very important factor has to be borne in 
mind; otherwise the cost of improving the 
system would be completely out of proportion 
with this new equipment that you want to 
insert on the system. 


The second problem is that it is most 
important that the equipment—the terminal 
equipment, the set—be maintained up to date 
at all times. We are spending millions trying 
to improve the quality of the transmission 
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over the network. All this money would be 
absolutely lost if the set which is on your 
desk were not exactly up to date, because it 
would be destroying at the very end the 
effort and the money that had been put in 
over the transmission system to improve its 
quality. So, this is another reason why it is 
important that the money spent on the out- 
side plant, on the switching plant, should not 
be lost just because a piece of equipment is 
inadequate at the end of the line. 


Some people have made comparisons here 
between the power systems and the telephone 
systems. I think it is important to underline 
that there is a basic esseniatl difference 
between a toaster, refrigerator, and a tele- 
phone set. If your toaster does not work you 
are the only one to suffer; if your refrigerator 
does not work you are the only one to suffer; 
if the telephone system does not work ade- 
quately then people are trying to get in touch 
with you and they cannot, and then they 


report that the line of Mr. So and So is out of 


order. We have to dispatch persons to make 
sure there is nothing wrong with the lines, 
and you can well imagine the amount of 
money that would be spent and lost on what I 
would call unnecessary reports of bad equip- 
ment because it would not be the Company’s 
equipment, it would be the subscriber’s 
equipment. 


Another important difference between the 
telephone system and the ordinary power 
equipment is that there is no interconnection 
between the electrical apparatus and tele- 
phones. You have to bear in mind that any 
telephone set in the territory that is served 
by the company can be switched almost instan- 
taneously, within five, six, ten or twelve 
seconds, with 100 million-odd other tele- 
phones on the North American continent. 
This is something that has to be planned as a 
total picture and certainly not solely as pieces 
out of giant jigsaw puzzles. 
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Mr. Byrne: How many millions did you 
say? 


Mr. de Grandpré: One hundred million and 
more. I cannot give you the exact figures. 


Mr. Byrne: It is not just a million. 


Mr. de Grandpré: No, it is a hundred mil- 
lion telephones and more. Then there is a 
technical problem, as I said, to these foreign 
attachments or interconnections, and there is 
also an economic problem. Some of the 
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attachments that people would like to install 
can be bought from catalogues and from 
stores in the United States and even in Cana- 
da, and this equipment is usually the most 
remunerative equipment leased by the com- 
pany. I am thinking of the antique sets or the 
dial-in-hand set, the trimline that you have 
undoubtedly seen in the United States and 
the Ericafon, to take Mr. Holt’s example. If 
these sets are attached to the system then 
those people who have the means to pay for 
this additional luxury deprive the company of 
the basic revenue requirement which will 
affect the cost to the ordinary subscriber. 
This could very well lead to a loss of revenue 
which would have to be compensated for by 
additional charges for the basic telephone set. 


Mr. Lewis: Excuse my stupidity—I do not 
have any sympathy with the request for 
foreign attachments, I do not know enough 
about them—but I do not quite follow your 
explanation. 


Mr. de Grandpré: I will try to make it very 
clear and simple. Take for example the 
antique set situation at present. We have 
introduced a tariff under which you can buy 
an antique set and it can be attached to the 
system, but it can only be attached to the 
system provided the set is tested by the com- 
pany to make sure that it is compatible with 
the system. Once we have tested it we find that 
it is either compatible in its present form or 
that we have to replace certain parts to make 
it compatible with the system. Once these 
steps have been performed the set is returned 
to the customer, who can then use it. We 
charge $25 for testing the set and undertaking 
maintenance during its lifetime. Then there is 
a service charge of $5 to connect the set and 
there is a standard monthly charge for an 
additional line in your house. What Mr. Holt 
was doing, or what other people may do, for 
instance, is go to Simpsons-Sears Limited or 
to another store or a catalogue company, and 
buy the kind of set that carries a plug that 
can be fitted into a house jack. Presumably 
nobody hears about it and they have the ser- 
vice of an additional line to a set for which 
they have not paid the company anything, 
and which is in violation of the tariff. The net 
result, if you multiply these cases, is that the 
company will not be paid “X’” thousands or 
hundreds of thousands of dollars for these 
services which the people are getting without 
paying their fair share. 
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When you analyse the revenue require- 
ments of the company to reach a proper level 
of earnings in order to finance the company, 
these are part of the revenues that are includ- 
ed in the total picture. If you are short of the 
total revenues which are required to operate 
the company because too many people have 
taken this kind of an approach to foreign 
attachments, then the ordinary Tom, Dick 
and Harry, the basic subscriber, the fellow 
who is the bread and butter of the operation, 
is going to have to compensate for this loss 
of revenue. If he does that, then I say the 
pressure is against an increase in the basic 
cost of service over the long haul. This is 
something which has to be borne in mind 
when you study this problem off foreign 
attachments. 


I would like to make a further comment on 
the question raised by Mr. Holt as to why we 
acted that way. There is a provision in our 
tariff to the effect that if equipment which is 
not provided by the company is used on the 
company’s lines, cables or systems that we 
have a duty to make sure that this subscrib- 
er, who is in violation of the tariff, complies 
with the tariff. If he does not comply with the 
tariff or if he does not pay the charges, then 
we have no alternative but to terminate the 
service as far as he is concerned. There have 
been decisions in the United States—I am 
not aware of any such decision in Canada—to 
the effect that if a public utility does not 
apply its tariff when it is legally in force, 
then the company is discriminating in favour 
of the fellow who is violating the tariff. If you 
happen to be Mr. Holt’s neighbour and you 
have an Ericafon set on which you have paid 
$25 for testing, $5 for connecting and $1.25 a 
month for service, you may say, “Why am I 
being treated differently from the fellow who 
is violating the tariff?” I think we have no 
alternative but to act against a subscriber 
who, in fact, is violating the tariff. That is the 
position we have taken, because if we do not 
do this it is an invitation to violations and it 
is discrimination against those who are pre- 
pared to abide by the law. 


Mr. Groos: While you are on the subject, 
Mr. Chairman, may I ask a question of the 
witness? I only heard the letter read out by 
the Chairman, but it mentioned this business 
of eavesdropping or monitoring a line. Could 
you enlighten us on that, sir? 


Mr. de Grandpré: I am certainly not aware 
that it is being done, but as Mr. Scrivener’s 
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name is mentioned in the letter perhaps he 
would like to make some comments on this. 
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Mr. R. C. Scrivener (Executive Vice-Presi- 
dent (Operations) The Bell Telephone Compa- 
ny of Canada): We have a process for electri- 
cal testing, but this does not involve any con- 
nection through which you can listen. If, 
according to our records, a certain line has so 
many telephone instruments on it, we can test 
that line electrically to see whether there is 
additional electrical impedance or electrical 
apparatus connected to it over and above 
what our records show there should be on the 
line. We have this kind of test that we can 
put on lines and we use it to find out if there 
are attachments to lines over and above those 
in our records. This is an electrical test. It is 
a test which shows the amount of resistance 
on a certain physical electrical circuit, and it 
in no way involves the act of hearing, or 
overhearing, or recording, or does it involve 
us in any way with the use that is made of 
the line. I just wanted to make that clear. 


Mr. Groos: It was an electrical measure- 
ment test that was actually being done and it 
was not an audio eavesdropping? 


Mr. Scrivener: That is right, Mr. Groos. 


Mr. Jamieson: Does this test tell you the 
location of the additional equipment? 


Mr. Scrivener: Not specifically, although it 
would tell us that it is somewhere on the line 
and within a certain number of feet. As you 
know, the wheatstone bridge type of meas- 
urement test can give you a fault location 
within a certain number of feet. 


Mr. Byrne: Does it make a noise in the 
subscriber’s house? 


Mr. Scrivener: No. . 
Mr. Byrne: How would he know? 


Mr. de Grandpré: In order to complete my 
remarks in connection with the tariff, I have 
before me Rule 9, on which we relied to 
proceed as we did. Rule 9, of the General 
Tariff, which had been approved by the then 
Board of Transport Commissioners, reads as 
follows: 


The Company’s equipment and wiring 
shall not be rearranged, disconnected, 
removed or otherwise interfered with, 
nor shall any equipment, apparatus, cir- 
cuit or device which is not provided by 
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the Company be connected with, physi- 
cally associated with, attached to or used 
so as to operate in conjunction with the 
Company’s equipment or wiring in any 
way, whether physically, by induction or 
otherwise, except where specified in the 
Tariffs of the Company or by special 
agreement. In the event of a breach of 
this rule, the Company may rectify any 
prohibited arrangement or suspend and/ 
or terminate service as provided in Rule 
30% 


Mr. Schreyer: Mr. Chairman, on this very 
point I can see the necessity of having such a 
provision with regard to foreign attachments 
that have an operating mechanism that may 
or may not be compatible with Bell’s system, 
but what about foreign attachments that do 
not have an operating mechanism? I am 
thinking specifically and exclusively of the 
actual shell, the holder in which the operating 
mechanism is located. Why should Bell have 
anything to say about a non-operating device 
like the decorative shell of a set? 


Mr. de Grandpré: This is why we are pro- 
viding this special rule about the Ericafon or 
the antique sets, which are just the shells. 
The appearance of the telephone is different 
but the inner parts are tested to make sure 
that the sets are compatible with the system. 
That is why we introduced that rule, to 
specifically meet this demand by the sub- 
secribers. For instance, if I am decorating my 
home and I wish to have a set which looks 
like a 1900 set, it is permissible to do this 
provided the inner parts of the set are tested 
to make sure that it is compatible with the 
system. 
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In connection with this problem of foreign 
attachments, some representations were made 
to the effect that the requirements imposed 
by the Company could work to the detriment 
of some people. We are prepared to admit that 
we should make our case in public for these 
requirements. We would be prepared to see 
some words in the act which would indicate 
that if the company requirements are such 
that some people feel they are aggrieved by 
such requirements, then an appeal could be 
taken to some body which could be indicated 
at the discretion of this Committee. This: 
would be a body that would hear appeals: 
from people who believe that their rights 
have been affected. 
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In this connection, however, I would like to 
underline two problems. I think the body 
which is going to hear these cases which are 
appealed should be staffed in such a way that 
they can cope with the two problems 
involved, namely, the technical aspect of the 
problem and what I call the economic aspect. 
The technical aspect has to do with the com- 
patibility of the equipment and the economic 
aspect has to do with the impact that such 
non-company owned equipment would have 
on the basic rates paid by subscribers. Fur- 
thermore, I think one would have to take 
into consideration in studying this problem 
the impact which this could have on the 
Canadian economy as a whole if, for instance, 
the effect of this would be the introduction 
into the system of equipment that is manufac- 
tured exclusively outside of Canada. This 
would have an economic impact on the coun- 
try. Therefore the body that will look into 
this problem of foreign attachments will have 
to be staffed to deal with these issues. 


Mr. Lewis: What is this, an appeal tribunal 
whose decisions Bell would have to accept? 


Mr. de Grandpré: That is correct, Mr. 
Lewis. 

Mr. Lewis: Not merely an inquiry or 
investigation. 


Mr. de Grandpré: No. Quite frankly, my 
feeling is that there should be an appeal to 
the Canadian Transport Commission, which is 
equipped through their own staff to deal with 
the technical aspects. They have transmission 
engineers, and communications engineers who 
would be able to examine the problem or the 
demand under review, and they have econo- 
mists who would look at the impact which 
this would have on the total economy. I do 
not mean only as far as the telephone rates 
are concerned, but the total picture. I suggest 
that the Canadian Transport Commission 
should be the designated body because it 
already deals with questions of rates, and if 
the problem of foreign attachments will have 
some impact on the rates I cannot readily 
understand how two different bodies could 
deal with an issue that is so closely related. 
That is why I am inclined to think that the 
C.T.C. would be an appropriate body to deal 
with it. 

Mr. Bell (Saint John-Albert): May I ask a 
question on that point, Mr. Chairman? Do you 


feel, Mr. de Grandpré, that the C.T.C. present- 
ly has enough power to do what you suggest? 
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Mr. de Grandpré: Under the Railway Act, 
as it is presently constituted, it does not have 
this power. This power would have to be 
given through this bill to the C.T.C., if the 
C.T.C. is to be empowered to deal with this. 
This approach was taken when the 1957 
amendment was introduced. The Canadian 
Transport Commission, or the Board of Trans- 
port Commissioners, as it then was, did not 
have the power to regulate the issue of 
shares. The issue of capital stock became sub- 
ject to the control of the Board of Transport 
Commissioners by way of an amendment 
introduced in 1957. I know that some lawyers 
and law clerks are reluctant to add to the 
jurisdiction of a regulatory body, which is 
created by a public act by means of a private 
act, but the door was opened in 1957 along 
these lines. If it is going to cure an important 
uneasiness, let us put it that way, then per- 
haps an appropriate way to do it to say that 
if the requirements of the company appear to 
be to the detriment of some party, then this 
party would have access to a regulatory body 
that would determine whether the reqguire- 
ments are reasonable or in the public interest 
and whether they affect the cost or the qual- 
ity of the service. These are matters that are 
important if we are to have a better com- 
munications service in Canada. Does that 
answer your question Mr. Bell? 


Mr. Bell (Saint John-Alberi): Thank you. 


Mr. de Grandpré: Another aspect which has 
been widely discussed during these hearings 
is the question of research and development. 
I think this is one area where there is almost, 
I would say, unanimity of opinion that the 
Company should have access to all types of 
research and that it should have the neces- 
sary powers to invest in research and devel- 
opment companies. The Industrial Wire & 
Cable Co. Limited brief, for instance, states 
at page 41: 

Bell should be in a position to provide 
common carrier telephone services of all 
kinds. In this regard it should be able to 
make use of any telecommunication devel- 
opments it sees fit. 


Mr. Henry in his evidence before the Com- 
mittee stated at page 389: 


Mr. Chairman, it may be that the Com- 
mittee, in the light of the foregoing 
knowledge, may wish to consider defer- 
ring a decision, without making any final 
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judgment in the matter, to recommend 
that any additional powers of acquisition 
or investment... 


He was talking about clause 8. 
...other than perhaps research, be con- 
ferred for the present in order to enable 
the results of these various studies and 
inquiries to be known and a mature judg- 
ment formed on the basis thereof. 


And at page 389 he expressed these views: 
This is something which I think quite 
obviously they should be permitted to go 
on with. It would not make any differ- 
ence to the problems that I have been 
discussing if they feel that this is urgent- 
ly needed as the basis of research. 


He spoke along the same lines at pages 416 
and 422 of the transcript. 
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The performance of the company in the 
field of research and development is also an 
important aspect to bear in mind if we want 
to appreciate the importance of this point. At 
present there are 825 professional engineers 
in Bell alone, and in the Bell-Northern com- 
plex there are 1,486 engineers, which makes 
it the second largest employer of engineers in 
Canada. Since 1960 these people have applied 
for 60 patents, and patents have been 
issued in 12 cases. In the Northern Electric 
labs the scientific staff totals 500, 100 of whom 
hold postgraduate degrees and 30 hold Ph.D. 
degrees. They have applied for patents and 
the patents pending and granted total 75. The 
effort which has been made by the Bell engi- 
neers has been most important, I would say, 
to the success of communications in Canada 
because it must not be forgotten that in Cana- 
da the cost of telephone service, in relative 
terms, is the cheapest in the world. We are 
very proud that in the last two years we have 
even overtaken the United States averages in 
this connection. You will recall that when we 
originally made our presentation we indicated 
that an average worker in Canada would 
have to work 2.1 hours in order to pay for the 
basic telephone service while in other coun- 
tries it ran as high as 15 hours in relative 
terms. Therefore this has been the result of 
integration of research, manufacturing and 
operations, I would say this integration has 
been the touch-stone of our communication 
service in Canada. 


Transport and Communications 


467 


Mr. Lewis: All they have to do is increase 
the wage rate in the other places and your 
ratio would hit the ground. 


Mr. de Grandpré: Now over the years the 
Company has been able to participate quite 
extensively in the achievements of national 
objectives as spelled out by the Economic 
Council of Canada and various government 
agencies. We have been able to repatriate 
whole ownership of Northern, which is now 
i100 per cent in Canada; we have been able to 
increase the relative percentage of Canadian 
ownership in the company itself which is now 
about 95 per cent Canadian-owned; we have 
been able to pierce the export markets. North- 
ern indicated before this Committee that in 
1968 and 1969 they will probably export 50 
million, if not more, to various countries such 
as Greece, Turkey even the United States; we 
in Bell have also been able to set up in recent 
months a special department which will be 
able to give assistance to foreign telecom- 
munication companies—the force is now meet- 
ing with communication companies through- 
out the world, and these efforts of course 
have been an important contribution towards 
our efforts to maintain an adequate balance of 
payments; and finally all our efforts directed 
toward exporting or increasing exports have 
contributed in no small measure to greater 
employment in Canada. These were the 
efforts that we made over the years to meet 
these national objectives. This was the pur- 
pose that we had in mind when we came 
before you requesting amendments to our 
charter. We felt that this was a proper up- 
dating of the powers. Finally, in trying to 
meet these objectives, and in trying to meet 
the objections raised by some witnesses and 
members of this Committee, I think my 
remarks will indicate that we are endeavour- 
ing to be as realistic as possible in dealing 
with the problems at issue. That is all the 
comment that I had to make at this point, Mr. 
Chairman. 
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Mr. Lewis: I am not asking for the name of 
the company but if you wish to give it that is 
fine. What kind of company that you could 
not have bought under the old description of 
your powers do you now seek to be able to 
buy or to buy into under section 8? 


Mr. de Grandpré: The powers that we had 
under the Charter as it existed prior to our 
application were very broad but, to some 
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extent, unsatisfactory to a lot of people. I am 
thinking of the attacks to which we have 
been subjected in connection with our invest- 
ment in Northern. It has been suggested that 
our investment in Northern was unlawful 
because it was an investment in a company 
that was unauthorized under our original act. 
As you remember, the problem was submit- 
ted to the Board of Transport Commissioners 
and they came to the conclusion that it was 
quite appropriate for Bell to invest in 
Northern. 


Mr. Lewis: They found a line on the Island 
of Montreal somewhere. 


Mr. de Grandpre: They found two things, 
Mr. Lewis: they found a pair of wires 16,500 
feet long, and they also found that we were 
capable of investing because the Company 
had the power to use communications by tele- 
phone. They tried to go to the Supreme Court 
but permission was refused, and finally they 
applied to the Cabinet for a review and it 
declined to review. Although we are con- 
vinced that we have the necessary powers I 
think that you will agree that it is not quite 
tidy to have this question raised from time to 
time, and this was a clarification of our pow- 
ers. If I had not given you these reassurances 
about broadcasting, publishing and CATV 
operations, which we are prepared to have 
included in the Bill, I think maybe some peo- 
ple could have been worried about the diver- 
sification that was made possible. But it 
seems that having restricted to a substantial 
degree the kind of investments that could be 
made the powers, in fact, are not so sweeping 
anymore. 


The Chairman: We do have a list of ques- 
tioners and perhaps, Mr. Lewis, I will allow 
you to question on this matter as soon as Mr. 
de Grandpré has finished his remarks. 
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Mr. Lewis: He is finished and I am not 
really questioning in the normal sense. I only 
want to understand what the Company has in 
mind. He may be right. What kind of compa- 
ny do you have in mind to purchase under 
the present definition of your powers? 


Mr. de Grandpre: Under clause 8? 
Mr. Lewis: Yes. 
Mr. 


de Grandpré: Perhaps I have not 


indicated quite clearly that we feel the pow- 


ers that we seek under clause 8 are reasona- 
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ble in view of the modern trend in corpora- 
tions’ activities to try to diversify their 
investments. We realize that we stand in a 
different position and that the broadest pow- 
ers to diversify maybe should not be given to 
us because of our natural monopolistic posi- 
tion. To that extent I think we would be quite 
prepared to limit our right to invest to com- 
panies that are involved in research and 
development only. Clause 8 originally read as 
follows: 


For the purpose of carrying out its cor- 
porate powers the Company is empow- 
ered to purchase or otherwise acquire, 
and to hold shares, bonds, debentures, or 
other securities in any other Company 
having objects in whole or in part similar 
to those of this Company or in any com- 
pany engaged in research and develop- 
ment work in areas of inquiry that relate 
to the objects of this Company, and to 
sell or otherwise deal with the same. 


My position on this, having realized that this 

raises a lot of questions and uneasiness, is that 

we would be prepared to delete from that 

clause the following words in the fourth line: 
having objects in whole or in part similar 
to those of this Company or in any 
company 


with the result that clause 8 would now be 
limited to an R. and D. company. That was 
why I said there is unanimity on this, and I 
think that this clause would no longer pose 
any problem if we restricted it that way. 


Mr. Lewis: That had not been made clear. 
Mr. de Grandpreé: I am sorry. 


The Chairman: If Mr. de Grandpré or Mr. 
Scrivener have no further comments I will 
ask Mr. Rock to put his questions. 


Mr. Rock: Mr. de Grandpré, if the Commit- 
tee felt clause 8 should stay as it is, you 
would have no objection either? 


Mr. de Grandpré: No, no objection, Mr. 
Rock. 


Mr. Rock: In clause 4 of your bill on page 3 
you say: 
4. Section 2 of chapter 39 of the stat- 
utes of 1957 is hereby repealed. 


My intention regarding the actual section 
which is in your Charter and which is written 
in your brief at page 40, showing what is 
actually repealed, is only in case the Commit- 
tee does not want to repeal the whole of 
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clause 2, and then I would add this amend- 
ment. Otherwise, I believe, if it is repealed, 
you then have the power to sell shares to 
your employees, Northern and all the rest. 


Mr. de Grandpré: That is correct, Mr. 
Rock. If clause 4 of our bill is adopted, it 
means that section 2 of Chapter 39 is repealed 
and, therefore, our issue of shares is no long- 
er regulated by the CTC with the result that 
we could on our own motion without going to 
the CTC extend the privileges of the savings 
plan which is available to Bell employees to 
subsidiaries of Bell. 


Mr. Rock: Very good. 
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Mr. de Grandpré: If clause 4 is accepted by 
this Committee then you really do not need 


-_ your proposed amendment. If, on the other 


hand, clause 4 is deleted from the bill, then if 
it is the wish of the Committee to extend to 
the employees of subsidiaries the privileges of 
having access to the savings plan of the Com- 
pany, it is certainly... 


Mr. Rock: Mr. Chairman, as you can under- 
stand, I would like to make that clear in 
advance because, personally, I would rather 
have this section repealed and then this will 
automatically bring into being what my inten- 
tions are. 


The Chairman: Let us get this clear. If 
clause 4 is deleted, and it probably will be, I 
gather then that Bell would have no objection 
to extending to employees of their subsidiar- 
ies the privilege of having access to this sav- 
ings plan. 


Mr. de Grandpreé: That is correct. 


The Chairman: Therefore, if that is the 
case, how would you provide that plan? If 
clause 4 was deleted would you just put a 


new clause 4 to provide this savings plan? 


Mr. de Grandpré: That is correct. 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, I have a supplementary. Do you antici- 
pate any other similar problems if we repeal 
clause 4? 


Mr. de Grandpré: No. If we delete section 
4 then we would continue to be subject to the 
same kind of regulations that we are under 
today. I do not think this particularly creates 
any problems because I have made my posi- 
tion quite clear. We thought it was a redun- 
dant regulation and that is why we thought 
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that this was a good practical approach to it. 
But we certainly have no very strong views 
about this. 


The Chairman: Would you not have the 
power now to extend your savings plan? 


Mr. de Grandpré: No, not now. If clause 4 
is deleted from the Bill then we would have 
to apply to the Canadian Transport Commis- 
sion to obtain their permission to extend this 
plan to employees of subsidiaries. I should 
tell you that we made such an application in 
February or March of 1966, if I remember 
correctly. At the time the Board of Transport 
Commissioners felt we had not proven to 
their satisfaction that it would be in the best 
interest of the company or of the subsidiaries 
to have this plan extended. They said they 
would deal with it at a later date if we want- 
ed to make another application and conditions 
changed. We had presented proof that a large 
proportion of the mother or parent companies 
had in fact savings plans or stock option 
plans of some sort applicable to all employees 
which were extended to subsidiaries, but of 
course we could not prove that it was a uni- 
versally accepted practice by all parent com- 
panies to make this plan available to 
subsidiaries. 


The reason we felt that the plan should 
have been extended to Northern employees is 
that there is a certain amount of movement of 
employees between the two companies, espe- 
cially at the engineering level, and if an 
employee of Bell is transferred to Northern 
and if the savings plan is not extended to 
him, it means that he can no longer purchase 
Company or Bell shares under the plan as 
soon as he is transferred to Northern. In some 
cases it can create some reluctance on the 
part of that employee to move to Northern 
because of the loss of a fringe benefit. This 
was the reason we felt it would provide 
something that would make mobility of per- 
sonnel easier. 
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Mr. Rock: May I ask a supplementary? I 
hope that the members of the Committee 
realize that at the moment clause 4 reads as 
follows: 

4. Section 2 of chapter 39 of the stat- 
utes of 1957 is hereby repealed. 


If we adopt this clause then this section is 
repealed and, personally, I am for adopting 
the clause to repeal that section. However, if 
the Committee does not adopt clause 4 which 
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repeals this section, then I will bring in the 
amendment because the amendment attaches 
itself to that section. That is what I want to 
clarify. 


I understand, Mr. de Grandpré, that if we 
adopt clause 4, which will repeal Section 2 of 
chapter 39 of the statutes of 1957, then you 
will automatically have the right to extend 
the savings plan to Northern or any other 
subsidiary. 


Mr. de Grandpré: That is correct. 
Mr. Rock: Without going to the CTC? 


Mr. Lewis: Mr. Chairman, Mr. de Grandpré 
mentioned the decision of the Commission or 
the old Board. The proposed amendment by 
Mr. Rock, which I do not have any objection 
to unless proven otherwise goes contrary to 
that decision. Mr. de Grandpré indicated 
some reason that the Board reached that deci- 
sion, namely that he had not shown that it 
was in the interest of. Was the Board con- 
vinced that it was not in the interest of? 


Mr. de Grandpré: No, the Board took more 
or less a holding attitude. 


Mr. Lewis: I suppose there are copies of 
the decision? 


Mr. de Grandpré: Yes. 
Mr. Lewis: I would like to know why the 


Board refused it before voting on this 
amendment. 
Mr. de Grandpré: They simply felt, Mr. 


Lewis, at that time that we had not satisfied 
them that it was in the interest of the sub- 
scribers—because this is the interest they have 
to look at all the time—to make this plan 
available to the employees of the subsidiaries 
at the option of the Company. We had intro- 
duced evidence indicating that several parent 
companies were in fact extending this privi- 
lege and that it was more or less the general 
practice of corporations to do this. However, 
we certainly could not prove that there was 
unanimity in this connection and they felt 
that we had not discharged the burden of 
proof at that time. This is the position they 
took and, of course, I am paraphrasing the 
judgment. 


Mr. Lewis: There was not anything in the 
judgment that said that this would be against 
the interest of subscribers? 


Mr. de Grandpré: No, Mr. Lewis. 
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Mr. Lewis: You merely had to show reason. 
Mr. de Grandpré: That is correct. 


Mr. Rock: Mr. Chairman, when I asked 
officials of Northern Electric that question 
they said they would be very happy if their 
employees could have this privilege. Also, I 
spoke to quite a few union leaders from 
Northern who sat in as observers at the hear- 
ing and they said they were very interested 
because they have been wanting the same 
privilege as the employees of Bell have for 
years. This is the reason I would like to see 
this in, if we do not adopt clause 4. 


Mr. Bell (Saint John-Albert): Just so silence 
will not be taken as full approval I want to 
have a look at this because I think there is a 
bit of conflict in principle here. If Bell Tele- 
phone has asked that they be exempted for 
certain of their activities in so far as going to 
the CTC is concerned and we have said “no, 
we think you should still have to go to the 
CTC but we are making an exception here,” 
while it affects the employees it is not too 
consistent. 


Mr. Rock: I think it is in one way. 


Mr. Bell (Saint John-Albert): We do not 
have to decide that now. 


Mr. Groos: Mr. Chairman, I do not want to 
delay matters too much—I would like to 
move along—but I have four short questions 
which do not refer to any specific clause in 
the Bill. We do not have Bell before us very 
often and I think now is the time for me to 
ask these questions. 


I notice that very considerable emphasis is 
laid on Bell’s efforts to provide service and 
research, particularly the effort that goes into 
the money-making or money-saving areas, 
which I will not disagree with at all. How- 
ever, I would like to be reassured that some 
equal effort goes into the non-revenue pro- 
ducing customer service areas. I have in mind 
two specific areas. One of them is this matter 
of eavesdropping devices and so forth. I think 
all of us have become very much aware of 
the part that a telephone device can play in 
eavesdropping. Does Bell Telephone provide a 
sort of de-bugging service? 


® 1140 


Mr. de Grandpré: Mr. Scrivener is more 
qualified than I to answer this question, if I 
may ask him to comment. 
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Mr. R. C. Scrivener: Frankly, Mr. Groos, in 
today’s technology you cannot prevent eaves- 
dropping, one way or another. Eavesdropping 
on the telephone may be done in ways that 
can be detected without too much difficulty. 
On the other hand, it can be done in ways 
that are most difficult to detect. This is the 
result of technology. 


Mr. Lewis: Do not tell us the ways. 


Mr. Scrivener: From time to time people 
come to us and say they suspect that their 
line is “tapped”. When they do we turn 
everything loose. We have to try to find out if 
there is any evidence of a device which 
would permit someone, not a party to that 
service, to overhear whatever goes on over it. 


Mr. Groos: Do you make any charge for 
that? 


Mr. Scrivener: No, there is no charge. On 
the other hand, I do not want to leave the 
impression that we can police the security of 
conversation on five million telephones. In 
this day and age, unfortunately—and I am 
very sorry this is the case—we just cannot 
assure you that those five million telephones 
are completely clear of any possible eaves- 
dropping device. 


Mr. Groos: I understand that. 


Mr. Jamieson: May I interject a supplemen- 
tary here? Is it frequently, occasionally, or 
often that these complaints or reports turn 
out to be correct? In other words, do you 
have evidence of fairly widespread wire- 
tapping? 


Mr. Scrivener: No; very seldom do they 
preduce anything. Again, you see, that does 
not prove that there has not been eavesdrop- 
ping, but it tends to prove that it was not 
being done via the telephone. 


Mr. Groos: My second question is again in 
the area of non-revenue-producing customer 
service. 

People with a telephone seem to be faced 
more and more these days with anonymous 
calls. It seems to me, with the technology 
available today, and the high-speed switching 
and so forth, it seems to me that a telephone 
company should be able to trace these calls 
very much more quickly than I understand is 
the case. What advances are you making in 
that direction? 


Mr. Scrivener: We keep track of all com- 
plaints from the public about what we call, in 
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broad terms, annoyance calls. As you will 
know, gentlemen these cover all types of 
annoyance and harassment. 


We investigate each complaint. A _ great 
many of them are dropped in the initial 
stages of the investigation. They tend to 
involve triangles, neighbours, family disputes 
and quarrels. In situations where some action 
is taken we may talk to all the parties 
involved and say “‘Can you people not decide 
this?’’. The complainant will say: “I think it is 
straightened out now.” 


However, there are other cases which 
require our taking other action such as call- 
tracing. We are devoting a great deal of effort. 
at the moment, as are others in the industry, 
to devices which will permit more rapid trac- 
ing of calls, primarily through the complexi- 
ties, of the metropolitan telephone system. If 
a call originates at one end of Toronto and 
the annoyed party is at the other, it may go 
through half-a-dozen exchanges. To trace it is 
a complex matter. We are trying to devel- 
op—and have developed—devices which will 
permit our more rapidly tracing the point of 
origin of a call. 
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If we can trace the point of origin of a call 
and the annoyed person tells us when that 
call is on we can determine that when he was 
being annoyed the call was coming from a 
certain other telephone. At that point we 
introduce the police into the matter and turn 
the evidence over to them so that they can 
take action. 


Mr. Groos: The safety of the public is a 
matter of considerable importance. A week 
rarely passes without some sort of a bomb 
scare somewhere or other, or in an aircraft in 
the air, or threatening phone calls to 
individuals. It seems to me that in the inter- 
ests of service to the public the telephone 
companies should devote a fair amount of 
effort to producing a system whereby those 
being called could immediately contact a 
counter organization which could establish 
from where the call was coming. 


Mr. Scrivener: Because of a number of 
things, Mr. Groos, I agree entirely with the 
words and intent of your comment. 

From a technical and operating point of 
view we are prepared to do everything. There 
is no problem of resources, or costs, or any- 
thing associated therewith. Frankly, I think 
more severe penalties would be of assistance. 
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Mr. Groos: If you can catch them. 
Mr. Scrivener: It is very difficult... 


Mr. Vincent: There have been many more 
prosecutions in the last year or two. You must 
have seen evidence of that in the news- 
papers. This was primarily due to these new 
devices which came into operation within the 
last couple of years. You must have noticed 
that there have been many more prosecu- 
tions, but we would like to see more severe 
sentences. 


Mr. Groos: My third point relates to the 
Ericafon. Is that the name of it? 


Mr. de Grandpré: Yes, that is right. 


Mr. Groos: You referred to toasters and 
refrigerators, and so forth. The electrical 
pDusiness has the Canadian Standards As- 
sociation, Do you have a similar group in the 
telephone industry such as a telephone equip- 
ment standards association? I was recently in 
the Okanagan valley, and I know that the 
Okanagan Telephone Company has many of 
these Ericafons. 


Mr. Jamieson: What is an Ericafon? 


Mr. Groos: It is a little gadget which you 
pick up and speak into... 


Mr. de Grandpré: It is a phone manufac- 
tured by L. M. Ericsson in Sweden. It has 
the dial under the base of the set. 


Mr. Jamieson: The thing on the bottom? 
Mr. de Grandpre: That is right. 


Mr. Groos: We have enlightened you on 
that point. 


A person wishing to have one of these 
foreign telephones has first of all got to pay 
$25 to check it out, and then $5 more for 
connecting it, as well as the usual charge. 


Perhaps it would save the customer a little 
money if there was a standards association 
for telephone equipment, so that this when a 
type of equipment would have to pass certain 
standards of compatibility and so forth 
before it would be deemed suitable for use. 
Quite obviously the Ericafon has, because the 
Okanagan Telephone Company is in some 
way connected with the Canadian-wide tele- 
phone system. This might be of advantage to 
the public. Have you any comment on that? 


Mr. de Grandpré: This is the reason for our 
having suggested that the requirements of the 
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company be subject to some kind of review 
by an independent body. 


I am sure that over the years some accepta- 
ble standards will be developed and that it 
will no longer be necessary, after some years, 
to apply in each and every case. This will 
take time, of course. There are no standards 
now. 
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Mr. Scrivener: I would like to add some- 
thing to what Mr. Groos said. All the major 
telephone companies in Canada have basically 
the same standards with respect to the trans- 
mission requirements of a telephone instru- 
ment. The major manufacturers in Canada, 
obviously because they are going to sell to 
these companies, manufacture to these stand- 
ards. The Ericafon manufactured in Sweden 
is a good telephone and by and large meets 
these standards, but there are a lot of manu- 
facturers in and outside the country who are 
making instruments they class as telephones 
that do not meet these standards. 


One of the major problems we are going to 
be facing in the next decade is international 
communication standards to permit interna- 
tional communications comparable to those 
we have on the North American continent. 
Most of the trouble we have, Mr. Groos, 
comes from those sources; in other words, it 
is something that comes from another coun- 
try—and I will not mention any names—but 
frankly it just does not meet those standards 
and we have to take out all of the innards 
and replace them with those that do. 


Mr. Groos: Thank you, Mr. Chairman. 


Mr. Rock: May I ask a supplementary? To 
continue with what Mr. Groos asked, since 
you know that the Ericafon meets your 
standards why, if anyone else purchases the 
same telephone, do you still charge $25 to 
check it out when you know already that 
telephone has already passed the standards 
you require? 


Mr. Scrivener: Initially it did not, and we 
are at a stage now where this type of thing 
may have to be adjusted, Mr. Rock, so long 
as we can be assured that the standards will 
be adhered to. 


Mr. Lester: I would just like to add one 
point to Mr. Rock’s question. The Ericafon, as 
Mr. Scrivener pointed out, had some prob- 
lems initially. It still has some problems. As 
was mentioned, the dial is on the bottom of 
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the instrument so every time you put the set 
down you disconnect it, so you have to be 
careful, if you are in the course of a conver- 
sation and put your telephone down to get a 
piece of paper, that you put it on its side; if 
you put it on the bottom you are cut off. 
Every time you pick the telephone up you 
connect to the telephone equipment and hold 
up switches, so there are some real problems. 
In terms of transmission yes, it is a good set, 
but in terms of design it leaves quite a bit to 
be desired so far as we are concerned. 


The Chairman: Mr. Bell? 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, I would just like to ask a question or 
two about clauses 7 and 8. I appreciated the 
explanation that Mr. de Grandpré gave and I 
think the compromise that has been offered in 
each case will go a long way towards satisfy- 
ing our objections. I presume, Mr. Chairman, 
that these amendments will be available so 
that we can have a look at them before we 
are finally asked to vote on them. 


But what I want to ask is: Is not your 
answer to the different witnesses that said 
clauses 7 and 8 should be deleted wholly that 
you want these clauses in to clarify existing 
conditions and you are not really asking for 
more powers? I ask that because of Mr. 
Lewis’ questions when he asked what are 
the companies that you want to go out and 
purchase or obtain that you cannot do now. Is 
not the answer to that partly that you feel 
you could probably make these moves now, 
but there is questionable law involved and 
this would merely clarify it? 


Mr. de Grandpré: In connection with clause 
7, I do not think this gives us any additional 
power. In fact, I think with these suggestions 
I made to meet these objections that we will 
have more limited rights than we have today 
under the 1948 amendment. 


Mr. Bell (Saint John-Albert?): 
leave the clause in? 


Then why 


Mr. de Grandpré: The clause was introduced 
simply to update the wording in connection 
with telecommunications. As Mr. Henry said, 
if you are in the whip and buggy days you 
can have whip and buggy terminology; if you 
are in the jet age you should have jet defini- 
tions and the purpose of clause 7 simply is to 
update the wording of the 1948 amendment so 
it will be in line with the terminology used 
in more recent pieces of legislation introduced 
by Parliament. 
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Clause 8 as originally drafted also had the 
purpose of clarifying our investment powers. 
It was feared that while clarifying we were 
going to move into all sorts of companies, and 
in order to alleniate these fears we have 
indicated that the portion of clause 8 which 
was strongly objected to, namely that portion 
which says 


...in any other Company having objects 
in whole or in part similar to those of 
this Company... 


should be deleted so that we would stay with 
the only thing under clause 8 about which 
there is no discussion, namely investment in 
research and development companies. 


Mr. Bell (Saint John-Albert): In other 
words, briefly then your answer to those that 
would want these clauses deleted is that they 
update and clarify the law. 


Mr. de Grandpre: That is correct, and I 
think the additional provisions we are pre- 
pared to introduce will remove all the fears 
that people could still have if clause 7 is not 
amended the way we now suggest, because 
we would still be left with the power under 
the 1948 amendment which dealt with sub- 
stantially the same issues, the emission of 
time signals, intelligence, and so on, but it 
did that in terminology no longer used in 
modern statutes. 


With the addition of these provisions stat- 
ing that we cannot be broadcasters—we had 
given this assurance in 1948 but there was no 
specific provision to prohibit the Company 
from becoming a broadcaster; we did not take 
advantage of this but still I maintain we 
eould to so under the 1948 amendment—with 
this new approach I think there is no problem 
left. We cannot be broadcasters; we cannot be 
a CATV operator; we can have no control 
over the contents or meaning of the message 
or the implication of the message; these are 
all additional safeguards that we are prepared 
to introduce in order to meet these objections. 


Mr. Bell (Saint John-Albert): In other 
words, those witnesses that suggested these 
clauses be deleted should be more than happy 
now we have limited your powers. 


Mr. de Grandpré: I would believe so. 


Mr. Bell (Saint John-Albert):; There is one 
other matter I would like you to comment on. 
Mr. Henry suggested on page 12 of his brief, 
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and it is the quote you mentioned, that possi- 
bly the company should be given additional 
powers of acquisition for research. He also 
said—and this bothers me as a member of the 
Committee—that we may wish to consider 
deferring a decision on any additional pow- 
ers, other than research, until after the 
hearing. 


I appreciate that you have made this 
qualification, but would not part of our 
answer to that be that we are really just 
updating and clarifying existing law, and if 
his inquiry brings out any evidence he has 
not really embarrassed us because we have 
not given anything more than what you had. 


It bothers me that Mr. Henry’s inquiry 
might take a certain line that would make it 
look as though we might not have exercised 
our full responsibility here, and I am looking 
for some help in reply to how we can go 
ahead, with this inquiry now in existence. 


Mr. de Grandpreé: I appreciate your difficul- 
ty, Mr. Bell. If you analyse Mr. Henry’s 
evidence I think you will identify his pre- 
occupation. He says if clause 7 empowers the 
Company to become a broadcaster then he 
thinks the enactment should be deferred. 
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In order to meet this objection we say we 
do not want to be broadcasters; we are pre- 
pared to put a limitation in the act and, hav- 
ing met this objection, then I think the objec- 
tion falls. 


He says if it is only an updating then he 
has no objection. If it is more than an updat- 
ing and if it is, in fact, the granting of addi- 
tional powers to become a broadcaster, then 
he thinks you should wait. But, having met 
this objection, I think the objection falls 
because the assumption no longer remains. 


Mr. Bell (Saint John-Albert): Of course, the 
same thing applies too in an overall way to 
the lack of any government decision on the 
satellite business. I do not say we are taking 
any action that would be in conflict with any- 
thing the government would do later but so 
far as both Henry’s inquiry and the overall 
satellite picture are concerned—I just state 
this to the Committee—I feel it would be 
better had there been decisions on both 
before we dealt with this. Perhaps Bell would 
have got a much better deal than they are 
getting out ot it, as a matter of fact. 


I am just saying, as a member of the Com- 
mittee, that it is awkward but I appreciate 
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the reasons you have given for wanting to 
retain these two clauses and I hope we can 
have a copy of the proposed amendments and 
have a good look at them here in Committee 
before we pass them so there will not be any 
involvement in the House later. Thank you. 


The Chairman: Mr. Schreyer, you are next. 


Mr. Schreyer: Would it be correct to say 
that you want clause 8 to be in the bill but 
not so much for the added powers it may 
give, because I believe you said your inter- 
pretation is that it does not really give any 
additional powers; it may serve to clarify. 


The real reason, perhaps, could be the 
effect this would have on your financial man- 
agement in the Company, your bond ratings,. 
the price of your stock offerings, and so on. 


Mr. de Grandpre: The reason we want to 
clarify this power concerning investment in. 
research and development companies is that. 
if we decide to invest in these types of com- 
panies it will be a new type of investment 
that we have never done before, and if we 
are going to initiate action in this direction 
we do not want to be under the same kind of 
cloud as we are in connection with the North- 
ern investment. 


As I said, being a new avenue we want to: 
explore, we feel that this should be clarified 
before we start to invest in research and de- 
velopment companies, so that indirectly if this 
clause is passed it would perhaps tend to 
improve bond ratings for Bell. 


Let us put it the other way around. Let us 
say we decide to invest without that clause, 
and let us assume some people feel that we 
do not have the powers for reasons similar to 
those raised in connection with Northern; this 
would be an additional problem we would 
have to meet. 


You have to realize that any corporation 
that has to raise very substantial amounts of 
money from year to year cannot time 
demands for capital funds. We have to meet 
the demand and anticipate the demand and 
prepare our construction program so that we 
can meet the demand when it occurs. So, we 
cannot say, well, this year we will not borrow 
$120 million—we have to borrow $120 million 
in order to meet the construction program. 
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We have to operate in a climate that will 
give confidence to investors if we do not want 
to pay too high a price for our dollars. If we 
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are placed in a position where the investors 
feel we are operating under too many clouds 
then the cost of money will go up and, if the 
cost of money goes up, eventually the cost to 
the subscriber will reflect this additional cost 
of operation. 


Mr. Schreyer: Mr. Chairman, with respect 
to clause 4, I think it was the feeling of some 
members of the Committee, Mr. Bell and my 
colleague Mr. Lewis, that the Clerk perhaps 
might arrange to have a copy of the tran- 
script of the judgment of the Board circulated 
among members of the Committee. 


The Chairman: This deals with the judg- 
ment of Northern Electric? 


Mr. Lewis: With respect to the shares. 


Mr. de Grandpré: I could certainly arrange 
to have it this afternoon for the meeting. I 
have it in my office in Montreal, but I will 
obtain it at noon and make photostats for use 
of the members of this Committee. 


The Chairman: Would not the Secretary of 
the Board have this? 


Mr. de Grandpré: Yes, Mr. Rump would 
have a copy. 


The Chairman: He would have it immedi- 
ately so that he could have some copies run 
off. 


Mr. de Grandpré: Yes, if you can make 
these arrangements, Mr. Rump undoubtedly 
has that. 


The Chairman: I will ask Mr. Rump to 
have copies run off for the members of the 
Committee. They will be here for this after- 
noon, Mr. Schreyer. What is the name of the 
case? 


Mr. de Grandpré: This was an application 
by The Bell Telephone Company of Canada to 
obtain power to extend its savings plan to 
employees of subsidiaries. 


The Chairman: What year was that? 


Mr. de Grandpré: It was in February or 
March, 1966, to the best of my recollection. 


The Chairman: That is enough information 
for Mr. Rump to identify it. 


Mr. Lewis: That is the date of the applica- 
tion not the date it was dealt with. 


Mr. de Grandpré: Well, it was dealt with 
very shortly after that, Mr. Lewis. 
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The Chairman: Mr. Rump will be able to 
have that information for us. Is that all Mr. 
Schreyer? 


Mr. Schreyer: No, I have one more ques- 
tion, Mr. Chairman. It does not have to do 
with the subject matter of the bill; it has to 
do with the letter you read out to us earlier 
today. I am just interested in finding out how 
this has been dealt with. Have you made 
some reply? 


The Chairman: Do you mean the letter 
from Mr. Holt? 


Mr. Schreyer: That is right. 


The Chairman: It came to my attention just 
late yesterday afternoon and I have not 
replied. The implication of the letter was to 
bring it to the attention of the members of 
this Committee and that is what I have done. 


Mr. Schreyer: Well, it is a point of proce- 
dure, then. What is the intention now? What 
should be the intention of the Committee now 
with respect to replying to that letter? 


The Chairman: I do not think there is any 
reply that we can make to the letter. It is a 
matter of bringing a set of facts to our atten- 
tion and I asked Mr. de Grandpré to comment 
on it this morning and that is what we will 
do, just send him a copy of the transcript. 


Mr. Lewis: Well, Mr. Holt is asking why 
Mr. de Grandpré is harassing him. 


The Chairman: That is right; he says they 
are not harassing him but following the 
procedure under the custom’s tariff. 


Mr. Lessard: He does not have to reply. 
The Chairman: No. No reply was asked for. 


Mr. de Grandpré: If I do not harass him, I 
am discriminating against the fellows next 
door that are paying the price for the service. 


Mr. Schreyer: Well, Mr. Chairman, in that 
connection since... 


The Chairman: The letter, Mr. Schreyer, 
says: 
Would you please bring this matter to the 
attention of... 
well, this is directed to Mr. Virr, 


... the Chairman and members of the 
Committee and if possible advise me as 
to my rights in this situation... 
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I think he should consult a lawyer. Let him 
go to legal counsel. 


...and what steps can be taken to protect 
me. 


Well, he can go to a lawyer if he wants to 
take any action against Bell on the matter. 
We cannot do anything. 


Mr. Schreyer: I was just curious about how 
you intended to respond to that. 


The Chairman: That is how I will respond 
if you want me to; that the matter should be 
handed by counsel but I will send him a 
transcript of the evidence of the replies that 
were made this morning to that letter by Bell. 


Mr. Schreyer: I would like to make the 
comment, Mr. Chairman, that while on the 
one hand I do not think Bell acted wrongly 
under the law, I feel it is unfortunate for the 
Committee system that Bell should have 
taken this action so soon, so immediately after 
the gentleman testified. 


The Chairman: Mr. Schreyer, I am not 
defending Bell, but in all fairness they have 
certain procedures to follow according to the 
customs and tariffs. They found out about it 
through his evidence. Had they found out 
about it in another way they would still have 
taken the procedures. I do not think it reflects 
on this Committee. 
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Mr. Schreyer: No; I said it was unfortunate. 


The Chairman: Yes, I understand that. But 
what can we do? 


Mr. de Grandpré: May I complete my 
answer to Mr. Bell’s question? 


The Chairman: Yes. I am sorry. 


Mr. de Grandpré: I would like to refer to 
the evidence given by Mr. Henry on clause 7, 
at page 395 of the transcript, the last para- 
graph in the right hand column. 


It is, of course, desirable that the pow- 
ers of the Company be clarified in mod- 
ern terminology to permit it to provide 
its services as a common communications 
carrier by means of current and develop- 
ing technology. If this is the only effect of 
clause 7, I do not see any problems in the 
nature of those I have described arising 
out of the amendment. If, however, the 
effect of the amendment is to extend the 
powers of the Company to permit it to 


Transport and Communications 


February 1, 1968 


undertake new businesses, such as the 
business of radio or television broadcast- 
ing, then I see cause for concern. 


That is why I said that his remarks were 
predicated upon this assumption, and having 
removed this difficuity then I think his objec- 
tion falls. 


The Chairman: Before I call on Mr. Reid, I 
want to intimate that we will adjourn for 
lunch at 12.30 and re-convene after Orders of 
the Day or at 3.30, whichever is earlier. Also, 
although it does not appear on the notice, 
there will be a meeting this evening on this 
particular Bill. We will set a time for that 
this afternoon, after we see how we progress. 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, on that point, how do you anticipate 
that these amendments will come forward for 
our consideration? 


The Chairman: I hope to meet at noon with 
Mr. de Grandpré to go over them. Perhaps I 
can have the copies run off and in the hands of 
the Committee this afternoon. 


Mr. Bell (Saint John-Albert): Before we are 
finally confronted with...? 


The Chairman: Yes; before we get to those 
clauses I will have the draft photostated by 
the Committees Branch and made available 
as soon as possible. They may be distributed 
to the members of the Committee in the 
House this afternoon. 


Mr. de Grandpré: Mr. 


Chairman. 


That suits me, 


Mr. Reid: I would now like to revert to the 
discussion of proposed clause 4. First of all, 
Mr. de Grandpré, have you had any difficulty 
in having speedy action taken by the Trans- 
portation Committee of the old Board of 
Transport Commissioners on your application 
to issue stock? 


Mr. de Grandpré: No, I would not say that 
we have had. any problems. Of course, when- 
ever we have an issue, we will in the future 
contact the chairman of the Railway Trans- 
port Committee. In the past, I used to con- 
tact Mr. Carr, who was the Chairman of the 
Board of Transport Commissioners, and we 


would indicate to him that such an issue of — 


shares was planned and that certain timing 
was necessary to meet the deadline. We also 
indicated to them that we would file our 
application on such-and-such a date, and they 
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would deal with the application with consid- 
erable expediency. This has never proven to 
be a problem. 


Mr. Reid: There has been pretty nearly 
automatic approval of the issuance of the 
shares, within your prescribed capital 
limitations? 


Mr. de Grandpré: That is right. I am not 
aware of any case where they have substitut- 
ed their judgment for the judgment of the 
experts and have indicated that an issue 
could be marketed at such-and-such a price. 


Mr. Reid: “They” 
experts? 


being the financial 


Mr. de Grandpreé: That is correct. 


Mr. Reid: You have never issued preferred 
shares previously, have you? 


Mr. de Grandpré: We have not; and neither 
have we ever created preferred shares. 


Mr. Reid: If we pass clause 2, with the 
amendment permitting you to create pre- 
ferred shares, would it be necessary for you 
to go to your stockholders to request their 
permission? 


Mr. de Grandpré: Oh, yes. If we are given 
permission to create preferred shares, accord- 
ing to the provisions of clause 3 the shares 
would be created and this would be approved 
by the shareholders at large. 
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Assuming that clause 4 is deleted and that 
the CTC maintains its jurisdiction over the 
issue of shares, then, as an additional step, 
we would have to go to the CTC for their 
approval on the amount, terms and conditions 
of that issue. They have the necessary juris- 
diction over any issue of capital stock. In my 
view, it would apply equally to preferred 
shares. 


Mr. Reid: Do they have the necessary ex- 
pertise in this specialized field? 


Mr. de Grandpré: I would think so. They 
have a staff of economists who are familiar 
with economic problems. Mind you, we 
introduce considerable evidence to justify the 
issue price. In a standard presentation we 
have stock dealers and independent stock 
purchasers for large corporations, and we also 
present statistics on the types of issues that 
were made to the public during the past “X” 
number of months; we give the size of each 
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issue to indicate how much the market can 
absorb at any given time; we indicate the 
issue price of these issues to show what was 
the percentage of the market price that was 
set for each issue at the time of issue; and 
we come to a judgment: Is it going to be 82 
per cent of market, or 81 per cent, or 80 per 
cent? This is the judgment area in which we 
work. 


I would say that as a general rule the aver- 
age issue price over the years has been in the 
neighborhood of 80 per cent. The last issue 
was 82 per cent of the market, if I remember 
correctly. 


Mr. Reid: You used the term “common car- 
rier’ or “electronic highway”. Do you have a 
definition of this rather elusive term? 


Mr. de Grandpré: Unfortunately, no; it 
would be quite handy to have one, I admit, 
because if we did it would not be necessary 
to take all the precautions to indicate that we 
would not control the contents, that we would 
not influence the meaning or purpose of the 
message; we would not do this. 


What we are attempting here is to indicate 
what we cannot do as a carrier. To my 
knowledge, there is no definition of a com- 
mon carrier. That is why I refer to the Com- 
munications Act of 1934, which defines “‘com- 
mon carrier” in a very unsatisfactory way, at 
least, so far as I am concerned. I do not know 
how you feel about it, Mr. Reid, but when 
you define a common carrier by saying “per- 
son engaged as a common carrier” you are no 
better off, in my opinion. 


Mr. Reid: Yes. 


Mr. de Grandpré: Those who are lawyers on 
this Committee will agree with me that it is 
bad to use the same word in the definition. 


Mr. Reid: That is quite true. And to go into 
the question of definition under clause 8 and 
the companies which you might be interested 
in acquiring, or acquiring a share in, have 
you a definition of “research and development 
company’? 


Mr. de Grandpré: I really do not know 
whether research and development comes 
into the question. 


Mr. Reid: This would allow you to go into 
some interesting areas such as those where 
companies did undertake substantial research 
and development. 
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Mr. de Grandpré: In the telecommunica- 
tions field. 


Mr. Reid: The telecommunications field? 


Mr. de Grandpré: Yes; in the telecommuni- 
cations field. This is quite restricted. We can- 
not invest in a research and development 
company in the petro-chemical field, for 
instance. 


Mr. Reid: Would this extend to the possibil- 
ity of acquiring a consultative firm. ‘For 
example, we had one before—DCF Systems 
Limited. Would this be excluded from your 
terms of reference in this particular clause? 
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Mr. de Grandpré: I really do not know 
what they are involved in and I am not pre- 
pared to answer whether we would be 
authorized to invest in a company of that 
type. If a firm is involved in research and 
development of what is called “software” in 
computers as opposed to “hardware” I see no 
reason that this kind of investment should not 
be available to us aS a communications com- 
pany because there are some problems in 
connection with our electronic switching cen- 
ters which are very similar to the problems 
in the computers field. 


Mr. Reid: That is fine. I pass, Mr. 
man. 


Chair- 


The Chairman: Mr. Jamieson is next. 


Mr. Jamieson: Mr. de Grandpré, I am 
interested in your references to the CATV 
system. Am I correct in assuming at the 
moment that your company’s relationship 
with the CATV operator is purely a private 
matter? 


Mr. de Grandpre: That is correct. 


Mr. Jamieson: What is the nature of the 
general type of arrangement that you enter 
into? In other words, is it a standard type of 
contract or does it vary from one location to 
another? 


Mr. de Grandpré: We have different types 
of contracts but as Mr. Scrivener is more 
familiar with this aspect I will ask him to 
comment on it. 


Mr. Scrivener: Aside from the differences 
in the contract, Mr. Jamieson, that may be 
necessary due to the particular location in 
which it is to apply, by and large it is a 
standard type of contract. It provides for the 
terms of the contract, the amount of payment, 
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the period of the contract—by the way, they 
are usually for ten years to give everybody a 
chance to get really settled down—and also 
the standards. 


Mr. Jamieson: Does Bell or the CATV oper- 
ator provide the cable in most instances? 


Mr. Scrivener: When they have a contract 
with us we provide the cable. Now there are 
a lot of CATV operators who do not have 
contracts with us and they provided their 
plant in another way. Obviously, I would not 
know where they get their cable. 


Mr. Jamieson: But in your case, if someone 
wishes to establish a CATV system in a com- 
munity where your company operates or has 
the poles or whatever the other method is, 
the arrangement is that you retain ownership 
of that cable. 


Mr. Scrivener: That is right. They come to 
us and ask us if we will provide them with 
the cable plant necessary for their CATV 
operation. We say that we will be glad to on 
certain terms and conditions. If we reach 
agreement then we do provide, and we own 
that cable plant and undertake the mainte- 
nance of it. 


Mr. Jamieson: I am sure that you are 
familiar with the growing conviction that the 
spectrum is going to be used even less and 
less in terms of broadcasting and that the 
trend, as Mr. de Grandpré outlined in some 
respects this morning, is going to be toward 
cable. Do you visualize the possibility or the 
likelihood that this might become a sort of 
integral part of the telephone operation in 
much the same way that micro-wave is—in 
other words, that in your developmental work 
you would automatically lay multi-carrier 
cables and then make these available to a wide 
range of organizations such as ETV and the 
like? 


Mr. Scrivener: In fact, an increasing num- 
ber of the cables that we now place under 
city streets do have coaxial or broadband 
tubes in them. Because they are multi-pur- 
pose cables they can be used for telephone 
lines as well as for picture transmission. I 
think, Mr. Jamieson, the type of CATV plant 
that has been built over the past 10 years is 
essentially obsolete in that it is a one-way 
hydraulic type of system where you pump a 
signal in from one end and it squirts out the 
holes down the cable. The kind of system you 
are visualizing really is a much more flexible 
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system than that; it is a cable broadband 
system... 


Mr. Jamieson: That is right. 
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Mr. Scrivener: ...which has all the charac- 
teristics of the presently wired telephone net- 
work. It is a two-way system, not just a one- 
way system, and it can be inter-connected 
and switched. In other words, it becomes 
completely flexible, and... 


Mr. Jamieson: Right. 


Mr. Scrivener: ...on that basis that type of 
system would be made available to anybody 
who wanted to use it for the transmission of 
any type of electrical intelligence, if you like, 
that it is capable of carrying. 


Mr. Jamieson: My main interest in ques- 
tioning along this line is educational televi- 
sion. It would seem to me that in planning for 
this type of development, if I can express a 
personal opinion, that we are looking at a 
very small part of it when we talk about the 
idea of merely transmitting over the air 
either in DHF or UHF. 


Also, however, it would appear to me not 
to make too much sense if an educational 
system were to put in its own cable system 
because it may not need it for 18 hours a day. 
Now do you see within the next 5 or 10 years 
perhaps, at least in large built-up areas, a 
school system or a department of education, 
in precisely the same way that you now make 
a long distance telephone call, requesting 
from you a piece of cable between point A 
and B between 9 and 10 o’clock in the morn- 


ing, for instance, and this type of thing. 


Mr. Scrivener: It certainly is possible that 
educational television may develop in that 
direction. Now there are a number of other 
directions in which it can develop. It can 
develop in the direction of a greater use of 
taped TV material. 


Mr. Jamieson: Is another possibility the 
2900 megacycle band? 


Mr. Scrivener: That is right, because they 
are really looking for the lowest cost and the 
maximum flexibility. I basically agree with 
you though, if there are a number of uses for 
this type of cable, that to the extent those 
uses can share the same cable, then obvious- 
ly, the cost of the use is going to be kept 
down, whereas if you build a series of single 
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purpose cable systems then the cost of using 
each of those systems is going to be higher. 


Mr, Jamieson: Are you not also going to 
have a real jungle of cables, in other words 
like a can of spaghetti. 


Mr. Scrivener: As Mr. de Grandpré said, 
we are spending a lot of time, effort and 
money in putting those cables underground, 
and if all these other cables are up on poles 
you can well imagine how easy it is going to 
be to get them to take those poles down. 


Mr. Jamieson: Mr. de Grandpré, did I 
understand you correctly this morning when 
you indicated that you would not be adverse 
to some form of regulation of your relation- 
ship. with CATV operators? 


Mr. de Grandpré: No, we are not. What I 
have said is that if we accept the idea that as 
a communications carrier we are more or less 
the owner of a route then, if you want to 
have access to it, this I think should be regu- 
lated so that everybody will be happy. 


Mr. Jamieson: Let me ask a specific ques- 
tion with regard to regulations. It was men- 
tioned that you now have a private contractu- 
al arrangement with CATV operators and this 
of course involves the cost that you charge 
for the service. How would you react to a 
proposal that such tariffs would be subject to 
the approval of some appropriate authority? 


Mr. de Grandpré: We have no objection to 
that. 


Mr. Scrivener: This becomes of significance 
I think, Mr. Jamieson, when you switch your 
thinking, as you have, from a CATV operator 
wanting this cable for one purpose. But when 
you consider that this type of plant might be 
required by a number of people for a number 
of purposes then it seems to me the signifi- 
cance of regulated approach to its use 
becomes more important. 


Mr. Jamieson: You mentioned a ten year 
period; I was not aware that it was that long 
but even 10 years goes by fairly fast. Not only 
the CATV operator himself but all of those 
who are availing of that service are virtually 
at your mercy in the sense that at the end of 
that 10 year period... 


Mr. Scrivener: A renewal is available to 
him. If he wants to carry on for another 
period he gets first crack at it. 
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Mr. Jamieson: But does he have any pro- 
tection regarding the tariff at the present 
time. 


Mr. Scrivener: Yes, the tariff re-opener is 
provided for the protection of both parties 
during the 10 year period and at the end, if 
you want to renew. 


Mr. Jamieson: I have only one other ques- 
tion and it relates to the agency that you see 
as being the appropriate one for this particu- 
lar function. As you know, the successor to 
the Board of Broadcast Governors is now 
going to be charged with—and the new word 
is “broadcast undertaking’—and if it ever 
gets through the House this will include 
CATV. Would you see yourselves being 
involved with the BBG or its successor in this 
particular area, or is this something for the 
Canadian Transport Commission? 
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Mr. Scrivener: As was said, I think it is up 
to the government to decide because there are 
a number of intersecting interests in a matter 
of this kind. It could be that this whole busi- 
ness of how the communications situation 
should be regulated in the public interest 
would have to take cognizance of this in 
order to avoid overlapping jurisdictions. 


Mr. Jamieson: I have one last and related 
question to Mr. de Grandpré. You indicated 
that you have no intention of getting into 
broadcasting, as it is called. In those terms, 
however, I take it that you are talking 
primarily about program control or content 
control. In other words, I cannot see how, in 
the new electronic age, an organization like 
Bell can stay out of broadcasting as such. 


Mr. de Grandpré: Yes, I use ‘“broadcast- 
ing’ in the commercial sense, in the sense of 
producing a program. 


Mr. Lewis: In the wider sense there is now. 


Mr. de Grandpré: That is correct, and I am 
glad that you brought out this point. “‘Broad- 
casting” as I used it was in connection with 
the broadcasting undertaking that we now 
find in the Bill under discussion before the 
House. If we do not use broadcasting in that 
sense, then maybe we will have to define it 
with the words that are in the Broadcasting 
Bill. 


Mr. Jamieson: For example, you obviously 
would want to be involved in any form of 
satellite development, would you not? 
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Mr. de Grandpré: Of course. 


Mr. Jamieson: And, strictly speaking, that 
is broadcasting. 


Mr. de Grandpré: It is transmission, it is 
not broadcasting. 


Mr. Jamieson: That is the distinction. 


Mr. de Grandpré: That is right. The point 
I made when we first appeared in connection 
with the satellite was that it was just anoth- 
er piece of hardware to perform a function in 
the transmission of intelligence. It is just like 
a microwave tower; instead of having a 
microwave tower on the ground—you have 
one up in the sky. 


Mr. Jamieson: Thank you, Mr. Chairman. 


The Chairman: It is 12.30 pm. Mr. Byrne, 
you will lead off when we reconvene. 


Mr. Byrne: I will only be a couple of 
minutes, Mr. Chairman. 


The Chairman: Proceed then, Mr. Byrne. 


Mr. Byrne: I am really intrigued by the 
statement you made on page 20 of your origi- 
nal brief, where you Say: 


Based on a recent study the number of 
hours an employee in manufacturing 


would have had to work to pay for a 


residence individual line for one month 
in the world’s major cities... 


Then you show that while it would take two 
hours work in Ontario and Quebec, it would | 


take two days work in Paris. 


Mr. de Grandpré: Well, I do not know how | 


long their days are in Paris but it is 15 hours. 


Mr. Byrne: That is very close to two days, 
at least by our standards. 


Mr. de Grandpré: That is correct. 


Mr. Byrne: Do you attribute your efficiency 
in any way to the integration of research 
development and manufacturing? 
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Mr. de Grandpré: Well, as I have said 


before, the communications service that we 


have on the North American continent is, I 
think on general admission, the best that 
there is. This has been done by the American 
Telephone and Telegraph, generally speaking, 
by General Telephone, by Bell in Canada and 
some other companies. I do not think it is 
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sheer coincidence that Western Electric and 
American Telephone and Telegraph integrate 
their labs. You have the same thing with 
General Telephone and Electronics. General 
Telephone and Electronics has its manufactur- 
ing subsidiary and it has its labs, and it has 
integrated research development, manufac- 
turing, and operations. In Canada we have 
achieved the same level of success in de- 
veloping excellent communication by having 
integration of Bell and Northern. For instance, 
because Britain realized that their communi- 
cations system was not quite adequate they 
set up a task force, first of all, to study the 
possibilities of creating a crown corporation 
to operate the telephone-telecommunications 
business and also to look into the possibility 
of bringing some manufacturing units under 
the complex of the operating crown corpora- 
tion and this new complex of manufacturers. 
They realize that this is the answer to the 
problem. 


Mr. Byrne: Then Northern Electric, in 
addition to being a research and development 
company, is a manufacturing company. 


Mr. de Grandpré: That is correct. 


Mr. Byrne: Would deletion of these words 
you have suggested in clause 8 not eliminate 
further investment in Northern Electric? 


Mr. de Grandpreé: No, it would not elimi- 


| nate further investment in Northern Electric, 


but it would certainly not clarify the situation 


as for as Northern Electric is concerned. 


| 


| 


Mr. Byrne: Those are all the questions I 
have. 


Mr. Bell (Saint John-Albert): Mr. Chair- 
man, I have a more or less procedural ques- 
tion to complete our record. Would those 
replies go on the record? We really just got 
into the specific amendments this morning. 
There were quite a few other matters that 
were brought forward at that time but I am 
not suggesting that we should involve our- 
selves in them because I, for one, felt they 
were internal management matters an dout of 
the scope of this Committee. But as I recall, 
you people answered in a paper, which was 
sent around to Committee members, the spe- 
cific complaints that were brought forward by 


DCF and others about internal management 


and I feel that should form part of the record 
if it has not been included already. We have a 
responsibility to see that the records are com- 
plete, and it must not look as though we 
sloughed this all off. 
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The Chairman: That can be tabled this 
afternoon and we will print it as an appendix. 


Before we adjourn may I say that we for- 
got to include in the motion moved by Mr. 
Lessard and seconded by Mr. Bell (Saint 
John-Albert) an experienced console operator 
in our supporting staff. Would Mr. Lessard 
and Mr. Bell agree to that change. 


Mr. Bell (Saint John-Albert): I would agree 
to that change. 


Mr. Lessard: And so do I. 
Some hon. Members: Agreed. 


The Chairman: It is carried unanimously. 


We will meet in this room this afternoon. 
We will meet in another room this evening 
but we will let you know which room it will 
be. These amendments will be ready for you 
when you come back. 


The Committee is adjourned. 


AFTERNOON SITTING 
e 1544 


The Vice-Chairman: Gentlemen, we will 
proceed now with our meeting. Mr. Lewis, do 
you have a question? 
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Mr. Lewis: I would like to preface my 
question, Mr. Chairman, by saying to the gen- 
tlemen representing Bell that one of the 
things of concern to some of us—my col- 
leagues and myself—is the _ relationship 
between Northern Electric or some similar 
subsidiary and Bell and the fact that the pres- 
ent law does not require Bell to tell us 
exactly what happens in Northern. Your 
statements are consolidated ones and the 
financial and customer-client, purchaser-par- 
ent relationship is not made clear to the pub- 
lic and therefore, not made clear to us. It is 
that concern which makes us very hesitant 
about extending, in the language of the 
amending bill, the authority of Bell to pur- 
chase into companies. For example, Mr. 
de Grandpré, it is impossible for us to get any 
information on whether you buy equipment 
from Northern at the appropriate price or at 
some administered price between the parent 
company and the subsidiary for purposes 
other than those of the public interest. 


I have several questions I want to ask, but 
my first question is: In view of the fact that 
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Bell is such an important public utility I won- 
der whether you would be prepared to give 
consideration—although the law at the 
moment does not require you to do so—to 
make full disclosure to this Committee or to 
the CTC of the financial arrangements 
between Bell and Northern, the _ price 
arrangements for equipment and all the other 
related matters which enter into the cost of 
the service to the consumer? 


Mr. de Grandpré: There are several ques- 
tions within that question, as I think you 
would agree, Mr. Lewis. 


Mr. Lewis: I was very impressed by the 
lucidity of your comments and I have no 
doubt you will be able to unscramble my 
question. 


Mr. de Grandpré: As to the disclosure by 
Northern and Bell of their financial state- 
ments, you have indicated they are con- 
solidated, but this is not always so. They are 
consolidated for prospectus purposes, but 
they are not consolidated for purposes of the 
annual reports. Until about three or four 
years ago—I am subject to correction on this 
—Northern was not distributing its annual 
report, but about three or fours years ago 
Northern started to distribute its annual 
report and Bell, of course, distributes its 
annual reports from which you can have a 
clear identification of the financial statements 
of Bell and the financial statements of 
Northern. 


Regarding your question on whether we 
would be prepared to disclose the arrange- 
ments between Bell and Northern, we did 
this at great length when we appeared before 
the Board of Transport Commissioners—as it 
was then called—during the hearings in May 
and June of 1965 when Mr. Carroll who was 
then representing the Federation of Mayors 
and Reeves——I think that is the name of the 
Association—cross-examined the experts who 
testified and the officers of the company at 
great length. The price structure existing for 
Bell products was also examined by the CTC 
and it was determined, for instance, that the 
rate of return on non-Bell products was high- 
er than the rate of return on Bell products. 


Mr. Lewis: By ‘“non-Bell” and “Bell” you 
mean... 


Mr. de Grandpré: I mean sales to Bell and 
sales to non-Bell. It was also ascertained that 
the rate of return was higher for non-Bell 
sales than the sales to Bell thereby indicating 
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that the prices were certainly in line, as far 
as Bell was concerned. 
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As you know, the question of the agree- 
ment or the contract existing between Bell 
and Northern was also examined by the 
Board of Transport Commissioners and there 
is a clause in that agreement which says that 
Bell must enjoy a price lower than the pre- 
ferred customer of Northern under similar 
circumstances, or words to that effect... 


Mr. Scrivener: As low or lower. 


Mr. de Grandpré: Yes, as low or lower than 
the price at which the same products under 
similar conditions are sold to others. 

This is broadly speaking and there are con- 
clusions in the decision of the Board of Trans- 
port Commissioners in connection with the 


Bell-Northern relationship which I would like 


to quote in order to complete the record. 


The Board of Transport Commissioners 
came to the conclusion that the arrangements 
were in the interests of the subscribers. The 
evidence had been examined by the Board, at 
this point, for two hundred and some odd 


pages because this appears at page 218 of the 


original typed judgment. It has been printed 
since, but I am quoting from the original 
typewritten form and that is why it appears 
at page 218. 


On the evidence the Board finds that at 
this time Bell’s investment in Northern 
Electric is not in fact prejudicial to the 
interests of Bell’s telephone customers, 
that the prices paid by Bell to Northern 
Electric are as low as or lower than going 
prices; that Northern’s overall rate of 
return does not appear to be excessive in 
comparison with the general average of 
other manufacturing enterprises of a 
similar nature and in comparison with 
the rate of return earned by Western 
Electric in the United States; that the 
rate of return earned by Northern on its 
Bell business is lower than the rate of 
return earned by Northern on its non- 
Bell business; that the rate of return 
earned by Northern on its Bell business 
is not unreasonable and not much higher 
than the rate of return earned by Bell as_ 
a utility; and that the Board is not of the 
view that Northern’s rate of return on its © 
Bell business should be limited at this 
time to the rate of return which the’ 
Board finds reasonable for Bell. , 
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These were the conclusions reached by the 
Board of Transport Commissioners in connec- 
tion with the Bell-Northern relationship, and, 
as I said, several days and several hundred 
pages of evidence were covered by this issue. 


I think I should also underline, Mr. Lewis, 
that the relationship of Bell-Northern is such 
that the prices paid by Bell for the products 
it purchases from Northern—you will proba- 
bly find it strange that I say this—are not 
really material because the profits of North- 
ern are computed in the earnings of Bell with 
the result that the profits of Northern, 
because of higher prices paid by Bell, eventu- 
ally flow back to the subscriber and, there- 
fore, do not affect the price of the basic tele- 
phone service. 


The situation would be quite different if 
Bell were operating as a holding com- 
pany—holding Northern Electric and holding 
the operating company—a situation which has 
developed, as you know, with the American 
Telephone and Telegraph in the United States 
where it is a little more complex to examine 
this pricing structure. Here the holding com- 
pany happens to be the operating telephone 
company and the earnings of Northern, what- 
ever they happen to be, fiow back to Bell 
and, therefore, to the advantage of the sub- 
scriber. If we were in the other situation 
which I just described, the profits of both the 
operating company and of the manufacturing 
company would flow to the holding company 
and there would not be that flow of profits 
between the manufacturing company and the 
operating company. These factors are also 
important in the analysis of this situation on 
top of the conclusion reached by the Board 
when they went into this whole pricing 
problem. 


Mr. Lewis: If this question has been asked 
before, inform me and I will apologize. What 
proportion of Northern products is sold to 
Bell and what proportion to non-Bell? 


_ Mr. de Grandpré: It is about 60 per cent— 
about two-thirds to Bell and one-third to 
non-Bell. 


_ Mr. Groos: May I ask one clarifying supple- 
mentary question? In other words, this 
money from Northern flows to Bell every 
year, whereas if it were a separate holding 
company, the profits might be delayed two or 
three years before they get it? 


Mr. de Grandpré: If ever. 


Transport and Communications 


483 


Mr. Groos: Yes, if ever, that was my 
understanding but I just wanted to be sure. 


Mr. Lewis: My next question relates to an 
amendment you soon will have to consider. I 
think Mr. Reid asked you earlier what was 
your definition of research and develop- 
ment... 


Mr. de Grandpré: I am stymied. 


Mr. Lewis: ...but I want to ask you what 
you have in mind by a development company 
as distinct from a research company? 


Mr. de Grandpré: One is pure research and 
the other one is what we also call, applied 
research. One does basic research and the 
other one tries to adapt the new discoveries 
to practical applications. It may be I am sim- 
plifying and hurting the feelings of the Ph. 
D.’s, but that is my interpretation of research 
and development. 


Mr. Lewis: I think that would be fine, but 
let me take it one step further. Would you 
have in mind trying to buy into another 
manufacturing firm as distinct from the nar- 
rower concept of research and development? 
I think my interpretation would have been 
the same as yours. You use the word “devel- 
opment” in order to give yourself the author- 
ity to make... 


Mr. de Grandpré: To make prototypes. 


Mr. Lewis: ...yes, prototypes—sample 
pieces of equipment—to test them and manu- 
facture them to that extent. Have you a con- 
tinuing interest in extending your monopoly 
into other manufacturing areas related to 
your business? 


Mr. de Grandpreé: We have not shown that 
continuing interest, Mr. Lewis. We have not 
extended our operations into any other field 
during the last 87 years, if you will permit 
me to underline this. 


Mr. Lewis: No, but from the little bit I 
have read of the Minutes and I have looked 
through them you did take Northern Electric 
which does not really do much of your 
research. I gathered from the evidence that 
most of it is done by Bell itself. 


Mr. de Grandpré: No, it is the other way 
around. 

Mr. Lewis: Oh, it is the other way around? 

Mr. de Grandpré: Yes. Most of the research 


and development is done in Northern Electric 
labs which are located in Ottawa. 
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Mr. Vincent: In regard to your question 
about our intentions, Mr. Lewis, I tried to 
explain this on the first day we appeared 
before the Committee when we were answer- 
ing questions. When Mr. Reid was probing 
this point this morning he was concerned not 
so much with our intentions as with our pos- 
sibilities. Am I right, Mr. Reid? 


Mr. Reid: Yes. That is correct. 


Mr. Vincenti: You were not asking what our 
intentions were but what were the possibili- 
ties because people come and go. 


Mr. Reid: That is correct. 


Mr. Vincent: You were asking what the 
possibilities were. To answer your question 
concerning our intentions, Mr. Lewis. We 
thought at one point because all the R. and D. 
at present is done by Northern, at least the 
greater part of it, that it might be preferable 
if the R. and D. work were done by a sepa- 
rate organization, not directly under Northern 
nor directly under Bell, but a separate corpo- 
ration which would, perhaps, be jointly 
owned by the two. 
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I do not know what kind of a formula 
would be necessary but it might be a separate 
organization which would permit the more 
basic orientation rather than the development 
research or manufacturing. Our relations and 
our contracts with other Canadian companies 
might be improved because we do have con- 
tracts with the other telephone companies 
with this kind of information, and they might 
be happier if this were a separate R. and D. 
rather than an R. and D. organization under 
the manufacturer. This is what we had in 
mind. We are not saying we wish to move 
right away, but we would like to make it 
clear that this type of investing in R. and D. 
would be something new for us and this is 
what we have in mind. I am not saying that 
other things could not happen, but this is 
what we have in mind. 


Mr. Lewis: I asked about intention to start 
with. I wouid now like to ask Mr. de 
Grandpré whether the word “development” 
in this context might not be wide enough to 
do what the word you have agreed to delete 
might have done and could that be the reason 
you agreed to delete it? 


Mr. de Grandpré: No. You are reading sin- 
ister motives in my mind. 
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Mr. Lewis: Nothing sinister, just intelligent 
motives. 


Mr. de Grandpré: No, I think your inter- 
pretation of the word ‘“‘development” is much 
broader than mine. I gave you quite a candid 
answer about what I thought “development” 
was in this context. I think, Mr. Lewis you 
have to read this in the light of the assistance 
given by the federal government to research 
and development operations. I think it is the 
same kind of connotation that I see in 
research and development under clause 8. 


Mr. Lewis: Mr. de Grandpré, the reason I 
ask this is because over the lunch hour I have 
been thinking about it and it seems to me—if 
your answer is correct and I must say, as I 
said before, that would be my interpretation 
of the words, but if we were both correct 
—that if this power was retroactive you could 
not own Northern Electric? 


Mr. de Grandpré: No, I think I tried to 
make. my point clear this morning. We have 
the power to own Northern Electric because 
we have the power based on this pair of 
wires which we have mentioned before. We 
were trying to clarify this by having the 
words, in whole or in part, similar to the 
object of the company. However, I do not 
think that the powers to invest in Northern 
would be affected by this new clause to any 
extent. 


Mr. Lewis: I am not going to enter into a 
legal argument about the retrospective effect 
of an amendment made now. I will be very 
frank with you, this is why I have uneasiness 
in my mind about the ease with which Bell 
agreed to remove the word that you have 
agreed to remove. If these were your powers 
formerly; if you did not have the language, 
which you had previously, which referred to 
telephone lines and someone was able to find 
so many—I forget how many—feet of those; 
if the Board were satisfied that that met the 
requirement of the act and this does not have 
any such reference; if you did not have it in 
the present section as you discussed its 
amendment; if you had only the right to pur- 
chase or otherwise acquire and to hold 
shares, bond debentures or other securities in 
any company engaged in research and devel- 
cpment and nothing else; then you could not 
acquire or buy into a company similar to 
Northern Electric unless you extended the 
term “research and development” to permit 
you to acquire a company that also manufac- 
tured and sold the product on the market. I 
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frankly have a suspicion in my mind about 
why you should agree so quickly to limit 
yourself? 


Mr. de Grandpré: Well this is where you 
are wrong, I did not agree very quickly. 


The Chairman: Mr. Lewis, I was going to 
point that out. You have not been at these 
meetings but I am sure Mr. Schreyer and Mr. 
Saltsman said that there was no quick deci- 
sion on their part. It was very reluctant. I 
just brought it home to them that they had 
best do that if they wanted to get the bill 
through. 


Mr. Lewis: Well why do you agree even 
reluctantly to limit yourself? 


e 1605 
The Chairman: They got the message. 


Mr. Lewis: Perhaps, Mr. Chairman, you 
should let Bell answer it. It might be more 
authoritative coming from them than from 
you. 


The Chairman: I have dealt with it a little 
closer than you have. 


Mr. Lewis: I know. I am sure you have and 
I am not questioning your authority in that 
respect at all Mr. Chairman. What you are 
doing is in effect saying to us that you 
cannot divest Northern Electric from us but 
from now on we are not going to have any- 
thing to do with a company which manufac- 


| tures and sells on the market. 


Mr. de Grandpré: No, we do not say that. 
We say that as far as a new company is 
concerned we will be limited to a company 
involved in research and development work 
in areas of inquiry that relate to the objects 
of this company. 


Mr. Lewis: You would not have another 
company like Northern from now on? I mean 
you would have Northern which you already 
have but you would not have an additional 
one like Northern? 


Mr. de Grandpreé: No. I see no reason right 
now why we would duplicate the Northern 
operation. 


Mr. Lewis: Would you, therefore, have any 
objection if some of us moved an amendment 
to make that clear; qualifying the term “‘re- 


search and development” with some negative 


word that excluded any new company from 
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doing more that what you and I have said on 
research and development? 


Mr. de Grandpré: Well, I would like to 
have a look at the words, to examine them. 


Mr. Lewis: You would have no objection in 
principle? 

I admit Mr. de Grandpré that there is a 
great deal of economic advantage in some of 
the integration obviously, but you have hori- 
zontal as well as vertical integration when 
you take in manufacturing as well as other 
aspects. 

Some of us are concerned about the extent 
to which monopolistic organizations should be 
given, by Parliament, the opportunity to con- 
tinue building empires of that sort. As far as 
I and my colleagues are concerned, we want 
to be certain in our minds, before we agree to 
the passage of this bill in the House, that 
from now on you would not be able to 
increase your industrial empire as well as the 
research and development operation that you 
carry on. 


Mr. Bell (Saint John-Albert): Surely a par- 
tial answer to Mr. Lewis’ fears is the fact that 
now the Combines Branch is investigating 
Bell and Northern. I imagine you feel you 
could not make any moves of the nature Mr. 
Lewis might have in his mind at all without 
discussing this with Combines or, even being 
precluded in the first instance from doing so. 


Mr. de Grandpré: We certainly would, if 
we were to enlarge our power—to use the 
words of Mr. Lewis—have to be very careful 
that we were not violating the Combines Act 
because we are still subject to the Combines 
Act like any other corporation in Canada. As 
you say, this certainly should alleviate some 
of the fears expressed by Mr. Lewis. 


Mr. Bell (Saint John-Alberi): I do not mind 
saying that this is one reason I think the 
inquiry that we have been told about helps 
me, as far as these amendments are con- 
cerned, because Mr. Henry has stated—I 
looked this up on page 11—that this particu- 
lar inquiry, Mr. Lewis, directly concerns the 
relationship between Bell Telephone and 
Northern Electric. 


Now I admit that does not discharge fully 
our responsibility here but it makes me feel 
better because if we were in some way 
increasing powers it still is being investigated 
by the Branch. You undoubtedly would be 
extremely careful about any moves in this 
regard because of that reason. 
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Mr. de Grandpré: That is correct. 


Mr. Bell (Saint John-Albert): Then one 
other question that came to my mind. Mr. 
Vincent mentioned the intentions of the com- 
pany and there was criticism by some of the 
previous witnesses about the subsidiaries 
Northern had. I do not know how much 
knowledge you have of Northern but can we 
be assured that it is not your intention to 
increase these subsidiaries, or is it not a fact 
that you have divested yourself of this type 
of activity? 


Mr. de Grandpreé: I think it is important to 
bear in mind that the only subsidiaries of 
Northern today are the following. There is a 
company called Norel Real Estate Company 
which was a subsidiary formed to be the real 
estate holder for Northern Electric but this 
company never came into legal existence. The 
charter is there but it was never used. I 
understand they are now taking steps to sur- 
render this charter. They are also in a compa- 
ny called Northern Electric Caribbean Limit- 
ed which is a company also involved in 
telecommunications but there again it has 
never been operative. 


There is a company called Dominion Sound 
which is not a subsidiary of Northern Elec- 
tric, but Northern Electric have a one-third 
interest in Dominion Sound. The history of 
Dominion Sound is that at one time Northern 
Electric was manufacturing, under licence, 
sound equipment that had been developed by 
Western Electric and, as Mr. V. O. Marquez 
indicated during his evidence, you probably 
remember having seen Western Electric 
sound equipment when you see pictures. 


Over the years it was found necessary to 
instal and maintain the equipment that was 
manufactured and sold by Northern Electric. 


Then at one point I think Famous Players 
became involved in similar sound equipment 
and they had their own company. Originally 
the company operated by Northern Electric 
was called General Sound and they tried to 
sell their General Sound business to Domin- 
ion Sound, but apparently the negotiations 
did not materialize and eventually General 
Sound more or less merged, if you want, with 
Dominion Sound and in Dominion Sound 
Northern have a one-third interest. 


The reason why General Sound was not 
wound up at the time, amongst other things, 
was that there were several employees that 
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had been with the company for a certain 
length of time and if Northern had complete- 
ly abandoned the General Sound operation 
these people would have been without 
employment, so it was felt it was better to 
continue in a joint operation under the Do- 
minion Sound name. 


I think Mr. Marquez has also indicated in 
his evidence that this is far from being a very 
profitable operation and that they would like 
to get rid of this Dominion Sound’s third 
interest that they have. So these are the sub- 
sidiaries of Northern, and the only one that is 
not strictly related to telecommunications, if 
you wish, is Dominion Sound but there a 
historical background to it and it is a very 
minor operation. 

Now so far as Bell’s subsidiaries are con- 
cerned, the only subsidiary besides Northern 
are all telephone companies—all of them—so 
that we are not branching out in all sorts of 
activities as some people thought or 
suggested. 


The Chairman: Instead of going to random 
questions on various parts, suppose we start 
calling the clauses and then whatever ques- 
tions there are on a certain clause we can 
deal them more specifically. 


eo 1615 


Some hon. Members: Agreed. 
Clauses 1 to 3 inclusive agreed to. 


The Chairman: Clause 4 is going to be 
deleted. 


Mr. de Grandpré: That is right. 
The Chairman: Is it agreed? 
Some hon. Members: Agreed. 


The Chairman: It is agreed that clause 4 be 
deleted on consent of the company. 


Mr. Lewis: 
technical... 


I do not want to sound 


The Chairman: I am trying to figure this 
out myself. 


Mr. Lewis: We have to have a motion. I 
have great respect for Bell but they are not 
going to say whether or not some clause is 
going to be deleted. 


Mr. Reid: I move that clause 4 be deleted. 
Mr. Lewis: I second the motion. 


Mr. Rock: Wait a minute. Excuse me, 


clause 4 is not being deleted; clause 4 is being 


adopted, you mean. 
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The Chairman: Deleted. It has been moved 
by Mr. Reid and seconded by Mr. Lewis that 
clause 4 be deleted. Now, do you want to say 
something, Mr. Rock? 


Mr. Rock: Yes; if you are deleting it are 
you going to replace it by something? 


The Chairman: No. 


Mr. Rock: If you are deleting it that means 
section 2 of Chapter 39 of the Statute of 1957 
remains. 


The Chairman: That is right. 


Mr. Lewis: And then you can move your 
amendment. 


Mr. Rock: Well, I think first of all we 
should have a vote on whether it should be 
deleted or not. 


The Chairman: It has been moved by Mr. 
Reid, seconded by Mr. Lewis that clause 4 be 
deleted. All those in favour? Opposed? 


Motion agreed to. 


The Chairman: Now Mr. Rock, you want a 
clause 4 added that says: 


any Savings plan involving the issue of 
shares to employees of the company and 
approved by the Canadian Transport 
Commission may be extended to em- 
ployees of subsidiaries designated by the 
Company without further approval of the 
Commission. 


That is what you really want, the latter 
part of that. In other words, to get around the 
judgment of the Board of Transport Commis- 
sioners, Number 36730. 


Mr. Rock: I so move. 
Mr. de Grandpré: Mr. Chairman... 


The Chairman: Just a moment, Mr. de 
Grandpré. Is there a _ seconder for this 
motion? 


Mr. Byrne: I second the motion. 


Mr. de Grandpré: On this point, just so you 
will understand what the problem was before 
the Board of Transport Commissioners, I 
would simply like to refer you to the judg- 


ment you now have before you, gentlemen. 


The relevant sections appear at the top of 
page 6, the first full paragraph and the third 
paragraph on page 7. These two paragraphs 
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deal with the problem of extension of the 
privileges of the savings plan to employees of 
subsidiaries. 


Mr. Lewis: They are not very revealing. 
Mr. de Grandpreé: I beg your pardon? 


Mr. Lewis: They are not very revealing as 
to their reasons. 


Mr. de Grandpre: That is why I said this 
morning that the inference was that we had 
not discharged the burden of proof. If you 
read the paragraph on page 7 it says, 


We have not been persuaded that the 
“Employees’ Savings Plan” should be 
extended to subsidiaries. 


Mr. Byrne: Maybe we have. 
Mr. de Grandpré: I beg your pardon? 
Mr. Byrne: I said, maybe we have. 


The Chairman: Mr. de Grandpré, it says it 
could be reviewed by the whole Board. Have 
you ever made application for the whole 
Board to review it? 


Mr. de Grandpré: We have not made such 
an application yet, Mr. Chairman. 


Mr. Lewis: One is always in some difficulty 
about these things and I do not know enough 
about it, whether it would benefit Northern 
Electric employees to have access to this sav- 
ings plan. I certainly would not like to stand 
in the way, but it seems to me that there is a 
principle involved. 
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If these matters are left by law to the CTC 
to decide, why should Parliament make a 
specific exception and say in this case, 
because you decided a certain way, we are 
from now on going to say to the Company it 
does not have to come back to you for per- 
mission. All Mr. Rock’s amendment really 
amounts to is the fact that under the present 


section 2 in the old Act the company would 
have to go to the Canadian Transport Com- 
mission for permission to extend the savings 
plan. Under Mr. Rock’s amendment we say 
that in this particular case you can do it 
without seeking CTC permission, and at the 
moment I am opposing it. 


The Chairman: This is the point Mr. Bell 
raised this morning. 
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Mr. Lewis: Yes; and I was impressed by 
Mr. Bell’s point. Why should we make this 
particular exception? If it is of advantage 
then why should not Bell do what is suggest- 
ed in the judgment, namely, make application 
to the whole Board? Perhaps they can per- 
suade the Board that it is good for the 
employees of Northern and for the customers 
of Bell? Or, at least, that it is good for the 
employees and not harmful to the customers. 


The Chairman: That is one reason for my 
asking of those interested if an application 
had been made. 


Mr. de Grandpré: We have not re-applied 
yet, Mr. Chairman. 


The Chairman: In any event, we just do 
not have sufficient information on which to 
assess the merits of this matter and to decide 
whether it is good or bad. 


Mr. Reid: Mr. Chairman, may I ask a ques- 
tion? Is there any other company that is simi- 
larly limited in extending this type of pro- 
gram to its subsidiaries? 


Mr. de Grandpré: As I said this morning, 
Mr. Reid, we made an exhaustive study of 
some 10 or 15 companies at the time—lI can- 
not remember the exact number—and some 
of them had extended this to their subsidiar- 
ies. However, the approach taken by compa- 
nies was not a unanimous one and there were 
some that had not extended this. 


Mr. Reid: But there were examples of this 
having been done? 


Mr. de Grandpreé: Oh, yes; quite a substan- 
tial number of companies. 


Mr. Reid: Is yours the only company in 
Canada that has this particular difficulty with 
the CTC? Do the railroads have the same 
problem? 


Mr. de Grandpreé: No. 


Mr. Reid: So you are the singular instance, 


then. Yours is the only company that is so 
limited? 


Mr. de Grandpré: We are the only compa- 
ny, with the possible exception of B.C. Tele- 
phone, which would be in the same position. I 
cannot be too sure of my answer there... 


An hon. Member: You mean before the 
Board? 
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Mr. de Grandpré: That would have to go to 
the Canadian Transport Commission—as with 
the former Board of Transport Commission- 
ers—to obtain approval of the issuance of 
shares to employees. 


Mr. Reid: This provision is contained in the 
original clause that we moved to retain. 


Mr. de Grandpré: That is right. It is con- 
tained in clause 2 of the Act of 1957, which 
is contained in 6 Elizabeth II. May I read it 
for the information of the Committee, Mr. 
Chairman? 


Mr. Lewis: It is in our amendment. 


Mr. de Grandpré: You are absolutely right, 
Mr. Lewis. It is the first portion of the 
amendment. 


The Chairman: Mr. Byrne? 


Mr. Byrne: Mr. Chairman, I think it would 
be consistent for legislators to be interested, 
so I cannot see anything wrong with this, if it 
is something that the employees and the com- 
pany want. If we find it impractical to do, or 
if there is some legal reason... 


The Chairman: I am not speaking for or 
against it. I do not believe we have sufficient 
evidence before us Mr. Bell, to make an 
assessment. The Company has not really 
exhausted all its avenues. Perhaps it should 
be allowed to do so. 


Mr. Bell (Saint John-Albert): I appreciate 
Mr. Rock’s intentions here, but is there not 
another slight matter of principle involved? 

We are now legislating in a direct way on 
behalf of certain company employees. We 
admit that we do not have full knowledge of 
all the different problems involved in this 
matter. 


@ 1625 
It strikes me that the Transport Commis- 


sion should consider this matter, because for 
a hundred reasons that one can think of they 


might wish to limit this permission to a cer- 


tain period of time, or to re-examine it, or 
they might, on behalf of shareholders, sub- 
scribers, or taxpayers, consider that it should 
not be given. 


I am not speaking about the company here 


involved. You people have to initiate this if 


you decide you want it done. I still feel that it 
might be better left in the hands of the Trans- 
port Commission, with knowledge of the 
Situation at the time, rather than having Par- 


liament legislate that this be given forever in 
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the future. It is not all that serious a matter, 
but it could be, if there is some responsibility 
here that we should leave to the regulatory 
board. 


Mr. Southam: Mr. Chairman, listening to 
the discussion on this particular issue, I have 
every sympathy with the thought contained 
in Mr. Rock’s proposed amendment, but 
there again I would like to have an expres- 
sion of opinion from Mr. de Grandpré and 
Mr. Vincent. 


Mr. Byrne: I withdraw my support of the 
motion. 


The Chairman: Let us hear from Mr. 
Vincent. 

Mr. Rock: First of all, may I say 
something? 


The Chairman: Mr. Rock, you moved the 
motion. You have the last word. 


Mr. Rock: Yes; but before I have the last 
say someone is withdrawing... 


The Chairman: Mr. Rock, will you allow 
Mr. Vincent to explain, please? 


Mr. Vincent: I appreciate the questions 
from the two members, and can understand 
the concern that you gentlemen have for the 
employees and the company in this, but the 
Board of Transport, as it was then—now the 
Railway Transport Committee—have indicat- 
ed that they are quite willing to have a full 
Board hear us again. I would like to say to 
you, to underline our appreciation of your 
concern, that we intend to go back. This is 
the question you are asking. I had a discus- 
sion some time ago with the Chief Commis- 
sioner of the Board of Transport. He knew 
that we intended to go back. It is a question 
of the appropriate time to appear before the 
new Commission. We do intend to present the 
case again to a full Board. 


Mr. Southam: This is in line with the 
suggestion made by Mr. Bell, and which was 
followed up by Mr. Lewis that we could be 
creating a rather dangerous precedent. 


The Chairman: Perhaps we can have this 
resolved more speedily if we have a seconder. 


Mr. Byrne: What I wanted to know exactly 
was whether the fact that we are deleting 
clause 4 is forever going to prevent your 
doing what you deem the reasonable thing to 
do? 

Mr. Vincent: I did not wish to enter into 
the debate. I felt it was for the Committee 
to decide. 
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Mr. Byrne: But you have indicated that you 
are going to follow through. 


Mr. Vincent: I do wish to indicate that. 


The Chairman: We appreciate Mr. Vincent’s 
remarks. Mr. Rock. 


Mr. Rock: Mr. Chairman, first of all, if I 
may revert to the hearings that we had in the 
past, I asked the officials from the Bell Tele- 
phone and the Northern Electric Company 
about this employee-sharing plan and they all 
would have been very happy had they had 
the direct power to introduce this plan. 


The Chairman: We are not arguing about 
that, Mr. Rock. 


Mr. Rock: Wait a moment. They would be 
very happy if we could do this for them. We, 
as legislators, are in a position to give them 
that power. The company has operated in the 
past in such a way that today its ownership is 
95 per cent Canadian. Had it not been for 
Bell’s employee plan in the past, I doubt that 
it would have been 95. It could have been 
only 50 per cent or 60 per cent Canadian. 


The Chairman: That is not what we are 
arguing about. 


Mr. Rock: Just a moment, Mr. Chairman. 
There is a trend in Canada towards Canadian 
ownership. The Bell Telephone Company is 
asking for power to undertake $700 million 
worth of expansion in the future. There is a 
big financial potential in the employees of 
Northern and other subsidiaries. I feel that 
there is nothing wrong with this clause. As 
legislators, we are not doing anything except 
giving them the power to do it directly, so 
that they will not be regulated in this sense. I 
cannot see anything wrong with that at all. 
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The Chairman: No one is arguing with the 
principle of what you are trying to do Mr. 
Rock, it is just the technicalities that bother 
members of the Committee. I think in light of 
the avenue still being open to the company— 
there is an intention to go back to the whole 
board—unless you can find a new seconder, 
then. ». 


Mr. Rock: Well if anyone wants to second 
it, I would be pleased and if not... 


The Chairman: A seconder? 


Mr. Groos: Could I make a comment, Mr. 
Chairman? 
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The Chairman: There is nothing to be 
debated Mr. Groos, until we have a seconder 
on the motion. 


Mr. Hock: 
comment. 


Second it first and then 


The Chairman: If there is no seconder then 
there is no motion. 


Mr. Groos: I think it might ease Mr. Rock’s 
conscience a little bit though if we... 


The Chairman: Mr. Rock knows what the 
thinking is, I am sure. It is not a matter of 
opposition, it is a matter of technicality. I 
think if there is no seconder, there is no 
motion and we will go on. 


Mr. Rock: You have done a very good job, 
Mr. Chairman. 


The Chairman: I am doing my job, Mr. 
Rock, thank you. 


Clause 5 will be re-numbered clause 4. We 
will do it by the numbers in the book then we 
will change them. 


The Chairman: Shall clause 5 carry? 
Clause 5 agreed to. 


Mr. Groos: Coulfd you remove any doubt as 
to what clause you are talking about? 


The Chairman: Page 4, clause 5. 


Mr. Groos: All right. Yes, old clause 5, new 
clause 4; that is better. 


The Chairman: Old clause 5, new clause 4. 
Mr. Groos: That is better. 


The Chairman: Shall old clause 6, new 
clause 5 carry? 


Old clause 6, new clause 5 agreed to. 


Now, on clause 7, which will be re-num- 
bered new clause 6, there is an amendment 
which you have in your possession. Mr. de 
Grandpré, do you want to make any comments 
on the amendment? 


Mr. de Grandpré: The only comment I 
want to make in connection with this new 
clause 7 now before you gentlemen is that it 
is, I hope, a successful attempt to put in 
legislative form the things I have said this 
morning. So we would be giving the neces- 
sary assurances to people about our ability to 
become broadcasters, CATV operators, pub- 
lishers moulding the thinking of the country, 
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preventing interconnections and things like 
that. 


Mr. Lewis: Mr. de Grandpré, forgive me if 
I seem to be interrupting, but would you, Mr. 
Chairman read this amendment? 


The Chairman: Yes. 


Mr. Lewis: I just walked in and have not 
yet digested it. 


The Chairman: That Clause 7 be amended 
as follows: 


7. Section 5 of chapter 81 of the statutes of 
1848 is hereby repealed and the following 
substituted therefor: 


“0. (1) It is hereby declared that subject to 
the provisions of the Radio Act and of the 
Broadcasting Act and of any other statutes of 
Canada relating to telecommunications or 
broadcasting, and to regulations or orders 
made thereunder, the Company has _ the 
power to transmit, emit or receive and to 
provide services and facilities for the trans- 
mission, emission or reception of signs, sig- 
nals, writing, images or sounds or intelligence 
of any nature by wire, radio, visual or other 
electromagnetic systems and in connection 
therewith to build, establish, maintain and 
operate, in Canada or elsewhere, alone or in 
conjuction with others, either on its own 
behalf or as agents for others, all services and 
facilities expedient or useful for such pur- 
poses, using and adapting any improvement 
or invention or any other means. of 
communicating. 


Subsection 


(2) Without in any way restricting the gen- 
erality of subsection (1), the Company and its 
subsidiaries do not, however, directly or 
indirectly or by any other means, have the 
power to apply for or to be the holder of a 
broadcasting license as defined in the Broad- 
casting Act or of a license to operate a com- 


mercial Community Antenna _ Television 
Service. 
Subsection 


(3) The Company shall, in the excercise of 
its power under subsection (1), act solely as a 
carrier, and shall neither control the contents 
nor influence the meaning or purpose of the 
message emitted, transmitted or received as 
aforesaid. 
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Subsection 


(4) If any equipment, apparatus, line, cir- 
cuit or device not provided by the Company 
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be attached to, connected or interconnected 
with, or used in connection with the Compa- 
ny facilities, such attachment, connection or 
interconnection shall be made in conformity 
with such reasonable requirements of the 
Company. 


Subsection 


(5) Any person who is affected by any 
requirements prescribed by the Company 
under subsection (4) may appeal to the 
Canadian Transport Commission which shall 
hold public hearings to determine the effect 
of these attachments, connections or inter- 
connections on the cost and value of the 
service to the subscriber, and thereafter 
decide if such requirements are reasonable 
and in the public interest. 


The Commission may disallow any such 
requirements as it considers unreasonable or 
contrary to the public interest and may 
require the Company to substitute require- 
ments satisfactory to the Commission in lieu 
thereof or prescribe other requirements in 
lieu of any requirements so disallowed. 


The decision of the Commission is subject 
to review pursuant to Section 53 of the Rail- 
way Act.” 


Now, I should point out to the Committee 
that I met with Mr. de Grandpré at noon and 
went over his amendments. There were 
amendments that I had forwarded to me as a 
result of our continuous informal discussion 
with Mr. Henry and with the Department of 
Transport. The amendment to clause 7 is in 
line with their recommendations. Actually I 
should give Mr. de Grandpré the credit; his 
amendments were forwarded to the Depart- 
ment of Transport and to Mr. Henry for their 
consideration. They have offered some 
amendments to his draft and what I have just 
read is a compilation of the two. The main 
part is in subsection. (5), with respect to the 
Transport Commission having the power to 
hold public hearings and the appeal proce- 
dures. The only thing added by Mr. de 
Grandpré was: 


The decision of the Commission is subject 


to review pursuant to Section 53, of the 
Railway Act. 


As you know Mr. Lewis this brings it to the 
Governor in Council and the Supreme Court. 

Information forwarded to me, on _ the 
review of these departments with respect to 
the appeal procedure indicates there have 
been some informal discussions with officials 
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of the Canadian Transport Commission with 
respect to the proposed clause 7 amendments 
and the appeal to them, and they have no 
objections to the form of this provision, 
which is almost the same as section 380, sub- 
section 6 of the Railway Act, although it deals 
with a different subject. I wanted to give you 
the background on these amendments and the 
compilation of thoughts; Mr. de Grandpré’s, 
those from DOT and Mr. Henry’s office. 


Mr. Rock: In other words... 


The Chairman: Just a moment Mr. Rock, 
Mr. Bell you are next. 


Mr. Bell (Saint John-Albert): In other 
words Mr. Chairman, any fears that Mr. 
Henry may have expressed about the amend- 
ments that Bell desire have now been sub- 
stantially dissipated. 


The Chairman: Mr. Henry was brought into 
the picture right from the very beginning. I 
had constant discussions with him, with his 
office, and I might say there is a gentleman 
here from Mr. Henry’s office observing these 
proceedings. The draft I have is from Mr. 
Ryan who is in Mr. Henry’s office and the 
comments are from the Department of Trans- 
port. The two departments have been kept 
constantly informed by me and I have sent 
copies of amendments to get their views. 
There has been an interrelation between Mr. 
de Grandpré, the departments, and me, on 
their views. This was approved by Mr. 
Henry. 


Mr. Bell (Saint John-Albert): And the CTC 
accepts these new powers and responsibilities 
that we are conferring on them? 


The Chairman: I can only go by the nota- 
tion that was sent to me by the Deputy Minis- 
ter of Transport this morning and which says, 
with respect to paragraph 5: 


It would appear from the informal dis- 
cussions with officials of the CTC that the 
proposed Clause 7 is not likely to elicit 
any objection from the Commission as to 
the form of this new provision which, 
incidentally, is similar in form to Section 
380(6) of the Railway Act, although deal- 
ing with a different subject matter. 
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Mr. Bell (Saint John-Albert): I just have 
one other question. I notice that in the origi- 
nal amendment in subsection 7 you have 
taken out the opinion or the discretion of the 
Board of Directors. I suppose this was taken 
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out because you feel this has been restricted 
in the later clauses. But, I wonder if that 
should not have been left in. 


Mr. de Grandpré: May I comment on this, 
Mr. Chairman? 


Mr. Bell (Saint John-Albert): In other 
words, I feel perhaps we should give you 
something; you have been losing so much 
today. 


Mr. de Grandpré: If I may, Mr. Chairman? 
The reason we dropped the last two lines of 
Clause 5 was because some concern was 
expressed that the Board of Directors would 
be the only judge, in a sense, of the interest, 
and as this only referred to the interest of the 
Company, the Company should have the pub- 
lic interest in mind when making these deci- 
sions. Probably the same results will be 
achieved, but it is less shocking—let us put it 
that way. 


Mr. Lewis: You have the power anyway. I 
have one or two questions, Mr. Chairman, if 
no one else has any. 


The Chairman: I have Mr. 


Rock on my list. 


I am sorry, 


Mr. Rock: Are you sure, Mr. Chairman, 
with this complex amendment that you are 
not prohibiting them from even being in the 
telephone business? 


The Chairman: I do not think Bell really is 
concerned about their profits on that score, 
Mr. Rock. 


Mr. Lewis: Mr. Chairman, I do not know 
whether you are going to take the amend- 
ments subclause by subclause. 


The Chairman: Yes, subclause (1) would be 
the first one, I believe. 


Mr. Lewis: Fine; I do not have any com- 
ments on it. 


Subclause (1) agreed to. 


On Subclause (2). 


(2) Without in any way restricting the gen- 
erality of subsection (1), the Company and its 
Subsidiaries do not, however, directly or 
indirectly or by any other means, have the 
power to apply for or to be the holder of a 
broadcasting license as defined in the Broad- 
casting Act or of a license to operate a com- 
mercial Community Antenna Television 
Service. 
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Mr. Lewis: Mr. Chairman, I do not like the 
introductory words: 


Without in any way restricting the gener- 
ality of subsection (1)... 


I have never liked the use of such words in 
statutes unless they are absolutely essential. I 
do not know what they mean. The words 
either mean the restriction that is contained 
in that subsection or they do not. If they do 
mean that, obviously they restrict the gener- 
ality of subsection (1). I would like to suggest 
—I will move it if necessary—that those 
words be deleted and be replaced by the sim- 
ple words “nothwithstanding subsection (1)”. 
What we really mean is, “nothwithstanding 
the wide language of subsection (1), the Com- 
pany will, however, not be able to do such 
and such’’. 


Mr. de Grandpré: I think I am prepared to 
share Mr. Lewis’ concern about this expres- 
sion. It is widely used, but it leaves some 
confusion at times. 


Mr. Lewis: It is widely abused, too. 


I move that the words “without in any way 
restricting the generality of’’ be deleted, and 
the word: “Notwithstanding” be substituted. 


Mr. Pascoe: I second the motion. 
Amendment agreed to. 

Subclause (2) as amended agreed to. 
Subclause (3) agreed to. 


On subclause (4). 

(4) If any equipment, apparatus, line, cir- 
cuit or device not provided by the Company 
be attached to, connected or interconnected 
with, or used in connection with the Compa- 
ny facilities, such attachment, connection or 
interconnection shall be made in conformity 
with such reasonable requirements of the 
Company. 


Mr. Lewis: Wait a minute, I have a ques- 
tion, not as a lawyer, but as a person inter- 
ested in language. I wonder what the word 
“such” refers to in the second last line of 
subclause (4)? 


Mr. de Grandpré: “shall be made in con- 
formity with reasonable requirements of the 
Company?” 


Mr. Lewis: Surely the word “such” does not — 


have any back reference. 


Mr. de Grandpré: Ah, these lawyers. 
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Mr. Lewis: This is not because I am a law- 
yer; this is simple English. 


I move that the sixth last word ‘“‘such” in 
subclause (4) be deleted. 


Mr. Groos: I second the motion. 
Amendment agreed to. 


e 1645 


Mr. Schreyer: Before passing on to the next 
subclause I would like to ask Mr. de 
Grandpré at whose request did you include 
this subclause (4)? To put it another way 
in order to accommodate whose concern was 
it included? 


Mr. de Grandpreé: I do not think it was done 
at the request of any particular person. What 
I tried to do, Mr. Schreyer, was to take the 
pulse of the representations made here so we 
would have a bill that would meet the—I 
would call them—national objectives and the 
objectives of the Company. We have tried to 
reconcile them so we would have a workable 
bill. I had the feeling there were people who 
were uneasy about the fact that we had a 
final say on interconnection problems and 
were judge and party at the same time. This 
was the origin of this approach. I do not think 
I can identify any particular group that 
requested the subclause. You can go through 
the evidence and you will see that a number 
of members expressed this concern. I think 
Mr. Reid expressed some concern during the 
discussion on our presentation. 


The Chairman: I discussed it with Mr. de 
Grandpré, also, Mr. Schreyer. 


Mr. de Grandpré: This was discussed with 
the Chairman and with DOT. 


Mr. Schreyer: That is fine, thank you. 


Mr. Lewis: I suppose you need subclause 
(4) in order to be able to have subclause (5)? 


Mr. de Grandpre: That is correct. 


Subclause (4) as amended agreed to. 


On subclause (5). 


(5) Any person who is affected by any 
requirements prescribed by the Company 
under subsection (4) may appeal to the 
Canadian Transport Commission which shall 
hold public hearings to determine the effect 
of these attachments, connections or intercon- 
nections on the cost and value of the service 
to the subscriber, and thereafter decide if 
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such requirements are reasonable and in the 
public interest. 


The Commission may disallow any such 
requirements as it considers unreasonable or 
contrary to the public interest and may 
require the Company to substitute require- 
ments satisfactory to the Commission in lieu 
thereof or prescribe other requirements in 
lieu of any requirements so disallowed. 


The decision of the Commission is subject 
to review pursuant to Section 53 of the Rail- 
way Act.” 


Mr. Lewis: I am a little concerned about 
the limitation on the kind of things that the 
public hearings can determine. Are _ they 
necessary? I refer to the words: 


... Commission shall hold public hear- 
ings to determine the effect of these 
attachments, connections or interconnec- 
tions on the cost and value of the service 
to the subscriber... 


I would certainly be interested in that 
being considered, but I imagine there may be 
other things the Commission might want to 


consider. I am not raising this point for any 


ulterior motive in terms of the Company’s, the 
subscribers’ and the public interest. Is it 
necessary to include what are, essentially, 
limiting words, or could not the Commission 
simply hold public hearings to determine 
whether such requirements are reasonable 
and in the public interest? Is that not 
enough? They can, of course, take other 
things into account. 


The Chairman: I think it will be brought in 
on the economic aspect. 


Mr. de Grandpré: The reason these words 
were inserted, Mr. Lewis, was to try to meet 
the two points I was making this morning. 
There are really two problems involved. 
There is the technical aspect which is going 
to be taken care of by the words “value of 
the service” because if the transmission is 
poor then you do not get your “value of the 
service’. The other was the economic aspect 
and this is why we have the words cost ... of 
the service to the subscriber”. These are more 
or less reference yardsticks, if you wish. 


Mr. Lewis: You do not think they are 


limiting? 
Mr. de Grandpré: I do not think so. 


Mr. Salisman: This is being proposed so 
that you will not be limited and restricted. 
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Otherwise you may be unduly restricting 
yourself because other factors may enter into 
it that do not affect the subscriber; they may 
affect the well-being of the company, as well, 
over the long run. 


Mr. de Grandpré: I am not uneasy about 
these words. 


Subclause (5) agreed to. 


Old Clause 7, new clause 6 as amended 
agreed to. 
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The Chairman: I have an amendment in 
respect to clause 8, which is before you. Old 
clause 8, new clause 7, reads as follows: 


For the purpose of carrying out its cor- 
porate powers the Company is empow- 
ered to purchase or otherwise acquire, 
and to hold shares, bonds, debentures or 
other securities in any other Company 
engaged in research and development 
work in areas of inquiry that relate to the 
objects of this Company and to sell or 
otherwise deal with the same. 


The notations that I have from Mr. Henry’s 
office and from DOT indicate that there is no 
objection to the wording of this clause. 


May I have a motion to delete old clause 8, 
and insert new clause 7? 


Mr. Lessard: I so move. 
Mr. Southam: I second the motion. 


Mr. Lewis: Mr. de Grandpré, without mov- 
ing an amendment at the moment, I would 
like to be persuaded that it is not necessary, 
if you think it is not necessary, to add to the 
proposed new clause after having changed the 
period after “same” to a comma, the following 
additional words: “provided that such other 
companies do not manufacture products for 
sale to the Company or to other customers.” 


The Chairman: Would you write that out, 
Mr. Lewis, and have it sent up to me please. 


Mr. Lewis: I have it with me. 
The Chairman: You are not moving it yet? 


Mr. Lewis: If you want me to I will, but I 
would much rather have Mr. de Grandpré 
comment first. 


The Chairman: Well, we cannot discuss the 
amendment unless it is moved. 


Transport and Communications 


February 1, 1968 


Mr. Lewis: Well I suppose I can withdraw | 


it, if necessary. 


The Chairman: It is moved by Mr. Lewis 
and seconded by Mr. Schreyer that new 
Clause 7 be amended to read as follows: 


For the purpose of carrying out its corpo- 
rate powers the Company is empowered to 
purchase or otherwise acquire, and to hold 
shares, bonds, debentures or other securities 
in any other Company engaged in research 
and development work in areas of inquiry 
that relate to the objects of this Company and 
to sell or otherwise deal with the same, pro- 
vided that such other companies do not manu- 
facture products for sale to the Company or 
to other customers. 


Mr. de Grandpré: If you want my com- 
ments on this, I do not think that this clause 
could be acceptable because it could render 
absolutely illegal any further investments in 
Northern Electric, and of course I think you 
will agree with me as a matter of legal inter- 


pretation, Mr. Lewis, that this is a situation — 


that the company could not live with. 


Mr. Lewis: It would not have the effect of 
making you divest yourself of Northern 
Electric? 


Mr. de Grandpré: No, but... 


Mr. Lewis: It could prevent you from 
investing further in Northern Electric. 


Mr. de Grandpré: That is right. 


Mr. Lewis: It certainly would not be to 
anyone’s advantage. 


Mr. de Grandpré: That is correct. 


The Chairman: Shall the mover and the 
seconder agree to withdraw the motion? 


Mr. Lewis: I am very anxious about this 


point, and I may say, Mr. Chairman, that” 
there are others who are very anxious about ~ 


11 -tOO. 


The Chairman: We have had some very 
strong representations in this Committee on 
this point, Mr. Lewis. 


Mr. Lewis: And in other places. As Mr. de 
Grandpré is much better at drafting than I, 
would it be possible for him to reword what I 
suggested in such away as to not affect the 
existing subsidiaries of the Company? 
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_Mr. de Grandpré: I will be quite candid in 
my answer. This is the problem that we are 
confronted with in connection with our bill: 
representations have been made that a situa- 
tion presently exists between Bell and North- 
ern and that this bill should not affect in any 
way this relationship. Either it is good or it is 
not good, it is legal or it is illegal, it is in the 
interests of the country or it is not in the 
interests of the country, but this is a situation 
of fact that exists today, and an investigation 
is now going on to determine the economic 
aspect of this problem. The reason that we 
have introduced these words in the form of 
an amendment is that it does not alter the 
status quo of the relationship, and this was 
the main objective that we had in mind. 


Mr. Bell (Saint John-Albert): As one who 
asked some of the questions regarding the 
powers of clause 8, I felt at the time that we 
should somehow attach an approval by the 
Governor in Council or the CTC for any new 
acquisitions. However, after thinking about it 
I.am convinced that we have not the machine- 
ry for this type of thing, even if it were 
desirable. It is the type of thing that I feel is 
more related to the government than to the 
Commission itself. Although it is a matter 
that elected representatives should be 
involved in they have not the machinery to 
do it, and I am quite happy to live with it. It 
has been restricted and, as you say, a lot of 
the activities that might be involved here and 
now subject or will be subject to the Com- 
bines. Branch—at least they should be. 


Mr. de Grandpré: And they are also cov- 
ered by the very restrictive words that we 
have used in connection with clause 7. 


. Mx. Bell (Saint John- Albert): Yes. 


Mr. Schreyer: Mr. Chairman, I think the 
question should be put again. Mr. de Grand- 
pré found the amendment offered unaccepta- 
ble:because it impinged on the Bell-Northern 
relationship. If that could be taken care of by 


rewording why then would you still maintain . 


opposition? 


‘Mr. de Grandpré: That is why I said that 
before answering your question I.wanted to 
have the words before me. We are dealing 
here with a real technical problem of wording 
and I am not prepared to answer yes or no 
without having the words before me. 


.The: Chairman: Is it the wish of the mover 
and seconder to withdraw their motion? 
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Mr. Lewis: Mr. Chairman, I would be pre- 
pared to withdraw this motion if you would 
permit me to reserve the right to introduce 
another one when I have a little more time to 
draft it in such a way as to meet the point. 


The Chairman: You could withdraw it and 
we could stand clause 8 and come back to it. 


Mr. Lewis: If you will do that. 

Old clause 8, new clause 7, stood. 

Old clause 9, new clause 8 agreed to. 
Old clause 10, new clause 9, agreed to. 


On old clause 11, new clause 10. Construc- 
tion and maintenance of line. 


Mr. de Grandpre: Mr. Chanrniat. ‘there is a 
typographical error in the English copy only 
of old clause 11 that I would like to draw to 
your attention. In the first line, “Section 5 of 
chapter 67” should read “Section 3 of chapter 
67’. . 


Mr. Byrne: I move that “Section 5 of chapter 
67” in the first line of old clause 11 of the 
English copy only read ‘Section 3 of chapter 
67”. 


Mr. Bell (Saint John-Alberi): I second the — 
motion. 
Amendment agreed to. 
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‘Mr. de Grandpré: Mr. Chairman, I have 
just drawn to your attention a typographical 
error in old clause 11. I would also like to 
remind: you that Mr. Lovell Carroll made 
representations before this Committee on 
1967 and at page 167 of the 


On the other. hand the Bell werepnone 
Company of Canada has sought through’ 
Bill C-239, which is now Bill C-104, to 
extend its. powers to not only telephone 
and telegraph wires but to telecommuni- 
cations and all our amendment seeks to 
‘do is to have the appropriate clause 11 of 
Bill C-104 amended by replacing the peri- . 
od after the word “incurred” at the end 
--thereof with a semicolon and adding the 
following: 
and Section 378 (except subsection 1) of 
the Railway Act shall apply to the Com- 
pany insofar as line or lines of telecom- - 
munication are concerned. 


Mr. Lessard: I move that old clause 11, 


-new clause 10. be further amended by in- 
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serting after the word “incurred” a semi- 
colon and adding: “and section 378 (except 
subsection 1) of the Railway Act shall apply 
to the company insofar as line or lines of 
telecommunication are concerned.” 


Mr. Cantelon: I second the motion. 
Amendment agreed to. 


Old clause 11, new clause 10, as amended 
agreed to. 


On old clause 12, new clause 11—Loans to 
employee-shareholders. 


Mr. de Grandpré: May I make a comment 
on this, Mr. Chairman? . 


The Chairman: Yes, Mr. de Grandpré. 


Mr. de Grandpré: We have received 
representations to the effect that after the 
word “employee” which appears twice in 
clause 12, we should add the words “or pen- 
sioner’, because the problem that we are try- 
ing to cure for employees equally applies to 
pensioners. 


Mr. Lewis: Is every retired employee a 
pensioner? In other words, does “pensioner” 
cover all the employees who are retired or 
should you use the term “retired employee” 
rather than “pensioner”? 


Mr. de Grandpré: I think you have a point. 
The words “or. retired employee” should 
appear in the third line after “loans to any 
employee” and they should reappear again in 
line 5 so as to read “employee or retired 
employee is a shareholder of the Company.” 


Mr. Lessard: I move that old clause 12, 
new clause 11, be amended by inserting in 
the third and fifth lines of the clause after 
“employee” the words “or retired employee’’. 

Mr. Southam: I second the motion. 

Amendment agreed to. 


Old clause 12, new clause 11, as amended 
agreed to. 


On old clause 13, new clause 12—Housing 
plans 


The Chairman: Mr. de Grandpré, I think 
you have a comment on this. 
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Mr. de Grandpré: The reason, that this 
clause was introduced, Mr. Chairman, is that 


Transport and Communications 


February 1, 1968 


in certain special circumstances we have to 
extend our service to areas which are not yet 
developed or are in the process of being 
developed. Therefore the Company has to 
move these employees for some periods of 
time and accommodate them in common lodg- 
ing premises. 
community develops, buy houses. It has hap- 


pened in the past that these mushroom towns. 


then become deserted because the conditions 


which more or less developed them disappear. 
As a result, these employees have difficulty 


re-selling their houses, which represent at 
times almost their entire life savings, because 
there is no market for their houses. Therefore 
we have been forced to make some kind of 
arrangement with our employees under which 
the houses would be valued by independent 
experts and the percentage of occupation 
would be deducted in each case from the 
value of the house. Then in order to transfer 
these employees back to another area we 
have had to help them in the process, and 
this was the purpose of this amendment. We 


have done it in the past, relying on clause 26. 


of the original act of incorporation which 
reads: 


The said Company shall have power to 


purchase, lease or otherwise acquire and 
hold all such real estate as may, from 
time to time, be deemed requisite for the 
purposes of the Company, and also to 
sell, lease or otherwise dispose of, and to 
mortgage, pledge or incumber, such real 
estate or any part or parts thereof from 
time to time, in such manner and on such 
terms as they may deem fit. 


This was the clause on which we relied to do 
these things to help the employees. There was 
some concern that perhaps this particular 
clause was not strong enough to support the 
kind of plan that we had devised over the 
years to help employees who were in an area 


which had been booming at one point but 
which had become—I would not call it a 


ghost town necessarily—not as active as 
before. Because this created quite a burden 


on employees a plan was devised, and section 


26 was used. 


Mr. Vincent: There were very few cases 


involved. 


Mr. Lewis: Is Mr. de Grandpré persuaded 


it? 


Then the employees, as the 


that he does not have the power if he needs 
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Mr. de Grandpré: I am not persuaded that 


I have the power, let me put it that way,> 
under section 26 because it says ‘‘the Compa- 


ny purposes’’. Is it a purpose of the Company 
to help employees before transferring him? 


Old clause 13, new clause 12, agreed to. 


On clause 14, new clause 13,—Prospectus 


Mr. de Grandpré: Gentlemen, I think that 
old clause 14 is no longer necessary and we 
would like to drop it. 


When the bill was prepared the regulations 
of the Ontario Securities Commission had not 
been enacted and there was something that 
we wanted to cure. With the new Ontario 
Securities Commission regulations this clause 
14 is unnecessary. 


Mr. Lewis: Mr. Chairman, as I do not know 
anything about this field would you permit 
Mr. de Grandpré to elaborate a little on what 
difference the Ontario Securities Commission 
regulations have made so as to make this 
section unnecessary? I am not questioning it, 
but I would like to understand it. 
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Mr. de Grandpre: I will try to give you in 
capsule form what the problem is. Mr. Wal- 
lace, our Vice-President of Finance, is here 
and he will correct me if I go astray. 

The regulations now provide that we have 


to disclose all material contracts involving 
telephone companies notwithstanding the 
amount at stake and all contracts not related 
to purchase or acquisitions of telephone com- 
panies provided they exceed $2.5 million. 
These are the regulations and we have to 
abide by them. Therefore the kind of proce- 
dure that was contemplated under clause 14 
is impossible to use any more and that is why 
there is no useful purpose in clause 14. 


Mr. Jamieson: You say these are the new 


Ontario Securities Commission regulations? 


Mr. de Grandpreé: That is right, Mr. Jamie- 


son, under the new Securities Act. 


Mr. Groos: I move that old clause 14 be 
deleted. 


Mr. Cantelon: I second the motion. 
Motion agreed to. 
Old clauses 15 and 16, new clauses 13 and 


14, agreed to. 


The Chairman: We will revert to old clause 
8, new clause 7. Mr. Lewis. 
27693—4} 
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Mr. Lewis: Mr. Chairman, I now have the 
wording of my proviso. Perhaps -the Chair- : 
man will read it. I have no pride of author-. 
ship. If this can be put in better English, I: 
have no objection, I am interested.in the 
principle. 


The Chairman: It has been moved by Mr. 
Lewis and seconded by Mr. Schreyer that 
new clause 7 be amended to read as follows: 
“For the purpose of carrying out its corporate 
powers...provided that such other com-. 
pany,...’? —and I guess it would be “com- 
panies”... 


Mr. Lewis: It does not matter. 


The Chairman: “...not being a subsidiary 
of the Company on the date on which this act 
comes into force, does not manufacture prod- 
ucts for sale to the Company or to other 
customers”. I guess this should read, 
“*,..company, not being a subsidiary of The 
Bell Telephone Company of Canada.” 


Mr. de Grandpré: We have used the word 
“Company” throughout. 


Mr. Lewis: They have used the words “the 
Company” throughout. That is how it appears - 
in there. 


Mr. Groos: Mr. Chairman, would you go 
over that again a little more slowly? What 
comes after ‘‘force’’? 


The Chairman: “...provided that such other 
company, not being a subsidiary of the Com- 
pany on the date on which this act comes into 
force, does not manufacture products for sale 
to the Company or to other customers.” Mr. 
de Grandpré? 


Mr. de Grandpré: That excludes Northern 
Electric. 


The Chairman: Yes; it certainly does. 


Mr. Lewis: It allows you to invest as much 
as you like in Northern Electric, but you do 
not... 


Mr. de Grandpré: First of all, I want to 
make sure that I have the words. “Provided 
that such other company, not being a subsidi- 
ary of the Company on the date on which this 
act comes into force, does not manufacture 
products for sale to the Company or to other 
customers.” 


Mr. Jamieson: In other words, you cannot 
buy up one of your own suppliers. Is that 
right? 
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-Mr. Vincent: What you mean by this, Mr. 
Lewis, is that if an American subsidiary, a 
manufacturer of telephone equipment, wished 
to sell their company to a Canadian we could 
not buy it.- 
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Mr. Lewis: Mr. Vincent, what I mean is 
exactly what Mr. de Grandpré said he intend- 
ed; and I just want to be very sure that what 
you say you. -intend is in the act. Mr. 
de Grandpré said that under this section, as 
you agreed it should be amended, Bell 
intends to do no more than to acquire interest 
in research and development firms; that you 
were not interested in extending beyond that. 
When Mr. de Grandpré was asked what he 
meant by research and development he said 
that “research” meant sort of pure research, 


and that “development” meant the design and | 
manufacture of prototypes and so on, but not. 


the manufacturing of products for the market. 
That is all I mean. 


‘Tf you did-not’ mean that then that creates 
an entirely different situation both before 
this..Committee and. in Parliament; but if 
you did mean it then I suggest to you that my 
amendment is perfectly in order. 


Mr. Rock: Mr. Lewis, I understood you to 
mean products. other. than those used by Bell 
Telephone, such as refrigerators and type- 
writers and So on. 


Mr.; tiny I do not know what you under- 
stood. me. to .mean. :I .am~ certain Mr. 
de Grandpré knew what I- meant. 


Mr. Groos: Mr. de Grandpré will know 
much better than I, but are there any compa- 
nies. that do-' nothing but pure research and 
development? 


‘Mr. Vincent: Not in this country, sir. There 
is none in Canada. 


“Mr. Groos: In other: words, if you. wish to 


have the advantage of research and develop-~° 


ment you haye to buy a company that does 
them i in: addition to its manufacturing? 


Mr. de Grandpré: Or we could set one up. 


Mr. Lewis: 
you could. buy--the' company.’ and stop the 
manufacturing operations. There is nothing to 
pies ent your doing that. 


; Mr. -Groos: But eccording. to this “eth 


you cannot even acquire. 
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Mr. Lewis: It can be arranged with the 
customer. I am sure Mr. de Grandpré and his 
assistants are ingenious enough to be able to 
arrange the kind of thing that would bring 
them within the clauses. The manufacturing 
end can be wiped out and they have the 
research and development. 


Mr. Groos: I understand your feeling exact- 
ly, and I am in some sympathy with it, but I 
just wonder how practical it is. Development 
is always involved with manufacturing. When 
you separate it completely from manufactur- 
ing what have you left? 


Mr. Lewis: Then, Mr. Groos, you might as 


well have left the original words in there, 


and we are being taken for something or 
other. 


Mr. Groos: Perhaps we had better re-exam- 


ine it to see whether we cannot find some’ 


wording that is acceptable. 


Mr. Lessard: Mr. Lewis, what is the pur- 
pose of your amendment? 


Mr. Lewis: It is very simple. Some of us 
are of the opinion that the extension of the 
powers of Bell to have manufacturing firms, 
even in its own field, has gone far enough, 
and we are not. prepared to agree to extend- 
ing to Bell the power to buy up every elec- 


tronic equipment or SOME CY in Canada if it 


SO desires. 


If the research and development limitation 
does not mean what some of us innocently 
assumed it might mean—and I asked the 
question because I had a suspicion it might 
not—then the original words are there and 


Bell can go on and buy up every single firm. 
in the field related to Bell’s work in Canada. 
. This would give Bell not a monopoly merely 
“in the ‘telephone service but a complete. 


monopoly in the manufacture and supply of 
telephone and related equipment. 


We are not prepared to support that either 
on -the floor .of | 


in this .Committee or 
Parliament. . 


The: Chairman: I would point out to the 


Committee that the Economic Council of. 
. Canada has had referred to it terms of refer- _ 
Or, Mr. neem if I may,- 


ence relative to the economics of mergers and 
acquisitions, and so on, apart from enquiry 


by our, Combines Branch. I know what you ' 
want to do, Mr. Lewis, but perhaps it might. 
be premature, having in mind those reports” 
from the Economic Council of Canada and the © 


Combines Branch. 
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Mr. Lewis: If, when the Bill is before us, 
Bell wants to adjourn it and bring it in two 
years from now that is quite all right with 
me. 


Mr. Allmand: Mr. Chairman, that was my 
‘point. Mr. Lewis has put forward the possibil- 
ity that Bell is going to acquire all types of 
equipment companies, and acquire a much 
larger monopoly than it presently has. Is it 
not the purpose of our combines legislation to 
‘prohibit that sort of thing if it unduly affects 
a situation. I think by putting forward ad hoc 
amendments like this, all we might do is 
unduly restrict Bell, which on the whole, has 
not done this sort of thing over its long histo- 
ry. I would be against this amendment, unless 
it was worded in a much more suitable way. I 


think that we do nothing to help the situation . 


by putting forward amendments like this. 


Mr. de Grandpre: May I make one com- 
ment, and I am just talking from the top of 
‘my head in view of this proposed amendment 
of Mr. Lewis. 


I think that if we were to accept this 


amendment, we would not be in a position to 
become partners, only for the research 
aspect, with a company that is also manufac- 
turing electronic equipment. I will give you 
one example. I do not want you to read into 
‘this example, that we have intentions to do 
this. 


Let us suppose it is in: the interest.of Cana- 
da to have Northern and RCA Victor together 
doing some. research, Northern and Bell, a 
complex, doing some research jointly with 
RCA Victor, or General Electric, or Hughes, 
or any other large electronic manufacturer. I 
think with this amendment, we would be pre- 
cluded from participating in a joint research 
operation with RCA in their labs, because 
RCA is a manufacturer of products which it 
sells to customers. | 


Mr. Lewis: Mr. Chairman, “let. me. put it 
very simply to the members of the Commit- 
tee, and to the officers of Bell. I did not 
| foresee the example you gave, I am not sug- 
gesting that. But I did foresee the likelihood 
that my wording would create difficulty; that 
is why I said I had no pride of authorship. I 
did not say it ie to make a comment. I 
would . agree, -Chairman, .if the. other 
members of ae Cee tee did not shoot me 
for it, that we have another meeting of the 
«Committee and Mr. de Grandpré try to come 
forward with an.amendment. I am trying to 


Transport and Communications 


493 


word this so that: it-does. not sound.as. it 
otherwise might sound—I am picking my 
words very carefully. If it is in the interest of 
Canada and of Bell to have this bill passed by 
Parliament—because this. Committee’s work is 
not the end—then it may be necessary, as 
well as desirable, that some solution be found 
to the problem which my supsested. amend- 
ment raises. 


Mr. Allmand: Do you not think the com- 
bines act prohibits it, Mr. Lewis? 


Mr. Lewis: No, it does not. As a matter of 
fact, I do not want to get into a legal argu- 
ment, but I think Mr. Allmand is wrong in 
his interpretation of the Combines Invéstiga- 
tion Act. I do not think there is anything in 
the Combines Investigation ‘Act that prohibits 
the acquisition of another.company. 


Mr. Allmand: Unless it unduly affects... 
Mr. Lewis: No. 


The Chairman: Well, let us not get into 


that. ; 
Mr. Lewis: There are many other factors. 


Mr. Schreyer: Mr. Chairman, if, as Mr. de 
Grandpré said just a few minutes:ago, it is in 
the country’s interest that Belk’ not be pre- 
vented from acquiring an interest in a compa- 


‘ny that is engaged* even in large part in 


research and development: and also in -manu- 
facture, or if you mean to say it is impossible 


to acquire an interest in a company. that is 


breaking new trails in research and develop- 
ment of electronics, and also does not. engage 
in manufacturing, this is simply impossible. If 


it is in the national interest, that you do 
‘acquire interest in such companies, why not 


say so in the amendment. You see, what. i: 
resent, is that we, were given.to understand, na 
certainly was, that the primary intention here 
was to give Bell the power to acquire an 
interest in a company engaged in research 


‘and development. There is no mention. made 


of going beyond that but the moment an 


amendment is offered to give wersling to the 
intention, it is not f.agceptabless ar Ely _ 


' 
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“Mr.‘de Grandpré: eéu's are “reading “too 
much in my objections. I‘have said that if we 
acquire. an interest. in..RCA  Victor,. for 
instance, the RCA research and development, 
it could very well be that the manufacturing 
part of this: will still:be included, and we 
would; still. only \acquire «a, :share::in’ the 
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research’-and development department of 
“RCA, and we would not be in a position to do 
‘this, because = RCA is involved in 
ranvfacturing: 


You will appreciate I think, Mr. Lewis, that 
this is a serious handicap. 


Mr. Lewis: I appreciate your point and I 
want you to appreciate that I am not seeking 
in any way to restrict Bell’s or Northern’s 
capacity to expand its research and develop- 
mental work by acquiring interests in other 
companies for that purpose. I invite Mr. de 
Grandpré to draft something that will carry 
out the intention of his company, which, for 
this purpose, I accept without. any reserva- 
tions, and to come up with some other word- 
ing and you will have no difficulty. 


Mr. de Grandpré: I would not like you, Mr. 
Lewis, or Mr. Schreyer, or any member of 
this Committee, to feel that I am trying to 
raise objections because we want to invest in 
something else; this is not the purpose. 
However, we want to preserve entirely 
though, the power to invest in an R. and D. 
operation. This is the issue that we and the 
Committee are trying to resolve. This is why 
I feel you have to look at the words to see 
whether they are not going to prevent the 
very thing that we are trying to achieve. 


Mr. Lewis: You are trying to find the 
appropriate words. 
Mr. Jamieson: The answer was given a 


moment ago, Mr. de Grandpré, that there 
were no companies in Canada engaged exclu- 
sively in research and development. Are there 
many companies that have a primary interest 
in research and development, or, in fact—I 
am thinking about the prospects open to 
you—are these companies primarily manufac- 
turing companies which have a relatively 
small portion devoted to research and devel- 
opment, or are they prominently or primari- 
Ty research and development with a small 
portion of manufacturing? 


Mr. de Grandpré: I think that this is true, 
and if you want to have an’order of magni- 
tude, Mr. Jamieson, the total sales of North- 
ern Electric last year were around $400 mil- 
dion, and the R. and D. money that was spent, 
totalled about $30 to $35 million. 


Mr. Jamieson: That was out of $400 million. 


Mr. de Grandpré: We are not talking about 


the same figures, but it is just an order of | 


magnitude. For: $400 million worth of. sales, 
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we spent let us say, between $30 and $35 
million on research and development, so you 
can see that although Northern has, what we 
consider, quite an advanced lab it still repre- 
sents only 10 per cent of total sales. 


Mr. Jamieson: Well, my point is that given 
the necessary authorization you are seeking 
under this bill, whether it be in the amended 
form or in the original form, the fact is that 
you are going to have to buy a company 
which has very substantial manufacturing 
activity. In other words, there just is no other 
company to buy. Granted, you could set up 
some of your own... 


Mr. de Grandpré: Unless we set one up. As 
I indicated before, when we talked about the 
intention, the intention was to divorce the R. 
and D. department of Northern, or weigh the 
advantages and disadvantages of separating 
the R. and D. department of Northern and 
setting it up as a separate corporation. If it is 
done, then this is a new avenue that we have 
never explored before and we wanted to 
remove any possible doubt that we have such 
a power so that we would not be under 
another kind of a cloud. 
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Mr. Jamieson: I do not think this answers 


my question. What I am getting at is that 


given the authority you then start looking 
about to see what you would be interested in 
buying. What I am suggesting is that from 


the answers given, the only thing you could 


buy—that is, of what is now in existen- 


ce—would have to be primarily a manufac- 
turing company, which has a fairly strong 
department, 


research and development 
because, as I say—you have answered your- 
self—there is no company primarily engaged 
in research and development here. It would 
have to go the way that Mr. Lewis objects to, 
which I think is his point. 


The Chairman: Gentlemen, perhaps we can 
adjourn for ten minutes to allow the officers 
of the company to discuss this ‘matter. Wg 
will reconvene at 5: 40 p.m. 


Mr. Rock: Mr. Chairman, first of all, do all 
the members here agree that they should be 
restricted? 


‘The Chairman: Mr. Rock, we are not dis- 
cussing that. 


Mr. Rock: Mr. Chairman, first of all, he 
filed an amendment. Just because the amend- 
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ment was brought in does it mean that every . 


member here agrees they should. be so 
‘restricted? 


The Chairman: No, Mr. Rock. 


Mr. Rock: I do not feel so, and I do not see 
way <.: 


The Chairman: Mr. Rock, with all due 
respect, I am sorry to say that you are miss- 
ing the point. I am calling an adjournment 
for ten minutes to allow the officers of the 
company to consider this clause. We will 
reconvene at 5:40 p.m. 


Some hon. Members: Agreed. 


The Chairman: I have discussed it with 
them and a ten minute adjournment is 
requested. 


(adjourned) 


The Chairman: We will now resume. 
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Mr. de Grandpré: Mr. Chairman, we have 
‘examined the words that have been submit- 
ted by Mr. Lewis and which are now in the 
form of a motion before this Committee, if I 
understand correctly. 


There is no doubt that the words of it 
restrict the broader words that we used 
previously. 


On the other hand, we have made it quite 
clear that our intention was to be in an R. and 
D. operation. Therefore, notwithstanding the 
restrictions, it does not alter the intentions or 
the objectives of the company. I do not know 
exactly how the wording should be inserted. 
Perhaps it could be done by adding, after the 
comma following the words “with the same”, 
the words “...provided that such other com- 
pany, not being a subsidiary...” and so on. 


The Chairman: Do you have the wording? 


Mr. de Grandpré: Yes; but I want to make 
sure that these are the words in the motion, 
Mr. Chairman. After the words “the same” in 
what I understand is now clause 7, the fol- 
lowing words will be added: “...provided 
that such other company, not being a sub- 
Sidiary of the Company on the date on which 
this act comes into force, does not manufac- 
ture products for sale to the Company or to 
other customers’’. 


Mr. Rock: What was that last part of the 
sentence? 
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The Chairman: “...provided that such 
other company, not being a subsidiary...” 


Mr. Lewis: It is the same wording that I 
gave to the Clerk. . 


Mr. de Grandpré: We have the same words. 


The Chairman: ‘“...provided that such 
other company, not being a subsidiary of the 
Company on the date on which this act comes 
into force, does: not manufacture products for 
sale to the Company or to other customers.” 

You are prepared to accept the motion as 
it is now put by... 


Mr. Rock: Mr. Chairman, this means that 
they can neither buy, nor buy into, a compa- 
ny that has ever sold them any products. 


Mr. de Grandpré: Through the device of an 
R. and D. company. 


Mr. Rock: No, no. You have not got the 
right to buy into any company that now sells 
you products. 


-Mr. Lewis: Except for Northern Electric. 
Mr. Rock: Yes. 


Mr. Lewis: They have the right. Northern 
Electric... 


Mr. Rock: Yes; but, for example, if they 
sought to buy into RCA and they were buying 
things from RCA they could not do it. 

I cannot see how we can so restrict impor- 
tant companies such as Bell and Northern.: 


An hon. Member: Well, they want to do it. 
It is their bill. If they are happy with it... 


Mr. Rock: But they are being forced into 
this. gear pests 


The Chairman: Order, please. To satisfy 
some of the members perhaps Mr. de 
Grandpré could explain what device the com- 
pany would use in the situation referred to 
where there is combined R. and D. and 
manufacture? 


Mr. de Grandpré: Were we ever confronted 
by this situation, Mr. Chairman, the way to 
do it would be to tell a research and develop- 
ment plus manufacturing company such as 
RCA, or those with whom we wanted to 
become partners, that the charter of the com- 
pany would not permit our investing, but that 
they or we would have to set up a research 
and development company out of their 
research and development department so that 
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we could become partners with them in the 
R. and D. section. 


Mr. Lewis: It is very simple. I suggested 
that to the Chairman while you were out. 


Mr. de Grandpré: Great minds meet. 


The Chairman: I want to say, though, that 
I agreed with you. 


Mr. Rock: That is what I like about law- | 


yers. What they cannot do legally they will do 
illegally and indirectly! 


The Chairman: You are smartening up! 


The motion for the amendment of new 
clause 7 is as follows: 

For the purpose of carrying out its corpo- 
rate powers the Company is empowered to 
purchase or otherwise acquire, and to hold 
shares, bonds, debentures or other securities 
in any other company engaged in research 
and development work in areas of inquiry 
that relate to the objects of the Company and 
to sell or otherwise deal with the same, pro- 
vided that-such other company, not being a 
subsidiary of the Company on the date on 
which this act comes into force, does not 
manufacture products for sale to the Compa- 
ny or to other customers.” 


All. those in favour? 


' Mr. Rock: Before we take the vote, may I 
ask if the portion following the comma is 
now an amendment, proposed and seconded 
by two members? 


The Chairman: Yes. 


Mr. Rock: Therefore, we are voting only on 
the amendment. We can vote against the 
amendment if we wish? ~ ' 
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The Chairman: That is right. I am going to 
call the vote on the amendment. 


Mr. Rock: On the amendment; so that we 
can vote later on... 


The Chairman: That is right. 
Shall new clause 7 as amended carry? 
All those in favour? Those opposed? 


Clause 7 as amended carried. Shall the 
preamble carry? Preamble carried. Shall the 
title carry? Title carried. Shall the bill as 
amended carry? Bill as amended carried. 
Shall I report the bill as 
amended to be reported. 


The Chairman: Before we adjourn I wish 


to congratulate the officers of the Bell Tele- 
phone Company who have laboured through 
the birth of this Bill and to express, on behalf 
of the members of the Committee, our thanks 
to them. 


amended? Bill as — 


| 


The amendments have: been brought fore | 


ward and discussed. We wish you well in the 
House and hope that you get this Bill through 
before prorogation. this session. Perhaps the 
likelihood of that has become brighter today. » 


 T also wish to inform members that Mr. 
Russ Honey, the sponsor of this Bill, is with 


us. He has been in hospital a couple of times, 
probably because of our deliberations on this 


‘Bill! We wish him well in the House, too. 


There will be no meeting this evening. The 
next meeting of this Committee will. be at 10 
a.m. next Tuesday, when we will discuss the 
Atlantic Provinees transportation study. 
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APPENDIX A-11 


THE THORNE GROUP LIMITED 
Management Consultants 


101 Richmond St., W., 
Toronto 1, Ontario. 


Tel.: 


1st December, 1967. 


The Clerk to the Committee for Bill C-104, 
“An Act Respecting The Bell Telephone Com- 
pany of Canada”, — 

House of Commons, 

Ottawa, 

ONTARIO. - 


Sir: 
Re: Bill C-104 


As members of the Association of Data Proc- 
essing Service Organizations Inc., we, in com- 
mon with other: independent Canadian data 
processing service bureaus, many of whom 
‘also are members of “ADAPSO, are very con- 
cerned at the possible danger to the viability 
of the independent operator if The Bell Tele- 
phone Company of Canada is permitted to 
enter the data processing service bureau field. 


The Bell Telephone Company, being one of 
Canada’s major common communications car- 
riers, is a supplier of data transmission facili- 
ties, inter alia, to independent service centres. 
If it is allowed to compete with them by 
offering the same data processing services to 
business and industry, this could become a 
precedent of dangerous impact. It could even 
result in the independent service centre 
owner and operator being forced out of busi- 
ness unless The Bell Telephone Company is 
so tightly regulated that its pricing and terms 
of sale are such that they will not have the 
effect of injuring competition. 


We understand that it is the intention of The 
Bell Telephone Company to establish a major 
computer utility coupled to its own data 
transmission network, first tying up the Prov- 
ince of Quebec, next linking it to Ottawa, 
then covering the Maritime Provinces fol- 
lowed by Ontario and, eventually, the Prairie 
Provinces and west to the coast, offering a 
time-shared data processing service facility to 
business and industry. 

It has now been announced that The Bell 
Telephone Company is building a $10 million 
data centre in Don Mills, Ontario. 


416 363- 2127 


eSinaile competitive proposals by the common 
carriers in the United States have resulted in 
a special Federal Communications Commis- 
sion Inquiry into the Interdependence of 
Computer-Communication Carrier Industries. 
ADAPSO is playing an active role in this 
FCC inquiry, and its Board of Directors is 
equally concerned at the potential danger to 


‘Canadian data centre operators if The Bell 


Telephone Company of Canada invades: their 


specific field -of .business activities and is 
thereby allowed to compete with its own cus- 


tomers, perhaps using unfair methods in 


doing so. 


We, therefore, - pees submit for the 
consideration of the House of Commons 
Transport and Communications Committee, in 
their deliberations on Bill C-104, that: 


1. Common communications carriers 
and organizations affiliated with them 
should not be permitted to market data 
processing and other electronic services 
commercially unless they first affirma- 
tively demonstrate to the Commons Trans- 
port and Communications Committee, or 
the Minister of Transport, that their 
prices, terms of sale and methods of 
operation will not have the effect of 
injuring competition. With this exception, 
no present public benefit would be gained 
by the regulation of date processing and 
other electronic information services, 
whether time-shared or not. 


2. Service centres should be permitted 
to switch messages where such activity is 
incidental to a data processing service 
involved. 

3. Users should be permitted to use 
non-carrier terminal or concentrator 
equipment which meets appropriate 
standards on the dial-up network as well 
as on leased lines, without being required 
to utilize common carrier modulation and 
de-modulation equipment. 

4. A need exists for a digital data 
transmission network providing data-con- 
ditioned line quality at low cost. 
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5. Additional tariff offerings should be 
presented by the common carriers, which 
provide a wider range of data transmis- 
sion speeds. Present offerings restrict 
transmission to 15 characters, 100 to 300 
character, and the over 5100 character 
per second range. Additional increments 
are required. A wider range of choices 
would provide users with the options to 
select the speed (and price) which match 
the application requirement. Offering a 
wider range of transmission speeds would 
serve to stimulate further terminal equip- 
ment development usable at such speeds. 


6. The Commons Transport and Com- 
munications Committee or the Board of 
Transport Commissioners should estab- 
lish uniform equipment and line stand- 
ards and charges, and recommend their 
adoption by the common communications 
carriers in Canada in an effort to ensure 
the availability of all equipment or line 
offerings in all divisions of the various 
communications companies at the same 
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time and at the same price, and to elimi- 
nate possible unfair disparities which 
might exist in certain Provinces as com- 
pared with identical facilities under 
inter-Provincial tariffs. 


7. Standard and reasonable charges for 
the cancellation of channel _ services 
should be established. On offerings where 
a cancellation charge is applicable, the 
amount of penalty should be clearly 
defined. 

8. Data. transmission line charges 
should be computed on the basis of time 
alone, without regard to distance, thereby 
eliminating the present artificial geo- 
graphical barriers which impede progress. 


Respectfully submitted, 

B. Anthony Lawless, 

For THE THORNE GROUP 
LTD. and Chairman, Operat- 
ing Ratios Committee, As- 
sociation of Data Processing 
Service Organizations Inc. 
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Chairman: Mr. Joseph Macaluso 
Vice-Chairman: Mr. H. Pit Lessard 
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Mr. 
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and 


Groos, 

Horner (Acadia), 
Howe (Wellington- 
Huron), 

Jamieson, 
Johnston, 

Keays, 

McWilliam, 
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Mr. Nowlan, 

Mr. Olson, 

Mr. Pascoe, 

Mrs. Rideout, 

Mr. Rock, 

Mr. Saltsman, 

Mr. Sherman, 

Mr. Stafford—(24). 


HR, V.. Virr, 
Clerk of the Committee. 


ORDERS OF REFERENCE 
TUESDAY, January 30, 1968. 


Ordered,—That the Standing Committee on Transport and Communica- 
tions be empowered to consider and report upon all aspects of transportation 
as they relate to the Atlantic Provinces, taking account of the conclusions 
and recommendations of the Atlantic Provinces Transportation Study, January, 
1967, Volumes 1 to 12, prepared by the Economist Intelligence Unit Limited, 
and the Report of the Royal Commission on Transportation, 1961, Volumes 
1 and 2, and recommend what measures should be initiated in order that the 
national transportation policy may be as fully implemented as possible in the 
Atlantic Provinces. 


That the said Committee shall examine, in particular, the effectiveness 
of the Maritime Freight Rates Act with power to study and make recom- 
mendations concerning: 

(a) changes or alterations which may now be desirable in the Mari- 
time Freight Rates Act; and 

(b) alternative methods of assisting transportation in the Atlantic 

Provinces either in addition to the Maritime Freight Rates Act 

or in substitution therefor in whole or in part with the purpose 

that maximum benefits be obtained by the Atlantic Provinces from 
the expenditure being made. 


That for the purposes of this inquiry, the said Committee shall be em- 
powered to adjourn from place to place within Canada; that the Clerk and 
necessary supporting staff be authorized to accompany said Committee, and 
that the Committee be authorized to engage the services of counsel, account- 
ants, etc. 


WEDNESDAY, January 31, 1968. 


Ordered,—That the names of Messrs. Lewis and Schreyer be substituted 
for those of Messrs. Saltsman and Orlikow on the Standing Committee on 
Transport and Communications. 


FRIDAY, February 2, 1968. 


Ordered,—That the names of Messrs. Olson and Guay be substituted for 
those of Messrs. Emard and Reid on the Standing Committee on Transport 
and Communications. 


Monpay, February 5, 1968. 


Ordered,—That the names of Messrs. Keays and McQuaid be substituted 
for those of Messrs. Southam and Cantelon on the Standing Committee on 
Transport and Communications. 
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THURSDAY, February 8, 1968. 


Ordered,—That the names of Messrs. Saltsman and Fawcett be substituted 
for those of Messrs. Lewis and Schreyer on the Standing Committee on Trans- 


port and Communications. 


TUESDAY, February 13, 1968. 


Ordered,—That the names of Messrs. Johnston and Caron be substituted 
for those of Messrs. Leboe and Guay on the Standing Committee on Transport 
and Communications. 


WEDNESDAY, February 14, 1968. 


Ordered,—That the name of Mr. Forrestall be substituted for that of 
Mr. Sherman on the Standing Committee on Transport and Communications. 


THURSDAY, February 15, 1968. 


Ordered,—That the name of Mr. Crossman be substituted for that of Mr. 
Caron on the Standing Committee on Transport and Communications. 


THURSDAY, February 29, 1968. 


Ordered,—That the name of Mr. Sherman be substituted for that of Mr. 
McQuaid on the Standing Committee on Transport and Communications. 


FRIDAY, March 15, 1968. 


Ordered,—That, pursuant to an Order of the House, dated Tuesday, 
January 30, 1968, the Standing Committee on Transport and Communications 
be permitted to adjourn from place to place during adjournments of the 
House. 


Attest: 


ALISTAIR FRASER, 
The Clerk of the House of Commons. 
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REPORT TO THE HOUSE 
WEDNESDAY, March 13, 1968. 


The Standing Committee on Transport and Communications has the 
honour to present its 
TWELFTH REPORT 


Pursuant to an order of the House dated Tuesday, January 30, 1968, your 
Committee seeks the permission of the House to adjourn from place to place 
during adjournments of the House. 


Respectfully submitted, 


H. PIT LESSARD, 
Vice-Chairman. 


(Concurred in Friday March 15, 1968) 
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MINUTES OF PROCEEDINGS 


TUESDAY, February 13, 1968. 
(20) 


(HOUSE OF COMMONS) 


The Standing Committee on Transport and Communications met this 
day in camera at 10.20 a.m., the Chairman, Mr. Macaluso, presiding. 


Members present: Mrs. Rideout and Messrs. Allmand, Bell (Saint John- 
Albert), Byrne, Deachman, Fawcett, Horner (Acadia), Howe (Wellington- 
Huron), Keays, Macaluso, McQuaid, McWilliam, Nowlan, Rock, Sherman, 
Stafford—(16). 


Also present: Mr. Forrestall, M.P. 


In attendance: From the Department of Transport: Mr. J. R. Baldwin, 
Deputy Minister; Mr. R. R. Cope, Director of Transportation Policy and Re- 
search; Mr. E. L. Hewson, Director-elect, Transportation Policy and Research; 
Mr. H. B. Neilly, Chief Economist. From the Canadian Transport Commission: 
Mr. Joseph Hanley, Director of Traffic. From the Atlantic Development Board: 
Mr. James Harvey, Economist. 


The Committee met to discuss the forthcoming tour by the Transport and 
Communications Committee to the Atlantic Provinces. 


On motion of Mr. Byrne, seconded by Mr. Fawcett, 


Resolved,—That the Clerk of the Committee be authorized to procure, 
for Committee use, copies of the Railway Act, the Duncan Royal Commission 
on Maritime Claims, the Turgeon Report—Royal Commission on Transporta- 
tion Freight Rate Reduction Act and other reference books deemed necessary. 


On motion of Mr. Byrne, seconded by Mr. Fawcett, 


Resolved,—That the following supporting staff accompany the Committee: 
MradiniVe Vion 


Mr. Edouard Thomas Committee Clerks 


Mrs. P. Sutcliffe — Stenographer 

Miss.P.. Cyr Interpreter 

Mrs. B. Martin 

Mr. W. Publow Committee Reporting Service 


Mr. F. Chapman 


On motion of Mr. Byrne, seconded by Mr. Fawcett, 

Resolved,—That the Clerk be authorized to provide transportation to the 
Maritime Provinces for those members whose duties preclude their leaving 
Ottawa with the Committee. 


The Chairman informed the Committee that details of the itinerary were 
completed and copies were distributed to members. He also informed the 
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Members of the application of the $15.00 per diem Member’s allowance while 
travelling. 


On motion of Mr. Byrne, seconded by Mr. Fawcett, 


Resolved,—That the Committee pay the transportation and accommoda- 
tion expenses and reasonable living expenses of the advisory staff, Mr. Joseph 
Hanley and Mr. James Harvey, who will be accompanying the Committee. 


Mr. Baldwin introduced the attending officials and then gave a brief 
summary of the Maritime Freight Rates Act, the Turgeon and McPherson 
Reports and other documents and statutes relating to the reference under 
study. 


Mr. Cope supplemented the summary in relation to Railway freight rates 
and the Freight Rate Reduction Act. 


The attending departmental officials responded to questions of the 
Members. 


At 12.00 o’clock noon, the Committee adjourned to the call of the Chair. 


Turspay, February 20, 1968. 
(21) 


(CHARLOTTETOWN) 


The Standing Committee on Transport and Communications met this date 
at 9.35 a.m. in Charlottetown, P.E.I. In Camera, the Chairman, Mr. Macaluso, 
presiding. 


Members present: Mrs. Rideout and Messrs. Bell (Saint John-Albert), 
Byrne, Crossman, Deachman, Fawcett, Forrestall, Groos, Horner (Acadia), 
Howe (Wellington-Huron), Keays, Lessard, Macaluso, McWilliam, Nowlan, 
Pascoe, Rock, Saltsman, Stafford—(19). 


Also present: Mr. Macquarrie, M.P. and Mr. Mclean, M.P. 


The Committee considered the events of Monday, February 19, 1968 in 
the House of Commons in Ottawa and the subsequent effect on the tour of 
the Atlantic Provinces by the Committee. 


It was moved by Mrs. Rideout, seconded by Mr. Crossman, 
That the Clerk of the Committee be empowered to procure the necessary 
air charter service for the immediate return of the Committee to the House 


of Commons, Ottawa. 


At 9.40 am., the Committee adjourned to the call of the Chair. 
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HOUSE OF COMMONS, 
THURSDAY, March 7, 1968. 
(22) 


The Standing Committee on Transport and Communications met this day 
at 10.05 a.m., the Chairman, Mr. Macaluso, presiding. 


Members present: Messrs. Allmand, Bell (Saint John-Albert), Byrne, 
Crossman, Deachman, Fawcett, Forrestall, Groos, Howe (Wellington-Huron), 
Jamieson, Keays, Lessard, Macaluso, McWilliam, Nowlan, Olson, Pascoe, Salts- 
man, Stafford—(19). 


Pursuant to its Order of Reference relating to the transportation problems 
in the Atlantic Provinces, the Committee discussed the timing of a return trip 
to the Maritimes. It was generally agreed that the trip should be made in two 
visits with approximately one week interval between each visit. It was further 
agreed that the steering Committee would select appropriate dates and report 
back to the main Committee. 


On motion of Mr. Bell (Saint John-Albert), seconded by Mr. Jamieson, 


Resolved,—That' the Committee seek permission to adjourn from place to 
place during adjournments of the House. 


The Chairman tabled a letter dated February 16, 1968 and a brief state- 
ment received from Mr. R. T. Vaughan, Vice-President of Canadian National 
Railways concerning the prospective hearings in the Maritime Provinces. 


On motion of Mr. Lessard, seconded by Mr. Crossman, 
Resolved,—That the following documents concerning the prospective Mari- 
time trip be printed as appendices to this day’s Minutes of Proceedings and 
Evidence. (See appendices A-12 to A-90) 
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Brief by the Nova Scotia, New Brunswick, Prince Edward Island and 
Newrounoland. Peaeration .OL LiQbOUT gi cilia swirl cl e's ctain ole sve clevelene «8 A-81 


Briet by Canadian Trucniug Associations INC. Wit arenes. cee ce ee ee A-82 


Briet by .CamppeltonyrChamperr OL GCOMmMerce vy tees st ecco ck tee A-83 
Brief by the Dalhousie Town Council, Development Commission and 

Ce Ode sl PACE re rey ciel pos sd & ab vce eS Wikio ga We RT Pht Aen Ee 2 A-84 
Brief’ by the} Province of Prince Edward Island) 14.4.5) Aoki dei bee A-85 
Brel wy oescnariottetown: Board. Of Trade: oe. dass Whe a cudte end atovedin ae A-86 
PI TTOR Pie ay kas PGR Vir. RaW lend tes Wl ice Wks Ae BEY reba ee i te aninaeah Seonen co ead ae A-87 
Brief by Prince Edward Island Frosted Foods Limited ................ A-88 
Letter from Prince Edward Island Potato Marketing Board ............ A-89 
Presentayon of Douglas Bros, and Jones Incov sins, Hate Ae. leat A-90 
Brief by Central Newfoundland Chamber of Commerce ................ A-91 


At 10.30 a.m., the Committee adjourned to the call of the Chair. 


HOUSE OF COMMONS, 
THURSDAY, March 14, 1968. 
(23) 


The Standing Committee on Transport and Communications met this day 
at 4.15 p.m., in camera, the Chairman Mr. Macaluso presiding. 


Members present: Mrs. Rideout and Messrs. Allmand, Bell (Saint John- 
Albert), Crossman, Deachman, Fawcett, Forrestall, Groos, Jamieson, Keays, 
Lessard, Macaluso, McWilliam, Nowlan, Olson, Pascoe, Rock, Saltsman—(18). 


The Clerk distributed copies of the proposed itinerary for the tour of the 
Maritime Provinces. A discussion followed on the suitability of the proposed 
dates. 


It was agreed that the Chairman would discuss the date with the House 
Leader and if an accord was reached the Chairman would issue a press release 
to the general public. 


At 4.30 p.m., the Committee adjourned to the call of the Chair. 


Reva Vier 
Clerk of the Committee. 
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APPENDIX A-12 


Canadian National Railways 


Montreal 
16 February 1968 
R. T. Vaughan 
Vice-President 
Secretary of the Company 


Dear Mr. Macaluso: 


This refers to the visit to the Atlantic Prov- 
inces by the Standing Committee to conduct 
an examination of transportation facilities 
and hear various representations. Canadian 
National Railways recognizes the significance 
and importance of the task of the Committee. 
The company will co-operate in every way 
possible in the work of the Committee and 
hopes that constructive proposals will emerge 
which would contribute to the growth of the 
economy of the Atlantic Provinces. 


Throughout the public hearings of the 
Committee, Canadian National will be repre- 
sented by Mr. J. W. G. Macdougall, Q.C., 
General Counsel, Montreal, Mr. J. L. Brean, 
Regional Counsel, Atlantic Region Headquar- 
ters at Moncton, and myself, and other offi- 
cers as may be required. I should say that Mr. 
Macdougall, who has appeared before your 
Committee on other occasions, has recently 
been appointed Vice-President, Atlantic Re- 
gion, effective May 1. 


I am attaching a short statement which I 
would appreciate being filed with the Com- 
mittee at its opening hearing. It is self- 
explanatory, and expresses the thought that 
Canadian National is interested in the hear- 
ings and will examine all constructive pro- 
posals which may affect its operations. 


Yours sincerely, 
R. T. Vaughan 


Joseph Macaluso, Esq., M.P. 
Chairman 


Standing Committee on 
Transport and Communications 


House of Commons 
Ottawa, Canada 


CANADIAN NATIONAL RAILWAYS 


STATEMENT RE HEARINGS OF 
HOUSE OF COMMONS COMMITTEE 
ON TRANSPORT AND 
COMMUNICATIONS IN THE 
ATLANTIC PROVINCES 


Canadian National welcomes the interest of 
the House of Commons Committee on Trans- 
port and Communications in undertaking an 
intensive on-the-ground look at all Atlantic 
Provinces transportation facilities. We recog- 
nize that the task of the Committee is a large 
and important one and wish to assure the 
Committee, and all in the Atlantic area who 
are interested in its work, of our earnest 
desire to be helpful and co-operative in every 
way possible. 


As the Atlantic area’s largest single trans- 
portation agency in terms of services and 
facilities, Canadian National will be repre- 
sented at all public hearings of the Committee 
during its tour. 


As the Committee is well aware, Canadian 
National has long and extensive experience in 
providing transportation service by rail in 
this part of Canada. Tne Company has oper- 
ated ferry services for the federal govern- 
ment’s account for many years and, in 
addition to the rail and marine services, the 
Company has added highway _ services 
throughout most of the Atlantic area. We ex- 
pect, of course, to hear many comments on 
the adequacy and suitability of these serv- 
ices and will consider carefully all construc- 
tive suggestions which would serve to bring 
about improvements. We do not propose to 
comment on such suggestions at the regional 
hearings, partly because your time at each 
point is limited and you wish to hear all local 
submissions; and partly because we wish to 
give adequate study and consideration to any 
worthwhile proposal which may be put forth. 
It is our intention, therefore, to prepare a 
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statement which would be presented to the 
Committee at the hearing in Ottawa following 
the conclusion of the regional hearings. We 
hope that this procedure would meet with the 
Committee’s wishes. 


Canadian National is vitally interested in 
the health and growth of the economy of the 
Atlantic Provinces, and we are most anxious 
to contribute towards the development and 
implementation of any proposals to that end. 
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APPENDIX A-13 


BRIEF 
By) 


The Government of Newfoundland 
and Labrador. 


Topic; 
“The Urgent Need for an up-to-standard 
all-weather Trunk Roads System, in 


the Province of Newfoundland and 
Labrador”’. 


Submitted To: 


The Standing Committee on Transport 
and Communications, House of Com- 
mons, Ottawa, for consideration during 
their visit to Newfoundland on February 
23, 1968. 


St. John’s 
February 13, 1968 


General Background: 


The Government of Newfoundland and 
Labrador welcome this opportunity to appear 
before the Standing Committee on Transport 
and Communications. We are pleased that the 
Committee will have an opportunity to 
obtain, through personal experience, some 
insight into the very real and very different 
transportation problems that exist in our 
Province. 


The Island of Newfoundland is largely 
dependent upon its sea and air links to main- 
land Canada, and to Labrador with its Iron 
Ore mines, and the great new hydro electric 
project at Churchill Falls. The entry of New- 
foundland into Confederation in 1949 
increased the importance of these links to 
mainland Canada, and made our dependence 
on these lines of communication more com- 
plete than ever before. 


By the Terms of Union, negotiated between 
Canada and Newfoundland, provision was 
made for the taking over by Canada of the 
/Newfoundland Railway, including steamships 
and other marine services. Subsequently, by 
statutory enactment of the Parliament of 
Canada, Canadian National Railways were 
entrusted with the management and opera- 
tion of the Newfoundland Railway, the coastal 


| 


q 


service, and the freight and passenger serv- 
ices between North Sydney and Port-aux- 
Basques. These same Terms provided certain 
special considerations which guaranteed New- 
foundland the benefits of legislation providing 
for “special rates on traffic moving within, 
into, or out of, the Maritime region”. The 
Maritime Freight Rates Act is an example of 
such legislation. The importance to New- 
foundland of these particular provisions was 
reinforced in 1951 when the C.N.R. was 
ordered by the Board of Transport Com- 
missioners for Canada to cancel the tariffs 
then in effect, and to substitute therefor 
tariffs and tolls based on the rate structure in 
effect “in relation to the movement of traffic 
within, into and out of the region. ..known as 
the Maritime Provinces’. The effect of this 
ruling was to lower the freight tariffs relative 
to Newfoundland. In reaching its decision the 
Board noted that Term 32 of the Terms of 
Union should be interpreted to mean “that 
notwithstanding certain dissimilar disadvan- 
tageous circumstances and conditions pertain- 
ing to Newfoundland, this Province is to be 
included ratewise in the Maritime region on a 
general level of rates similar to the other 
Maritime Provinces’. In addition they noted 
that “Union with Canada to a large extent, 
altered the usual trade channels of New- 
foundland. Prior to Union, much of the Island 
traffic funnelled by sea from the United 
States, Great Britain and elsewhere to New- 
foundland. As part of Canada, heavy pur- 
chases by Newfoundland must now be made 
in Canada and in substantial quantities are 
channelled through the North Sydney-Port- 
aux-Basques route and thense by rail (narrow 
gauge) across the Island. It is not unreasona- 
ble to suppose that the Welfare and Economy 
of Newfoundland was uppermost in the minds 
of all negotiators...” 


Despite the subsequent passage of time, 
and the progress in the field of transportation 
within Newfoundland and Labrador, the same 
basic issues are still at stake—the Welfare 
and Economy of our Province. There can be 
no doubt that Newfoundland and Labrador 
have made much progress, in an economic 
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sense, but the disparity between this Province 
and the other Canadian Provinces, continues 
to exist and in many instances has been 
magnified. 


The Government have done much to 
introduce new industries to the Province in 
an effort to increase the economic well-being 
of the Province and to reduce the economic 
gap. Without further Federal assistance and a 
more sophisticated, adequate and comprehen- 
sive transport communications network to 
offset our geographical isolation, the economic 
gap will continue to widen. The need for such 
a modern system of transportation is impera- 
tive. We still have many communities unable 
to avail themselves of the normal amenities of 
modern Canadian life, and whose only trans- 
portation link with the rest of the Province, 
or the rest of Canada, is a coastal vessel, 
subject to the vagaries of the weather or the 
season. 


Recently, after a meeting with the Federal 
Minister of Transport senior representatives 
of the four Atlantic Provinces met in Monc- 
ton to commence work on the formulation of 
a new transportation policy for the Atlantic 
Region. It is hoped that this group or Task 
Force, as it has been named, will produce a 
policy, acceptable to the Federal and Provin- 
cial Governments, which will assist and per- 
mit the development of the Atlantic Region 
on a basis which is comparable to the more 
economically advanced Provinces of Canada. 
The problems confronting this working group 
are numerous and complex. The solution of 
these problems on a Provincial basis would 
be difficult enough—their solution on a Re- 
gional basis will require prolonged non-parti- 
san effort. The Province of Newfoundland 
and Labrador have agreed, in co-operation 
with the other Provinces, not to place, at this 
time, before your committee, problems for 
which there may be a regional solution. Our 
very urgent need for an up-to-date compre- 
hensive system of road communications is not 
regional by nature, since Newfoundland, 
despite recent progress, still lags far behind 
the rest of Canada in this economically vital 
aspect. The submission which we place before 
you will deal with this need. 


Historical review of Road Development 


For the purposes of this submission it is 
proposed to deal with the history of road 
construction in Newfoundland and Labrador 
under two headings: 

(a) Construction prior to Confederation 
(b) Construction since Confederation 
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Construction prior to Confederation 


It is safe to say that prior to Confederation 
there was little or no co-ordination in the 
programme of road construction in the Prov- 
ince. The Newfoundland railway provided the 
one and only land-link between, the industri- 
al complex at Corner Brook on the West 
Coast, a similar development in Central New- 
foundland, and the Capital, located on the 
extreme eastern point in the Province. While 
it is true that some efforts were made by the 
Commission of Government between 1934 and 
1949, our road.network saw little improve- 
ment. In fact, at the beginning of Confedera- 
tion, if the roads on the Avalon Peninsula 
were excluded, the two private paper compa- 
nies at Grand Falls and Corner Brook owned 
more roads than the Government of the Prov- 
ince. It is also true that while some “local” 
roads existed, and in some areas some few 
miles of road linking various groups of com- 
munities, no effort had been made to estab- 
lish a road network connecting all or nearly 
all of our 1300 communities, scattered as they 
were around the periphery of the Island. The 
sea had been our main highway for 400 years, 
with the result that 60 per cent of our popula- 
tion lived in complete isolation. The first task 
of the Government of the new Province was 
to break this isolation. The progress achieved 
in the short span of less than twenty years 
has been classed by all observers as 
phenomenal. 


Construction since Confederation 


As already stated, the first task of the Gov- 
ernment following Confederation was _ to 
attack with vigor the curse of isolation. If 
Newfoundland were to survive as a Province 
of Canada, if our people were to avail of the 
many blessings our Union afforded, no vil- 
lage, no town, no groups of towns could be 
left without a road link. The almost total 
dependence on water transport left all of 
Newfoundland, except those communities 
served by the railway, and those on the south 
west coast where winter travel by boat is 
practical, in complete isolation. The effect 
that this had on business, education, and 
medical services, defies description. 


The Government was faced with this same 
problem in each and every field of its respon- 
sibility. The gross income of the Province was 
woefully inadequate, insufficient to meet the 
most pressing needs in any one field. The 
Province was faced with problems which 
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would have caused even the bravest to falter. 
In Health, Education, Welfare and other 


essential public services we found the 
demands for improvements to be _ over- 
whelming. 


For the purposes of this brief it is our 
intention to deal only with those aspects of 
our progress in road transportation which 
have a federal involvement and participation. 
It is sufficient to say that during the period 
1949-1968 we have almost completed a net- 
work of connecting roads. Many miles of 
these roads are substandard, 80 per cent 
have a gravel surface and with the exception 
of the Trans-Canada Highway, 90 per cent of 
our structures, bridges, culverts, etc. are 
restricted to very low maximum = gross 
weights (30,000 Ibs. or less). The problem fac- 
ing the Province today is one of upgrading 
existing roads, more than the construction of 
new roads. The road from Forteau to Labra- 
dor City—a distance of 553 miles—just a few 
miles shorter than T.C.H. from St. John’s to 
Port-aux-Basques at an estimated cost of $150 
million—is the one major exception. 


Attached to this submission are maps and a 
set of tables. The tables outline the work 
undertaken and performed since Confedera- 
tion, with the assistance of the Government 
of Canada. Table I refers to the Trans- 
Canada Highway. Table II to Roads to Re- 
sources Agreement, and Table III The Trunk 
Roads (A.D.B. I and II) Agreements. We will 
deal with each of these Tables in turn. 


Table I—Trans-Canada Highway 


The significant point to be noted here is 
that, although a Trans-Canada Highway 
Agreement was signed by the Province in the 
early days of Confederation, no paving was 
done during the period 1949-1957, and a total 
of 225.93 miles were graded. During this peri- 
od both Governments shared the cost on a 
fifty-fifty basis. 


The Federal Government further supple- 
mented this cost-sharing program for the 
period 1958-1959-1960 by agreeing to pay a 
further 40 per cent on the cost of construction 
of 10 per cent of the total T.C.H. mileage. The 
result was that in these three years 77 miles 
were constructed and 185 miles paved, includ- 
ing the section through the Terra Nova 
National Park of approximately 25 miles. 


In 1963, the Federal Government amended 
these prior agreements, and agreed to pay 90 
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per cent of the total construction costs on the 
T.C.H. for the period 1 April 1963 to 31 
December 1967. This agreement has since 
been modified to extend the completion date 
for construction to 31 December 1970. With 
this assistance the first paved highway link 
between the Eastern and Western extremes of 
Newfoundland were completed in 1965, with 
128 miles constructed in 1964 and 217 miles 
paved in 1965. 


These figures point out very forcibly that, 
without the Federal contribution of 90 per 
cent of the overall costs, the Province could 
never have undertaken the completion of the 
T.C.H., within the terms of the Federal-Pro- 
vincial agreement. 


Table II—Roads to Resources Agreement 

This Table refers to the work undertaken 
under the Roads to Resources Programme. It 
is significant that under this agreement 
whereby the Province shared on an equal 
basis with the Government of Canada while 
most of the work was undertaken in the early 
1960’s it was necessary for the Province to 
make its own financial arrangements to 
spread payments over a much longer period. 


Table I1I—The Trunk Roads Agreements 

Under A.D.B. Agreements I and II the Fed- 
eral Government made available a total of 12 
million dollars on a fifty-fifty basis. The 
Province undertook a total of $25 million of 
work. History has shown, particularly in the 
case of the construction of the Trans-Canada 
Highway, that no real progress can or will be 
made with the upgrading of our trunk roads 
on a straight 50/50 agreement. The Province 
cannot afford such a programme having 
regard for its other budgetary commitments 
in the fields of health, education and other 
essential services. 


It is estimated that the total cost of up- 
grading and paving all our trunk roads will 
cost in excess of $244,000,000 plus an addi- 
tional $150,000,000 for the proposed Labrador 
road—a total of nearly $400,000,000. 


Map of Trunk Roads 


The attached map outlines the roads gener- 
ally accepted in this Province as coming with- 
in the meaning of “Trunk Roads’. You will 
note from the map that all the roads men- 
tioned branch out from Trans-Canada High- 
way. The T.C.H. forms the spine or back-bone 
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of our transportation system—the trunk roads 
are the essential appendages. 


The Case for Upgrading 

With the completion of the Trans-Canada 
Highway and the improvement of the ferries 
acrosss the Cabot Strait, Newfoundland for 
the first time in its history saw vehicular 
traffic having a gross weight of 30,000 lbs. 
The Trans-Canada Highway is designed to 
carry weights up to 74,000 lbs. (we have han- 
dled loads in excess of 130,000 Ibs. under spe- 
cial permit). Not only have our load limits 
increased, but the number of registered vehi- 
cles has increased in a spectacular manner in 
the past few years. We now find ourselves 
placed in an untenable position. Traffic mov- 
ing on T.C.H. is prohibited from using our 
trunk roads if their weights are in excess of 
30,000 pounds, unless of course special per- 
mits can be issued. Many of our bridges were 
constructed some 20 years ago to a standard 
(H.10) which makes them unsafe for loads 
over 30,000 pounds. 


Much of the industrial growth in New- 
foundland is taking place off the Trans- 
Canada Highway, and traffic must use these 
roads. We would point out that the great 
industrial development on the Burin Penin- 
sula comprising four large fish plants, a ship- 
building complex, and the only fluorspar 
mine in Canada, is separated from the T.C.H. 
by 100 miles of substandard gravel trunk 
road, on which there are four major struc- 
tures restricted to 30,000 pounds or less. The 
same applies on the Bonavista Peninsula, the 
Great Northern Peninsula, and in fact, on 
each and every trunk road delineated on the 
attached map. 


The wear and tear of vehicles obliged to 
use these roads makes it impossible for truck- 
ers to operate profitably without charging 
abnormally high rates, which must be passed 
on to the consumer, thereby adding to our 
cost of living which is already one of the 
highest in Canada. 


The maintenance cost of gravel roads as 
compared with that of paved roads runs in 
the ratio of 4 to 1 per vehicle-mile. The 
maintenance cost of vehicles on gravel roads 
is 10 times that of those using paved roads 
exclusively. The three major items involved 
are tires, shocks and springs (Dept. of High- 
ways—Nflid. Statistics). 
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The maintenance of our trunk roads costs 
the Province around $4,000,000 annually. 


The movement of unprotected articles of 
food over gravel roads, particularly the 
movement of fresh fish from the producer to 
the plant, is being closely watched by Health 
authorities. 


In summary it can be said that the econom- 
ic growth of the Province is being impeded 
and will continue to be impeded by these 
substandard roads. 


Cost Factors: 

On the day of the Committee’s hearing in 
St. John’s February 23, we propose to add to 
this brief a table showing: 

(a) The overall cost of reconstructing 
and paving the roads referred to in the 
attached map. 

(b) The cost of maintenance of these 
gravel roads for the period 1960-1968. 

(c) The cost of reconstructing and pav- 
ing these roads in relation to the Provin- 
cial budget. 


The time available prior to the submission 
date stipulated by the committee does not 
permit the compilation of the necessary data 
for inclusion with this paper. 


It is our considered opinion, based on the 
mileages involved, and the ever escalating 
cost of road construction, that the overall cost 
would be in excess of $240,000,000. A figure of 
even half that amount is beyond Provincial 
resources unless it can be spread over the 
next 20 years, and we cannot afford to wait 
that long. 


It is significant to note that the Royal Com- 
mission on Transportation, 1961, (MacPher- 
son) stated as follows: 

“An improving highway system is one of 
the more important elements in the develop- 
ing transportation system. 

“Growth in long-haul trucking is another 
trend which has entered the competitive pic- 
ture in transport and with the completion of 
the Trans-Canada Highway more firms are 
becoming interested in this relatively new 
area of trucking operation.” Page 21-22 Vol. 1 


In referring to the special transportation 
problems which exist in Newfoundland, the 
Commission recorded that “‘the present trans- 
portation needs can best be met by asystem 
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of roads and highways throughout the Island. 
Such a system of roads would greatly lower 
the cost of distributing consumer goods and 
would be especially valuable in handling con- 
tainers arriving by ship, rail or air. It would 
also allow for the phasing out of the coastal 
steamers operating at the considerable loss of 
nearly $3 million a year. 


A highway network of the size necessary is 
beyond the present resources of Canadians in 
Newfoundland. The situation calls for assist- 
ance by the Federal Government and there 
are enough precedents for such a programme. 
Public works to stimulate the economy of a 
province or an area have been a continuing 
part of national policy in Canada. For exam- 
ple, assistance in constructing power plants 
and irrigation systems as well as transporta- 
tion facilities in all parts of Canada can be 
cited. What canals and locks did for the 
economy of the Central Provinces, what the 
transcontinental railways did for the Prairies, 
highways can do for Newfoundland. 


We are convinced that such a programme is 
in the national interest. It would stimulate the 
economy of the Island with attendant benefits 
to the rest of Canada. All this could be 
accomplished in a short time with a relatively 
modest outlay of public funds’. Page 272 
Wol. 2. 

This report was compiled in 1961—4 years 
before the completion of the Trans-Canada 
Highway. They foresaw the acute problem 
outlined above. 


The Lewis Royal Commission on Transpor- 


tation 1966 (a Provincial Government Report) 


emphasizes the same point. 


It is significant that without exception 
every report on this question, whether it has 


_ approached the question from an economic 


viewpoint, a socio-economic viewpoint, or 


from a straight transportation point of view, 


has reached the same conclusions that: 
(a) an up-to-date all weather road sys- 
tem is needed in Newfoundland. 
(b) the provision of such a road system 
is beyond the means of the Provincial 
treasury. 


- Conclusion: 


It is obvious that solution of Newfound- 


| land’s transportation problems, as they exist 
at this point in time, requires assistance, in 
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addition to that provided by the provisions of 
the Maritimes Freight Rates Act, which only 
affects the operation of the C.N.R. 


In the main, the construction of our trunk 
roads has served those places which normally 
depended on C.N.R. coastal services to pro- 
vide them with their one and only link to the 
outside world. There is no doubt that over the 
years the Canadian National Railway has fol- 
lowed a policy of gradually withdrawing 
services when and where a road link was pro- 
vided. This is abundantly clear on the North- 
east and Northwest coasts of Newfoundland. 
It must be assumed that this withdrawal of 
services has resulted in considerable savings 
to the Federal Government. It is known that 
where services have been withdrawn, added 
financial burdens have accrued to the Provin- 
cial Government for the maintenance of 
transportation facilities on a year-round basis. 


There are indications that further curtail- 
ment of services are envisaged. If this is to be 
the case, it must only be allowed after full 
consultation with the Provincial Government, 
and undertaken on a quid pro quo basis. 


The terms of reference of the Standing 
Committee on Transport and Communications 
state, in part, that the Committee is empow- 
ered to study and make recommendations 
concerning “alternative. methods of assisting 
transportation in the Atlantic Provinces, 
either in addition to the M.F.R.A. or in substi- 
tution therefor, in all or in part, with the 
purpose that maximum benefits be obtained 
by the Atlantic Provinces from the expendi- 
ture being made”’. 


We firmly believe that one of the best 
alternative methods would be the construc- 
tion of a comprehensive, up-to-date road net- 
work in Newfoundland and Labrador. It is 
imperative that such a road network be 
developed as part of a long-term (10 years) 
project. This long-term basis is necessary due 
to the obvious limitations of the Provincial 
budget, and the need for co-ordinated long 
range planning in contrast to the project-to- 
project basis of past experience. 


The total cost of this comprehensive road 
network would be, as previously mentioned, 
approximately $400 million. Without Federal 
assistance of at least seventy-five percent, 
this project would not be economically feasi- 
ble for this Province. 
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Assistance from the Federal Government, 
of this nature, would allow the Province of 
Newfoundland and Labrador to move toward 
the full utilization of its great natural 
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resources, thereby strengthening its economy 
and permitting the people of this Province to 
enjoy privileges and _ responsibilities of 
Canadian citizenship. 


TABLE I 


Trans Canada Construction 
ee 


Grading Paving 
Year Miles Miles 
SW ad eaiaae 4.00 
BOI Mab. A 39.30 
5 ae ort od 32.45 
Ae paket ee 19.47 
De siete ie 19.80 
ay: ee eae 38 .46 
Baek wei 45.30 
1 EA 16.15 
yy Seis 21.00 
BG: nhtore se 36.70 37.05 
SO 35 lee ee. 39.10 28 .20 
BY since epee bea 2 119.72* 
Blais sous Ree 12.49 11.00 
OS Meare 16.60 3.60 
Od fen shes 34.11 85.76 
G2 are S. 128.12 62.60 
ete brat BY .0F 216.79 
SGGRE« 2483 
GY West) ..4 
TOTALS ..562.14 564.72 


Contribution 
Total Cost Fed. Govt. 
2,342,242 1,090,085 
1,991,581 1,022,874 
991,024 547,195 
1,664,829 977,045 
4,642,385 2,017,829 
4,267,970 2,239,544 
1,818,135 1,142,788 
1,265,652 994,012 

6,923,836 4,860,044° 
9,582,094 7,460,154 
7,356,169 5,490,951 
2,652,361 1,435,030 
1,884,096 948,962 

14,176,081 11,704,359x 
30,385,298 26,180,143 
26,371,434 21,177,495 
2,419,020 4,309,158 
10,000,000 9,000,000 
131,095,014 102,597,668 


* Includes 25.40 miles T.N. Park. 


° Federal Government paid 90% of 10% of total T.C.H. Mileage. 


x Start of 90/10 agreement. 


TABLE II 
ROADS TO RESOURCES 


Year Miles 
TO00" eee ee nee eicer (e35) 
OGG" (tee Oe ee ee 1 fea | 
196074 eee Fe. Se 34.70 
LOGI Va Tae CORR Se 54.00 
POG seein te ach mere e eee 62.60 
tS 1 a ae RRR care his is 
TOGA oe eedalct ls ax ara 11.00 
LOD Us last oo bie hie nee ile pigs 45, 
LOGO Aes Sores ees 3.00 
1968 Mesto yO Pelee 


eee 


Federal 
Total Cost Contribution 

160,000 TiL22e 

670,237 356,828 
1,646,240 849,160 
1716; 782 794,272 
2,226,663 944.689 
2,019,663 1,048,325 
2,885,506 833,082 
1,894,793 — 
1,665,349 1,344,454 
1,370,000 750,000 
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TABLE III 


ATLANTIC DEVELOPMENT BOARD 
AGREEMENT 1 & 2 


Year Miles Total Cost 

NOG ee eee 36.8 307,530 
1966 Soe Hoes LF ees 67.8 4,431,500 
1967s 2) whe eid cs 35.77 10,199,611 
1968: (St. ocak rs he oe cs 9,675,000 


Federal 
Contribution 


2,894,628 
5,718,014 
3,500,000 
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APPENDIX A-14 


February 11, 1968. 


BRIEF 
ing 


THE NEWFOUNDLAND BOARD OF TRADE 
FOR HEARINGS AT ST. JOHN’S 


INTRODUCTION 


1. The Newfoundland Board of Trade 
represents business interests throughout the 
Province of Newfoundland and Labrador. We 
therefore welcome this opportunity to submit 
our views on Transportation—a matter vital 
to business and accordingly to the Community 
at large. 


2. Our prime concern is that in the interest 
of business and of our people effective legisla- 
tion will be introduced and implemented to 
cope with the vital transportation problems 
peculiar to this Province. 


3. In presenting this brief we point out 
that: 


(a) the Newfoundland Board of Trade 
serves as an organization of 12 Member 
Chambers of Commerce representative of 685 
individual members most of whom can be 
said to be associated with this Brief; 


(b) Newfoundland Board of Trade is also 
representative of 270 corporate and 3:79 
individual members in St. John’s and of an 
additional 100-odd members elsewhere; 

(c) the interests and responsibilities implicit 
in the above categories of membership 
include those of our Construction; Heavy 
Trucking & Transport; Retail; and Wholesale 
Sections not to mention our Financial and 
other specialized Groups; 

(dq) the Newfoundland Branch of the 
Canadian Manufacturers’ Association et 
al., wish likewise to be associated with us in 
our submission. 


GENERAL STATEMENT 


4. We submit in respect of Transportation 
in this Province that immediate action is 
needed; 


(a) to improve services; and 
(b) to lower costs. 


5. In order to fulfil these two objectives, 
that is; 

(a) to improve services; and (b) to lower 
costs, it is necessary to reassess the flow of 
incoming, outgoing, inter and intra Provincial 
freight. 


6. The most significant factor affecting the 
livelihood of the people of this Province is 
the transportation of the bulk of incoming or 
East bound freight—in itself the major part 
of all movements. 


7. The movement of over 90% of our 
incoming, Eastbound traffic is restricted to 
two carriers—Canadian National Railways 
and Newfoundland Steamships (1965) Limit- 
ed, (Clarke Traffic Services Limited). 


8. As freight rates applicable to this Prov- 
ince are governed by what the Canadian Na- 
tional Railways may charge, there is no true 
competition—certainly not the ‘“‘vigorous com- 
petition” to which the report of the MacPher- 
son Royal Commission on ‘Transportation 
referred nor the kind of competition that 
reduces costs considerably in the Central 
Provinces. 


9. Since the Province of Newfoundland 
entered Confederation on April 1st, 1949, the 
C.N.R. has been authorized to increase freight 
rates from a base of 100 to the present level 
which is 197. (The latest authorization for 
increase became effective March 23, 1967 and 
with passage of the National Transportation 
Act. If a clause had not been inserted calling 
for a freeze in rates for two years the new 
rate would be 209). We feel that the increase 
in rates have been applied to a fuller degree 
in Newfoundland and because the C.N.R. does 
not have the same competition as elsewhere 
in Canada. Furthermore, we feel that freight 
rate increases on a horizontal basis places a 
heavier burden on Newfoundland and 
because the 97% increase applies on a more 
expensive base. For example let us assume ~ 
that the freight cost on a certain commodity 
was $12.00 a ton from Toronto to Montreal in 
1949. The freight cost from Toronto to St. 
John’s on the same commodity could conceiv- 
ably be $40.00 per ton. 
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If you apply the 97 per cent increase on 
the Toronto-Montreal shipment the additional 
cost would be $11.64 per ton whereas the 
same rate of increase on the Toronto-St. 
John’s shipment would mean an additional 
cost of $38.80 per ton. 


10. Thus vitally necessary industrial expan- 
sion is inhibited; and the climate for devel- 
opment of the potential of this Province is 
adverse; the environment created by transpor- 
tation concessions originally to enable other 
parts of Canada to fulfil their role in the 
National Economy is virtually non-existant in 


this Province, placed as it is in a position 


similar to that in the West in the 19th 
Century. 


11. A sad and costly experience during at 
least two recent Winters when about 1000 
freight cars were “backed up” from Sydney 
along the line to Truro awaiting improvement 
of ice conditions for shipment to Port-aux- 


- Basques in Newfoundland caused us to be the 
instigators of further research into the feasi- 


bility of an alternate route. 


12. Nevertheless, we feel that, bearing in 
mind the factors of capital cost, of estab- 
lished facilities at the two ports in question, 
of current employment and investment; and 
now, technology that has developed during 
the interim, we feel the time has come when 
the use of ships properly equipped to cope 
with ice conditions would solve the problem 
of continuity so important to our very exist- 
ence. If this is not economically feasible then 
we strongly recommend that freight destined 
for the East Coast of Newfoundland be di- 
verted to Halifax when ice conditions occur 


| in the Gulf. 


13. Whilst outgoing or West Bound freight 
at the moment is limited in respect of Rail 
movements, our exports generally going by 
sea, nevertheless we will have more need for 
adequate continuous low cost service across 
the Cabot Strait as our new industries 
develop. 


14. For this reason it is imperative that the 
provisions of the Maritimes Freight Rates Act 
continue to be made applicable if not 
increased until this Province in concert with 
the rest of the Atlantic region reach an 
equitable position in relation to the Nation 
as a whole. 
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15. Apart from our views and recommenda- 
tions above in respect of outgoing, including 
inter Provincial traffic, the need for continua- 
tion and extension of the provisions of the 
Maritime Freight Rates Act is vital. 


16. We have already recommended and now 
reaffirm that monies saved by the phasing 
out of the C.N.R. Branch line to Bonavista 
should be applied to improvement and paving 
of the main access road of the Bonavista 
Peninsula to the Trans-Canada Highway at 
Clarenceville. 


17. At the same time we endorse any con- 
sideration that may be given to the gradual 
phasing out of the C.N.R. Coastal service pro- 
vided that it is adequately supplemented 
in the process up to the point of actual 
replacement and that monies formerly allo- 
cated to maintain the Coastal service in the 
public interest be applied likewise to the 
development of an adequate system of trunk 
roads with attendant services. 


18. Here we inject a note of caution by 
stating that prior to the abandonment of any 
existing Public service the cost to the tax- 
payer of the alternative must be properly 
assessed to insure that whatever decision is 
taken the Public receives the best possible 
service at the lowest possible cost. 


SUMMARY 


To summarize, the position of Newfound- 
land and Labrador is that: 


(1) we are forced to cope with costly one- 
way transportation, over 2000 odd miles, of 
essential goods from the Mainland manufac- 
turing centres of Quebec and Ontario for 
which we provide a captive market. 


(2) the problem of cost and continuity of 
adequate service is compounded by carriage 
across water from the Mainland to this Prov- 
ince and within the Province—especially to 
our own Mainland of Labrador: 


(3) competition for carriage of the bulk of 
our supplies is limited to the point where 
increasing the volume as opposed to lowering 
costs takes precedence in the bid for business 
between the two carriers mainly concerned: 


(4) we are in the most vulnerable position 
of all the Provinces in respect not only of 
costs but of continuity of transportation—par- 
ticularly when ice conditions in the River St. 
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Lawrence, the Gulf, and Cabot Strait all too 
frequently prevent the passage of ships inade- 
quately equipped for the purpose: 

(5) weare less favoured by the State car- 
rier in respect of the rates authorized than are 
other Provinces that could better afford 
them—hence we bear the brunt despite our 
efforts to develop our vast latent potential as 
our contribution to Canada. 


RECOMMENDATIONS 


We strongly recommend to the Committee 
that in respect of transportation in this Prov- 
ince the Members acting corporately or in- 
dividually support our pleas for: 

(i) continuation if not extension of the 
current provisions of the Maritime Freight 
Rates Act; 

Gi) extension of the “freeze” on any further 
increases in C.N.R. rates in this region until 
after the benefits of their full application in 
more industrialized areas of Canada have 
been proven; 

Gii) introduction of better facilities for cop- 
ing with ice in the St. Lawrence to ensure 
continuity of flow of essential freight; 

(iv) re-allocation of current grants to 
C.N.R. Coastal and branch line operations 
for the purpose of extending and maintain- 
ing a system of trunk roads and attendant 
public services; 
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(v) appreciation of the fact that 2 of our 
population are centred in the Avalon Penin- 
sula which is the most Eastern part of New- 
foundland and the farthest distance removed 
from our main source of supply in Ontario 
and Quebec; 


(vi) our great concern about the new non- 
carload rate structure introduced by the rail- 
ways in September of last year, and which 
we know will add considerably to our present 
high cost of living. 

(vii) whilst our submission does not include 
a detailed report on other forms of transpor- 
tation including Trucking, Air and Steam- 
ships, nevertheless we would appreciate your 
providing us with an opportunity to discuss 
important aspects of these modes of transpor- 
tation when we appear before your 
Committee. 

(viii) we request special consideration for 
a reduction in rates on East bound freight 
either by subsidy or in some other form. If a 
subsidy is granted we strongly recommend it 
to apply to all carriers—not just to the 
C.N.R.—and in order to maintain a competi- 
tive environment which is so vital in bring- 
ing about reduced costs and improved 
services. 


John J. Murphy 
President Newfoundland Board of Trade 


Chairman Transportation Committee 
Executive Manager 


March 7, 1968 
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APPENDIX A-15 


BRIEF— 


Submitted by: 
Newfoundland Hardwoods Limited 
and 
Newfoundland Fibrply Limited 
Associated Companies 


February 10, 1968 


Shipping and Transportation in 
Newfoundland of products 
manufactured by 
Nfid. Hardwoods Ltd. and 
Nfid. Fibrply Ltd., Associated 
Companies 


Since the amalgamation of the sales and 
shipping departments of the undersigned 
companies we have been confronted with the 
problem of unable to obtain the minimum 
weight requirement necessary for mixed 
carloads. 

i.e: Doors, CL, min. 14,000 lbs.; Plywoods, 
CL, min. 36,000 lbs.; Fibrply & Sheathing, CL, 
min. 40,000 Ibs. 


This is due mainly to the inability of the 
railway equipment to handle volume suffi- 
cient for minimum weights. Because of this 
we asked the railway to consider reducing the 
minimum to 30,000 Ibs., this was refused, 
however, suggesting that we would use the 
large mainland car, which was made availa- 
ble to us. Upon experimenting with these 
cars, the door opening was not wide enough 
to allow our equipment to load them economi- 
cally or without damaging our products. To 
the best of my knowledge there was only one 
mainland car with the wide door, which we 
loaded and found it to be successful. Howev- 
er, this car was not readily available when 
required. 

Having obtained an Agreed Charge for 
Newfoundland Fibrply Ltd. some years ago 
for the shipping of wood particle board, we 
would like to suggest that this also should 
include the doors and plywoods in mixed 
cars as manufactured by our associated com- 
pany, giving us minimum weights of 30,000, 


36,000 and 50,000 lbs., unless otherwise pro- 
viding us with the necessary equipment to 
handle the 40,000-50,000 lbs. minimum. This 
has been accomplished by our competitors in 
other parts of Canada, therefore, we see no 
logical reason for refusing us this advantage. 
We believe it was never intended that New- 
foundland industry would be_ penalized 
because of the size of the rail equipment ope- 
rated here, also that advantageous agree- 
ments of mainland companies with the rail- 
way in other parts of Canada should not be 
allowed in the Province of Newfoundland. 
Consequently, we ask this Commission, on 
behalf of our companies, to suggest to 
Canadian National that necessary steps be 
taken to resolve the problem as _ stated 
above. 


Shipping outside the Province 
of Newfoundland 


Our main problem here is somewhat simi- 
lar to the one mentioned previously, because 
of the inability of the Newfoundland railway 
equipment to handle the higher minimum 
weights available to our competitors in other 
parts of Canada. Our cars can handle a capac- 
ity of 55,000 lbs. in relation to our products, 
thus leaving us with the highest minimum of 
50,000 lbs. However some steps have been 
taken to eliminate this problem in providing 
us with incentive rates particularly in the 
shipment of wood particle board (Class 27), 
whereby consolidated tonnage can be made 
up in the shipment of two cars for one. 
Another problem, perhaps of greater impor- 
tance is that generally with our competitors, 
commodity description includes the shipment 
of Boards or Sheets, faced or not faced with 
veneer, Plywood and Veneers. For us to ship 
a car to any part of Canada, it could include 
Class 27-30-33-45 and 55, minimums arranging 
from 36,000 lbs. to 50,000 Ibs. 

For example—Carload minimum 50,000 Ibs. 
From: Castor, St. John’s, Newfoundland to 
Vancouver, B.C. Wood Particle Core, Class 
27—3.42/100 lbs.; Wood Particle Core, faced 
with native veneer, Class 30—3.80/100 Ilbs.; 
Wood Particle Core, faced with value veneer, 
Class 33—4.20/100 lbs.; Plywood, faced with 
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native veneer, Class 45—5.75/100 lbs.; Ply- 
wood, faced with value veneer, Class 55— 
7.43/100 lbs.; Average cost per 100 lbs.—$4.93. 
However, a similar carload could be shipped 
from Vancouver to St. John’s at the rate of 
2.33/100 lbs. It could be said here that this 
is not a proper assessment of our problem 
because shipments from St. John’s to Van- 
couver is practically nil. We are mostly inter- 
ested in shipments to the Quebec and Ontario 
areas, where similar circumstances as the 
above mentioned, exists. For the year just 
passed we shipped approximately 125 car- 
loads, or 3000-3500 Tons—approximately 70% 
of our production to the Quebec and Ontario 
area. Even with a foreseeable increase of 20 
per cent in local sales we are still faced with 
the problem of what to do with the other 50 
per cent of our production. This must be sold 
to markets outside of the province, and in 
particular to the central areas. Better rates 
can play a very important part in keeping our 
industry growing. At this point it would be 
interesting to also mention the fact that all 
veneers to make our finished product must be 
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brought in from the Montreal, Quebec area. 
These veneers range in cost of $20.00 per 
M/sq. ft. to $50.00 per M/sq. ft. comparable 
to the finished product of 175.00 per M/sq. ft. 
to 450.00 per M/sq. ft. However, the rate on 
veneers range from 1.37/100 lbs. to 1.88/100 
lbs. coming from Montreal, going to Montreal 
the finished product ranges from .92/100 lbs. 
to 1.68/100 lbs. Here, no doubt, freight clas- 
sification, commodity description is based 
only on an uneducated guess. This is some- 
what similar to the general trucking rates in 
Nfid., whereby a carton of beans can be 
transported for the same rate as a carton of 
jewelry...providing of course, that the car- 
tons are of the same size and shape. We have 
spent considerable time and money to elimi- 
nate this confusion, but being of such small 
size in comparison with our big competitors, 
we have been completely ignored. 

In summary, we are asking only that we, 
as a small industry in size, but if I may say, 
big in our thinking, receive the same treat- 
ment accorded to our competitors in other 
parts of Canada. 


March 7, 1968 
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APPENDIX A-16 


SUBMISSION 
isnrg 
H. B. DAWE LIMITED 


This is a family owned Maritime Company 
operating wholly and solely in the East Coast 
trade of Canada, in Canadian waters with a 
direct interest in the transportation of goods 
between the Provinces of Newfoundland and 
Nova Scotia and the distribution and collec- 
tion of traffic in the area of the Eastern Ava- 
lon Penninsular of Newfoundland. We were 
the first to inaugurate a package freight deal 
in that goods shipped at the waterfront in 
Halifax were delivered to the consignee, 
within our area of operation, by this Compa- 
ny’s ships and trucks. We, therefore, elimi- 


-nated the annoyance to consignees of having 


to pick up their goods at cars or waterfront 
warehouses, or of having to hire other truck- 
ers to pick up their goods, and this was all 


_ incorporated in the ocean freight rate. 


This was, and still is, a feature of our ser- 


vice and our many customers, both shippers 


and consignees, having become acquainted 
with this service appreciate the advantages 
and have shown their interest and desire to 
participate and direct their goods through this 
channel. 


Until 1965 the operation of this freight ser- 
vice, ““Halifax—Cupids”, was in a competitive 


_ position and was showing a healthy increase 
in volume and revenue. But, due to the pres- 


sures of the National Railway system and the 


_outcrys of the large Milling Companies, the 


| 
| 


tonnage of milled flour has decreased from 


7,200 tons in 1964 to 1,700 tons in 1967. The 


loss of this tonnage to the CNR was predicat- 
ed on the fact that there was a threat of an 


all water movement of flour from the Lake- 


head into Eastern Newfoundland. The Com- 
pany, namely Robin Hood Flour Mills Lim- 
ited, which tried the all water movement 
have ceased to use this method now but the 


_agreed charges with Maple Leaf Mills Lim- 
ited are still in effect. 


In 1965 the CNR entered into an agreed 
charge arrangement with Maple Leaf Mills 


Limited by which the CNR agreed to reduce 


the all rail movement of flour into Eastern 
Newfoundland, in 100,000 lb carloads, from 
$1.75 per Cwt to $1.03 per Cwt or a reduction 
of 72 cents per Cwt. This was done during the 
last year of operation of Robin Hood’s all 
water movement and was supposedly estab- 
lished to make the Maple Leaf Mills meet its 
competitors, in price, in the market. 


The fact of the matter is that the price of 
flour never did go down by the all rail move- 
ment or the all water movement. The price 
steadily climbed and if lower freight rates 
were instituted, not one cent went into the 
pockets of the consumers but it meant anoth- 
er 72 cents per Cwt to the millers for their 
advertising programmes to further dupe the 
gullible public. Never let it be said that this 
company is not in favour of a reduction in 
freight rates or any act or agreement which 
can stimulate the economy if it can be jus- 
tified and can be of benefit to the average 
man in the street and not a burden to the 
Country to the advantage of the larger 
manufacturers. 


The CNR looked for the additional tonnage 
for the sake of tonnage alone. The economics 
of the project were cast aside, as we predict- 
ed, and the claims paid out are terrific. eg. 
The total freight revenue on a 35 ton carload 
Halifax to Cupids is $448.00. Of this 700 Cwts 
of flour we average a breakage of 6 to 8 Cwts 
which we recondition at our plant with our 
total final claim being approximately $5.50 
per carload. On the other hand, the carload of 
flour all rail to Clarke’s Beach or Bay Rob- 
erts, averages a breakage of 50 Cwts which 
the CNR sells to the consignee for half price 
on which damages the consignee makes a 
clear profit of $175.00. With a reduction in the 
freight rate of 72 cents per Cwt in 1965 anda 
claim of $225.00 on each carload lot it is our 
contention that the Canadian Taxpayer is 
paying the Milling Company, through its 
agent the CNR, an average of $1.02 per Cwt 
of flour to channel directly into the profits of 
the manufacturer. 

High unnecessary claims and lower freight 
rates cannot be entertained in our economy 
without the necessary increase in revenue or 
subsidy and it is our contention that it 
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was not to the advantage of CNR to take this 
traffic away from private operators who could 
supervise personally the movement of flour 
and prevent shippers and consignees from 
making a large profit on supposed genuine 
claims. This large National Company must 
also feel the burdens of increasing labour 
costs and increased cost of replacing facilities, 
perhaps more than a private operator, where 
every cent is spared and personal supervision 
is given in every sphere of operation. 

The direct water movement of flour is no 
longer a threat to the CNR as a loss of ton- 
nage. Therefore, the Milling Company does 
not need a special agreed charge to make 
them competitive with others in the industry 
and we say that this unfair competition be 
removed as CN now hauls this total tonnage 
either to Halifax or North Sydney. 

We have the capacity and the facilities in 
vessels, warehousing and trucks to further 
expand and give additional service to the Salt 
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Fish Exporters in Newfoundland and the gen- 
eral shippers in Eastern mainland Canada 
and we propose that shippers should be subsi- 
dized and permitted to use whichever trans- 
portation system they choose and not be 
forced by heavy subsidies to use the National 
carrier. Small private operators are being dis- 
criminated against while the freeze on freight 
rates is in effect in the Atlantic area and 
revenues are kept at one level while operat- 
ing costs and labour costs are mounting each 
year. We hope that this committee will make 
recommendations which will assist private 
operators, in this area, to successfully com- 
pete for traffic in an open, unprejudiced 
market. 


Respectfully submitted, 


H. B. Dawe Limited. 
J. W. Hillyard. 
Cupids, Nfid. 
February 13th, 1968. 


March 7, 1968 
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APPENDIX A-17 


EASTERN PROVINCIAL AIRWAYS 
(1963) LIMITED 


AND ITS ROLE AS 
REGIONAL AIR CARRIER 
IN THE 
ATLANTIC REGION 


GANDER 
February, 1968. 


HISTORICAL BACKGROUND 


Eastern Provincial Airways (1963) Limited 
is an operating company which came into 
being in 1963. At the time this airline was 
formed it took over the assets and routes of 
Eastern Provincial Airways and Maritime 
Central Airways, and the merged entity was 
named Eastern Provincial Airways and Mari- 
time Central Airways became non-operating 
companies. 

Eastern Provincial Airways Limited was a 
Newfoundland company incorporated on 
March 10, 1949. The company commenced 
operations in St. John’s, Newfoundland, and 
remained there until 1954 when operations 
were moved to Gander. 

Between the years 1949 to 1960 the compa- 
ny was essentially a “bush” operator. 'That is 
to say, the airline offered non-scheduled ser- 
vices throughout Newfoundland and Labrador 
using, for the most part, small single engine 
aircraft on a charter basis. However, from as 
early as 1950 the airline also had Provincial 
and Federal Government contracts for the 
‘provision of air ambulance services, air mail 
services and other Government air transpor- 
tation services. Many of these contracts have 
been continued to this day and, over the 
years, other continuing contracts for cable 
Patrols, water bombing of forest fires and 
helicopter services have been added. Follow- 
‘ing a decade of experience in aircraft opera- 
jtions in Newfoundland and Labrador, the air- 
line was awarded a contract in 1959 by the 
Royal Greenland Trade Department for the 
provision of air services in Greenland. This 
contract gradually grew in scope over the 
years and involved the use of two Canso air- 
craft during the summer months and two 


Otter aircraft throughout the whole year when 
it was terminated in June of 1965. The 
contract was terminated after the Danish 
Authorities inaugurated their own helicopter 
services in Greenland. 

After some eleven years of experience in 
“bush” aircraft operations, the company 
decided in 1960 to expand its services to 
include scheduled airline services. This deci- 
sion was made because of the rapid develop- 
ment of the Iron Ore and Hydro-electric 
resources of Labrador and the expanding 
public need for local airline services on the 
Island of Newfoundland. Thus, in 1960 fol- 
lowing a hearing in St. John’s, EPA gained 
Air Transport Board approval for the inaugu- 
ration of Class 2 scheduled air services from 
the Island of Newfoundland to Twin Falls 
and Wabush, Labrador. The Air Transport 
Board decision also made it possible for EPA 
to provide air service between St. John’s, 
Gander and Deer Lake. The services were 
inaugurated in July, 1961, and flights are now 
operated regularly on this route as well as 
others. 

In western Newfoundland, the airline pro- 
vides scheduled service to Deer Lake airport. 
This is because Deer Lake is the centre link- 
ing important and expanding communities on 
the west coast. Deer Lake is used also as a 
terminal for incoming feeder service to con- 
nect with the airline’s scheduled services. In 
western Newfoundland the company has a 
base at South Brook and Deer Lake with 
facilities for float and/or ski-equipped air- 
craft for charter operations. 

One of the more important facets of EPA’s 
operation through the years has been its win- 
ter mail service throughout the Province. The 
big delivery begins each year when the coast- 
al boat services are discontinued for the peri- 
od of freeze-up. This usually takes place in 
mid-November for Labrador and in early 
December for Northern Newfoundland. Using 
Otter and Beaver aircraft, as well as helicopt- 
ers, the job is to fly mail to and from dozens 
of small communities in the Province. The 
flying is often done under severe conditions 
and requires highly skilled bush pilots. EPA 
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schedules hundreds of mail flights during a 
typical winter season and deliveries run to 
hundreds of thousands of pounds. Peak year 
for mail service was 1959 when the company 
served as many as 47 outposts and distributed 
over 800,000 lbs. of mail. 


EPA’s air ambulance service is another 
interesting and very essential facet of the 
company’s diversified operation. The service 
is operated in conjunction with the Provincial 
Department of Health and the International 
Grenfell Association. Thousands of patients 
are carried from the outpost settlements each 
year by plane to the hospitals in the larger 
centres. The company’s on-the-spot turnout 
for all emergency calls has actually saved 
hundreds of lives during the years. In most 
cases the patient is transported by air to the 
nearest hospital, but in some instances doc- 
tors and nurses have been rushed to out-of- 
the-way settlements for emergency service. 


Fire is the greatest threat to the forests of 
Newfoundland and Labrador, and it is in the 
sphere of fire fighting that EPA plays a major 
role. The company has a continuing contract 
with the local government under which it 
operates PBY Canso water bombers for forest 
fire control. Each aircraft is equipped with 
an 800 gallon tank.. To fill. the tank, the 
aircraft skims along the surface of a lake, 
scoops up the water and fills the tank to 
capacity within 20 seconds. The whole load 
can then be dumped on a fire in approxi- 
mately one second. EPA’s entire fleet of bush 
aircraft is on the alert during periods of 
extensive forest fires for the transportation 
of fire fighting crews and the evacuation of 
threatened communities. 


In the sping of 1963, the company inaugu- 
rated prop-jet services in Newfoundland and 
Labrador with a substantial time saving to 
the travelling public. The year 1963 was also 
of great significance to the airline for it was 
in that year the company merged with Mari- 
time Central Airways to create the new East- 
ern Provincial Airways. 


Maritime Central Airways had been an 
operating company for some twenty years. It 
provided local air service in Prince Edward 
Island, New Brunswick and Nova Scotia. Ad- 
ditionally, MCA operated passenger services 
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from the Island of Newfoundland to Goose 
Bay and cargo services from the mainland to 
Labrador. 


The basis for the merger was economic. 
Both airline managements realized that the 
Atlantic Provinces could not support two 
regional air carriers. Accordingly, in an effort 
to create a more viable regional air carrier, 
the two airlines were merged in 1963 to 
become Eastern Provincial Airways (1963) 
Limited. 


THE CONTRIBUTION TO 
THE ATLANTIC REGION 


Eastern Provincial Airways has been desig- 
nated a Regional Carrier and defines the At- 
lantic Region as the four Atlantic Provinces 
plus the Magdalen Islands. A very large 
expenditure in resources of all description 
over the past 25 years has been made by the 
Company in developing Air Services and 
serving the needs of the public in the Mari- 
times, most particularly Prince Edward Is- 
land and the Magdalens where the waters of 
the Gulf make air transport a most impor- 
tant, if not a vital need. Services between 
mainland points in the Maritimes were 
instituted in early years and succumbed to 
competition from surface transport or the Na- 
tional Carrier. 


In the past fifteen years equal or more 
strenuous efforts have been made to meet the 
needs for Air Transport in Newfoundland and 
Labrador with particular emphasis on Goose, 
Labrador City and now Churchill Falls. Here 
the water and wilderness barriers have made 
aircraft more vital than ever to the develop- 
ment of the region. The Hon. J. R. Smallwood 
publicly stated that if there had been no Re- 
gional Carrier his Government would have 
been forced to form one in order to maintain 
communications between the Island and the 
remote points in Labrador. 


The airline is investing substantial sums in 
training programs for mechanics, pilots, 
supervisory and management personnel. The 
skills necessary in the pilot and engineering 
trades are in short supply and the scarcity 
will become more acute in the next few 
years. Although the airline takes considerable 
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pride in the results of its training program, 
much greater sums will be necessary very 
soon. 


Region 
Nfld. & Labrador 
New Brunswick 


Nova Scotia 
PFI, 
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In 1967 the airline carried 108,398 passen- 
gers and flew a total of 1,806,560 miles on 
scheduled services for a combined figure of 
28,112,622 passenger miles. The freight, mail 
and express last year amounted to 2,654,376 
ton miles. 


The operating revenues for the year were 
$7,255,611 dollars and the operating expenses 
were $7,691,815. With miscellaneous non- 
interest expenses 
added the net loss was $610,832. The audit for 
the year has not been completed but the final 
figures will be only slightly different. 

The net result is very similar to the previ- 
ous year’s result. The charter and bush oper- 
ations show a substantial profit and the losses 
are attributable to the scheduled freight and 
passenger services. This has been the trend 
for several years. It is the contention of East- 
ern Provincial Airways that it is a practical 
impossibility for a carrier providing local ser- 
vices and scheduled developmental services to 
break even. This is because such a carrier 
experiences inherent disadvantages in all 
aspects of the economic equation: operating 
on the high point of the direct operating cost 
curve; having passenger yields which are too 
low to absorb direct costs and leave sufficient 
funds to absorb the indirect costs; operating 
low density routes with resulting low load 
factors on short stage lengths. 


REGIONAL AIR CARRIER POLICY 


The Federal Government has long recog- 
nized the problems of the Air Carriers and 
after lengthy and involved studies has enun- 
ciated policies for the two trunk and five 
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One illustration of the direct contribution 
to the economy of the Atlantic Region is tab- 
ulated below: 


Materials, 

Salaries Supplies 

Total & Wages & Services 
4,714,400 $ 2,364,400 $ 2,350,000 
1,086,300 606,300 480,000 
106,700 26,700 80,000 
166,200 46,200 120,000 
1,029,400 48,400 981,000 
375,000 — 375,000 
$ 3,092,000 $ 4,386,000 


Regional Airlines. Circulars 61/66 and 62/62 
issued by the Air Transport Board in Octo- 
ber, 1966, spell out the Subsidy Policy and 
the Regional Aviation Policy in detail. There 
are, however, a number of points of policy 
still undefined or not yet clear. 

In the Subsidy Policy Statement just 
referred to the following words are used: “A 
limited policy of temporary subsidies will be 
introduced.” This must be taken literally and 
it implies that a Regional Carrier requiring 
subsidies must take early steps to establish 
new routes or acquire one or more routes 
from the Trunk Carriers which will offer an 
opportunity to earn a return that will make a 
subsidy unnecessary. This in turn implies that 
the Regional Carrier will cross subsidize 
uneconomic routes with profitable ones con- 
trary to modern economic thought. 

The Regional Aviation Policy states: “Re- 
gional Carriers will provide regular route 
operations into the North and will operate 
local or regional routes to supplement the 
domestic mainline operations of Air Canada 
and Canadian Pacific Air Lines Ltd; they will 
be limited to a regional role.” In the Atlantic 
Region there are very few if any purely 
regional routes which are profitable because 
of the inherent characteristics already men- 
tioned of low yield, low traffic density and 
short stage lengths. Any transfer of such 
routes to a Regional Carrier is likely to add 
to the economic burden. 

The Policy Statement also said the Air 
Transport Board (now the Air Transport 
Committee) will bring forward its specific 
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recommendations on regional route transfers 
and the procedures, therefor, following the 
determination of the relative participation of 
Air Canada and Canadian Pacific in domestic 
trans-continental operations. Specific recom- 
mendations have not yet been made public. 

In the meantime, and because of applica- 
tions made by Quebecair to serve Bathurst 
and Nordair to serve Churchill Falls, both in 
the Atlantic Region, it has become necessary 
for E.P.A. to make application for a route 
Charlottetown, Bathurst, Montreal and Goose 
Bay, Churchill, Montreal in order to defend 
its position as the Regional Carrier. This is in 
advance of the promulgation of the further 
policy definitions which are so very necessary 
for orderly development. The addition of 
these two routes would strengthen the posi- 
tion of Eastern Provincial Airways very sub- 
stantially although they will not put the air- 
line on a self-supporting basis at least for 
some time. 

The Statement of Principles on Regional 
Aviation Policy tabled in the House of Com- 
mons by the Minister of Transport on Octo- 
ber 20, 1966, refers to the possibility of spe- 
cial all cargo services for Regional Carriers 
and in its Circular the Air Transport Board 
says it will issue criteria for such services. 
The McPherson Royal Commission in Decem- 
ber, 1961, recommended that “every encour- 
agement and assistance should be given any 
firm willing and able to offer an all-cargo 
service from the Mainland to Newfoundland.” 
The recommendation refers to air cargo. The 
Economist Intelligence Unit in the “Atlantic 
Provinces Transportation Study” concludes 
that in the case of Newfoundland subsidies 
are necessary on transport cost but they 
should be made non-discriminatory and paid 
on all transportation modes. Further conclu- 
sions were that overnight air delivery and the 
advantages of air cargo to shippers were fac- 
tors favouring an air cargo service although a 
real breakthrough depended upon very large 
aircraft for which there was not yet sufficient 
traffic. 

Although the uni-directional flow in traffic 
is a very difficult problem, Eastern Provincial 
Airways contends that there is a role for spe- 
cialized air cargo service in the Atlantic Re- 
gion. One such type of service is the carriage 
of all the mails other than the first class mails 
now carried on Air Canada. Approximately 
20,000,000 pounds of second, third and fourth 
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class mail enters Newfoundland annually 
from the Mainland and the volume increases 
steadily each year. This traffic could be trans- 
ported by air and when subsidies are equita- 
bly distributed the cost would not be greater 
than the costs for current surface transport. A 
saving in delivery time of three or four days 
could be achieved between Montreal/Ottawa 
and Newfoundland points for greater public 
convenience. 


Each Regional Carrier will have to have 
access to a large market if it is to become 
economically viable. In the case of Eastern 
Provincial Airways this market is Montreal 
and the access is Goose to Churchill to Mont- 
real and Charlottetown to Bathurst to Mont- 
real. The route through Northwestern New 
Brunswick is a new one not presently served 
and, therefore, falls within the Regional Poli- 
cy. The route through Churchill is a develop- 
mental route but in part at least it is served 
by Air Canada and requires a policy deci- 
sion regarding the possible transfer to the 
Regional Carrier. 


If the policy finally declares that Regicnal 
Carriers will be confined to purely local ser- 
vice routes, the subsidies will become perma- 
nent rather than temporary. The local ser- 
vices are vitally necessary in some areas and 
perform desirable socio-economic functions in 
others. The answer lies in a proper mix of 
Regional Air Carrier services between the 
purely local very short haul and the longer 
haul regional operations serving the remote 
areas of development and entering the large 
market areas. 


Until the mix of services is clearly defined 
it is not possible to determine what type of 
aircraft should be used. Because of the effici- 
encies which can be achieved leading to very 
substantial economies in unit costs, E.P.A. has 
been giving very close study to the medium 
range jets for the longer routes now existing 
or proposed. At the same time this airline has 
been giving close study to turbine propellor 
aircraft with shorter range and smaller capac- 
ity for the local services which will connect 
with the trunk routes. All of this poses the 
eventual problem of financing equipment 
needs of this type. The Government has not 
made any public announcements on the prob- 
lem although it is understood that some study 
has been given to it. . 
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SOCIO-ECONOMIC SERVICES 


The airline has operated and continues to 
operate services for socio-economic reasons 
and there is a demand for more of this type 
of service from time to time. In nearly every 
case there is no airport or very limited facili- 
ties in the community or the area to be 
served. Very often the construction of suita- 
ble landing areas and associated ground aids 
to navigation is prohibitively costly and as a 
result the service has been denied. 


Marystown in Newfoundland, the site of a 
very substantial industrial development, is 
one community in this category. Costs for an 
airport fully equipped to handle conventional 
aircraft would undoubtedly exceed $1,000,000. 
The answer lies in the STOL aircraft which 
require landing areas with minimum dimen- 
sions and consequently very much less in capi- 
tal costs. The Twin Otter designed and manu- 
factured by De Havilland in Canada is such 
an aircraft. The first cost is high and as a 
result a very high passenger yield is neces- 
sary to recover the investment. The Govern- 
ment could make this investment in aircraft 
rather than airport property for an overall 
Saving and, assuming the rate of return was 
no greater for the aircraft than the airport, 
the flying cost could be reduced so that rea- 
sonable fares acceptable to the public could 
be charged. 


St. Anthony has a three thousand foot grav- 


_ el strip which serves the Northern Peninsula 


of Newfoundland. It is 90 degrees from the 
prevailing winds which very frequently exceed 


_ the cross wind landing limits for DC-3 air- 


craft. The flight schedules are badly disrupted 
and operational reliability is very poor 
because of this factor. A second runway 
would have to be constructed over a muskeg 
at a very high cost. Public convenience and 
need require reliable air services and the 
most economical answer is some _ public 


| investment in STOL aircraft. 


The same aircraft could be used on many 


. other local services even though the STOL 
| capabilities might not be required in all cases. 
| In the United States the Twin Otter has been 
| Zaining a wide and rapid acceptance in the 
_ So-called commuter services which feed into 
_ the trunk lines at the major airports. Similar 


Operations are needed in the larger Canadian 
metropolitan centres and the aircraft could be 
used in the shuttle or local services around 
the Maritime Provinces when that part of the 
Regional Policy becomes clearer. 
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Government financial assistance for the 
Twin Otter might be provided in several 
ways: 

(i) Guarantee by the Government of 
equipment loan and _ interest (at low 
interest rates) up to a certain maximum 
(say $2 M) and a minimum period of 7 
years. A very successful plan along these 
lines was instituted by the U.S. Civil 
Aeronautics Board in 1957 to assist the 
thirteen U.S. Local Service airlines to 
replace old DC-3’s with modern aircraft. 

(ii) Acquisition of the equipment by the 
Government with a lease-purchase agree- 
ment whereby the operator could pur- 
chase the equipment at the end of say 7 
years or at any stage during the term of 
the agreement. 

(iii) On routes where it was agreed by 
the Air Transport Board that service is 
(a) marginal, (b) could be developed on a 
profitable basis with suitable equipment, 
(c) required subsidy during a develop- 
mental period, an arrangement whereby 
the Government in lieu of subsidy might 
purchase and give to the carrier con- 
cerned a Twin Otter to be operated on 
the prescribed routes in an agreed man- 
ner. If the carrier was able over a rea- 
sonable period to eliminate the subsidy, 
a formula could be worked out to enable 
the operator to purchase the aircraft at 
an agreed price. 

(iv) The Government might consider 
granting waiver of royalty on both the 
aircraft and United Aircraft of Canada 
PT-6 engine, both these developments 
having been partially funded through D 
of I and D.D.P.? 

(v) The Departments of Transport and 
Industry might establish a joint “equip- 
ment purchase fund” from which money 
could be loaned to qualified Canadian 
carriers for the purchase of Twin Otter 
aircraft at the same interest rates enjoyed 
by Air Canada. 


Eastern Provincial Airways has been bur- 
dened for some time with excessive costs in 
the maintenance and operation of airports in 
the Atlantic Region. This arises from the De- 
partment of Transport policy whereby an 
agreement is entered into with the local com- 
munity to operate and maintain a local air- 
port constructed out of public funds to De- 
partment specifications. The community is 
entitled to subsidies which will recover all its 
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costs but the elected representatives are 
changed and interest in the airport fades par- 
ticularly when it is determined there is no 
direct revenue to the town. Administrative 
and management abilities are frequently lack- 
ing and local rivalries or jealousies intrude 
upon the operation. In the end the airline 
having the greatest use for the airport is sad- 
dled with the burden and without recourse to 
the Department of Transport for aid. 


This airline has had the same experience at 
several airports in the past, but is now bur- 
dened heavily with the responsibilities at St. 
Anthony. In 1967 the number of passengers 
that moved through the airport on schedules 
services totalled 2623. It has been necessary 
for E.P.A. to establish lights and a lighting 
plant, a radio beacon and a small terminal 
building in addition to snow clearing and 
runway maintenance. 

In our view there is nothing at all to be 
achieved in insisting that the Municipality of 
St. Anthony honour and carry out their 
agreement with the Department. If the 
investment in public funds is to be protected 
properly and further development of the 
facility achieved in the interest of the public 
at large and in the development of the area, 
the D.O.T. should assume full responsibility. 
It should be pointed out that the airport 
serves all the communities in the area and 
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not just St. Anthony. Once having assumed 
the responsibility for the entire operation the 
Department could contract for the work to be 
done. 


SUMMARY 


In order to reasonably plan for further 
route development, equipment needs and 
financing, Eastern Provincial Airways needs 
to know: 

G) What routes will be opened up in 
the Atlantic Region. 

Gi) What will be the mix between long 
range regional and local service routes in 
the Atlantic Region. 

(iii) What are the routes that may be 
transferred from the Trunk Carrier. 

Giv) What are the criteria for special 
all-cargo services. 

(v) What assistance will be given in 
financing new aircraft. 


The airline recommends that a policy of 
financing aircraft in lieu of airports should be 
examined for application in those areas where 
there would be overall economies accruing to 
the Government. The airline recommends a 
complete review of the D.O.T. policies on 
local and municipal airports served by 
shedules or regular air services. 
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APPENDIX A-18 


BRIEF 
BY 
SPRINGDALE CHAMBER OF COMMERCE 
February 1968 


The Springdale Chamber of Commerce 
endorses in entirity the brief submitted by 
the Newfoundland Board of Trade, and sup- 
ports the Central Newfoundland Chamber of 
Commerce on their recommendations. The 
problem of transportation in the Springdale 
area is to some extent in a different category 
not being on a direct rail line or being ser- 
viced by Clarke Traffic Services. 


We recommend and request that the subsi- 
dized Clarke Traffic Services to Botwood, and 
by truck delivery to points in Central New- 
foundland, be extended to include Springdale, 
which is only twenty miles further from 
Botwood by truck, than is Gander. The 
Springdale area at present receives no benefit 
from this subsidized mode of transportation. 


Further recommend that suitable facilities 
be established by the CNR at Springdale, to 
provide the express freight services by CNR 
truck to Springdale from Badger, Nfid. 

We would like to emphasize the vital 
importance of Badger CNR Station to the 
Green Bay and White Bay areas, including 
Springdale, and Mining areas adjacent to 
Springdale. 

There is a pronounced shift of the great 
bulk of freight from CNR coastal service in 
this area, to CNR rail to Badger. In excess of 


250 carloads of a variety of commodities for 
business and mining interests terminated 
there in 1967, plus all L.C.L. and express 
freight and approximately 1800 to 200 car- 
loads of pulpwood was shipped from there in 
1967. 


We believe it to be economically feasible, 
and desirable, that a portion of the current 
grants to the CNR Coastal, and branch line 
operations, now being phased out, be re- 
allocated for the purpose of providing facili- 
ties at Springdale, and extend express freight 
services by CNR ‘Truck from Badger to 
Springdale Area. 

Better control of disparity in freight rates 
by CNR and have rates published and availa- 
ble on request of any business. To effect more 
control by CNR over freight being damaged, 
due to careless storage and handling and 
tighter control on pilferage. 

Recommend that CNR rapidly convert to 
containerized freight of containers of approxi- 
mately 20’ z 8’ x 8’ which can be hauled by 
rail, ship, or truck, and provide facilities at 
ports of entry and departure to handle same. 
This would cut damage and pilferage to a 
minimum, and_ shorten’ delivery’ time 
considerably. 

On the whole problem it is essential that 
there be close liaison between government, 
business and transportation companies. The 
Maritime Transportation system, Newfound- 
land in particular, must be improved, and 
teamwork between these three will be needed 
to solve many of the problems involved. 
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APPENDIX A-19 


NEWFOUNDLAND ASSOCIATED FISH 
EXPORTERS, LIMITED 


ST. JOHN’S Newfoundland. 
February 9th., 1968 


Standing Committee 

On Transport & Communications, 
House of Commons, 

Ottawa 


Gentlemen: 

It would be appreciated by this Association 
if your Committee would give attention to 
the situation of the Dried Salt Fish Industry, 
insofar as its problems are concerned with 
transportation to the Caribbean area and 
South America. 

A substantial part of the production of 
Newfoundland Dry Salt Fish is marketed in 
the Caribbean and South America, but due to 
ocean going ships loading only at such ports 
as Montreal, Halifax or St. John, N.B., we 


have to transport all of our shipments des- 
tined for the Caribbean and South America to 
the aforementioned Mainland points for 
transshipment. This adds tremendously to 
freighting costs and puts the Newfoundland 
exporter at a substantial disadvantage with 
exporters in the Maritime Provinces where 
the ocean-going ships are loading. 

At a meeting of this Association, it was 
decided to ask your Committee’s considera- 
tion and put forward the suggestion that 
assistance is justified, either by subsidy direct 
to exporters or through the carriers of the 
cargo. 


We would be pleased to appear before your 
Committee when it is sitting in St. John’s. 


Yours very truly, 


NEWFOUNDLAND ASSOCIATED FISH 
EXPORTERS, LIMITED 


MANAGER, 
(F. A. J. Laws) 


Ss gy er 


——<—<——< 
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APPENDIX A-20 


BRIEF 
on 


behalf of the constituents of the Electoral 
District of Bell Island by Steve Neary, 
M.H.A., Bell Island. 


It is respectfully submitted that: 

WHEREAS Bell Island, a hard-wording happy 
community of over 14,000 persons until 
1959, became an economic disaster area 
as a result of the arbitrary decision of the 
management of its major industry com- 
mencing in that year; and that 


WHEREAS, through the combined efforts of 
Federal and Provincial governments, 
some 8,000 of these inhabitants have been 
relocated in employment situations else- 
where in Canada, there still remain geo- 
graphically and economically marooned a 
hard core of non-transplantable 6,000 per- 
sons; and that 


WHEREAS Federal, Provincial, and Canada 
Manpower authorities agree that this 
present 6,000 population represents a per- 
manent total of inhabitants without any 
prospects for present or future business 
or industrial employment on the Island; 
and that 


WHEREAS the Federal and Provincial Gov- 
ernments and the Premier of Newfound- 
land and the Member of the House of 
Assembly for Bell Island have reached a 
blind alley in every effort to re-establish 
the Dosco mine or to bring a new in- 
dustry to the Island; and that 


WHEREAS it is the isolation of the Island 
from the sub-continent of Newfoundland 
and the heavy expense of ferry service 
that prevents potential wage-earners 
among the 6,000 Bell Island population 
from securing off-Island employment or 
in-job training; and that 


WHEREAS, even with the present approxi- 
mately $3,000,000 annual subsidization by 
the Federal Government of the Bell Is- 
land ferry service, the fare schedule is 
too high for Bell Island people to travel 


regularly from the Island—an additional 
handicap for people who are least able to 
afford any added handicap, the people 
with the lowest income among the people 
of the province with the lowest average 
income in Canada; and that 


WHEREAS the cost of transportation of goods 
and materials necessary to life, plus the 
added percentage mark-up by Island 
retailers combine to place the cost-of-liv- 
ing at 25-30% higher for residents of Bell 
Island who are captive customers of Is- 
land retailers because of inability to trav- 
el to the main Island of Newfoundland 
without a heavy incubus of expense; and 
that 


WHEREAS until some permanent solution to 
the isolation of Bell Island is reached 
through the building of a causeway, a 
bridge, or a tunnel, the ferry service 
must continue at an increasing cost to the 
Federal Government because of the 
shrinking number of those able to use the 
ferry; and that 


WHEREAS this isolation can result in noth- 
ing but capital depreciation of valuable 
private and government capital assets on 
the Island (schools, hospital, etc.); and 
that 


WHEREAS isolation of the population can only 
increase from year to year the constant 
increase of welfare expenditures unless 
the population of Bell Island is given the 
chance to rehabilitate themselves eco- 
nomically by commuting to employment 
where employment exists; the only 


SOLUTION to the existing problem with its 
manifold adverse economic and morale 
implications is for the Federal Govern- 
ment to follow to its natural conclusions 
the principle involved in its present par- 
ticipation of ferry service from Bell Is- 
land to the sub-continent of Newfound- 
land, and provide free ferry service for 
evey Bell Islander resident properly 
indentified as such. 
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It is further submitted that: 
—such ferry service is a moral obligation 


of relief rolls simultaneously with the 
addition to the Federal Treasury of taxes 


of a government that did in the past 
benefit from the taxes of the company 
whose disastrous decision placed Bell 
Islanders in their present unfortunate 
plight as well as from the taxes paid by 
those employee Bell Islanders themselves; 
and that 


—such ferry service will open up opportuni- 


ties of employment to able-bodied Bell 
Islanders making possible the curtailling 


on the incomes of these thus rehabilitat- 
ed; and that 


—immediate action is urgent to avoid fur- 


ther spiralling of the costs of keeping 
large numbers of Bell Islanders in 
enforced non-productivity, and further 
erosion of the morale of the adult popula- 
tion with its possible contagion on the 
young. 


Bell Island, 
Stephen A. Neary, M.H.A. 


22 
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APPENDIX A-21 


BRIEF 
submitted by 
BOWATERS NEWFOUNDLAND LIMITED 


Gentlemen: 


In submitting this brief we ask your indul- 
gence for the paucity of statistical data, 
advancing in explanation the shortness of the 
time allotted for its preparation. Also for the 
same reason our observations must be 
confined to the particular interests of this 
Company insofar as they may be affected by 
your deliberations. 


Pulpwood Movement 


Your terms of reference as we understand 
them empower you to examine a wide range 
of transportation problems in all the Atlantic 
Provinces but we shall speak mainly of 
freight rates for pulpwood in carload lots for 

delivery to Corner Brook from various points 
in Newfoundland, the two most important of 
which are Glenwood and Jeffreys. It should 
be noted that the 130,000 cords of pulpwood 
from Glenwood that our Mill in Corner Brook 
consumes every year consist almost entirely 
of spruce and are practically the only source 
of spruce we have. It may not be generally 
known that between 35% and 40% of the 
pulpwood supplied to the Mill must be spruce 
if the quality of our newsprint production is 
to remain competitive. At Jeffreys, on the 
other hand, the planned annual cut of 150,000 
cords of fir is designed to salvage timber 
_ infested with the hemlock looper. 

The volume of our pulpwood movement by 
rail is shown by the following tables: 


Year Cars Revenue 

1965 . 12,804 $1,079,940 

1966 .. 14,765 L270572 

1967 .. 11,034 948,028 

1968 . 16,000 . 
(estimated) 


More than half the cost (about 52%) of 
-pulpwood delivered to Corner Brook consists 
of transportation charges. Of the total 449,000 
cords consumed by the Mill 280,000 will be 
Carried by rail this year. In respect of most of 


this pulpwood alternate means of transport 


simply do not exist. These facts alone illus- 
trate the importance of rail freight charges to 
this Company. 

It should be noted that in 1967 the power 
shortage and market conditions reduced 
newsprint production at the Mill with conse- 
quent lower consumption of pulpwood. 


Maritime Freight Rates Act 

It is reliably estimated that the abolition of 
the subsidies under the Maritime Freight 
Rates Act would increase the cost of pulp- 
wood delivered to Corner Brook by ninety- 
eight cents a cord or an additional annual 
cost of $275,000 (based on this year’s cut). In 
addition the 20% increase would add nearly 
$5,000 to the freight charges for sending 
approximately 2,000 tons of newsprint paper 
from Corner Brook to the Evening Telegram 
in St. John’s and about $4,000 more for bring- 
ing cores, wrapper, salt etc. to Corner Brook 
from various places in the Maritimes. 

The three major recommendations regard- 
ing the Maritime Freight Rates Act which 
were made by the Royal Commission on 
Transportation in 1961 (the MacPherson Com- 
mission) are no doubt familiar to you. We 
trust, however, that the Atlantic Provinces 
Transportation Study made by the Economist 
Intelligence Unit in 1967 will have equal 
influence with you. This study, while conced- 
ing that the Maritime Freight Rates Act 
introduced distortion and inefficiency into the 
transport market disagreed that the subsidies 
under the Act should be withdrawn as recom- 
mended by the MacPherson Commission and 
asserted instead that “in the best interests of 
the Newfoundland economy the subsidies now 
granted to rail traffic between the island and 
the mainland should be extended to all 
freight, whatever the mode by which it 
travels.” 

Even when the MacPherson Commission in 
1961 recommended (i) that the subsidy on 
movements within select territory should be 
withdrawn, and (ii) that the subsidy on move- 
ments out of select territory should be 
extended to cover all modes of transport, it 
still recognised that a distinction should be 
made in the case of Newfoundland by its 
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third major recommendation, i.e. that the 
subsidy on movements within Newfoundland 
and between Newfoundland and the Mari- 
times should be maintained for ten years 
after which it would be reviewed again. This, 
it is submitted, is an admission, undoubtedly 
correct but perhaps for the wrong reasons, 
that the Maritime Freight Rates Act should 
continue to apply to Newfoundland. 

It might be noted here that while the total 
subsidy under the Maritime Freight Rates Act 
amounts to over $14,000,000, less than $2,000,- 
000 are attributable to intra-provincial traffic 
in Newfoundland. 


Terms of Union 

The reason for the existence of the Mari- 
time Freight Rates Act is to be found 
primarily in the obligations surrounding the 
entry of the Maritime Provinces into Confed- 
eration although it is admitted that it is not 
based on a Confederation pledge to those 
Provinces at that time. Nevertheless, the 
extension of the Maritime Freight Rates Act 
to Newfoundland was a Confederation pledge 
which is still valid and an obligation to New- 
foundland interests. We respectfully submit 
that a continuing benefit to Newfoundland 
was intended rather than the mere amend- 
ment of the Act (which could be just as easily 
repealed). To hold otherwise would distort 
the intent of Term 32 of the Terms of Union 
of Newfoundland with Canada which is quot- 
ed here fully for your convenience while 
drawing your attention particularly to para- 
graph (3). 

“32. (1) Canada will maintain in accord- 
ance with the traffic offering a freight 
and passenger steamship service between 
North Sydney and Port aux Basques, 
which, on completion of a motor highway 
between Corner Brook and Port aux 
Basques, will include suitable provision 
for the carriage of motor vehicles. 

(2) For the purpose of railway rate 
regulation the Island of Newfoundland 
will be included in the Maritime region 
of Canada, and through-traffic moving 
between North Sydney and Port aux 
Basques will be treated as all-rail traffic. 

(3) All legislation of the Parliament of 
Canada providing for special rates on 
traffic moving within, into or out of, the 
Maritime region will, as far as appropri- 
ate, be made applicable to the Island of 
Newfoundland.” 
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It would seem that some consideration 
would have to be given to the constitutional 
aspects of any proposed change affecting 
Newfoundland’s position vis-a-vis the Mari- 
time Freight Rates Act. 


Trucks 


The development of road facilities is so 
obviously desirable from many points of view 
that it requires no argument in support. Such 
roads would conceivably open up areas for 
pulpwood which would be trucked to rail 
points for delivery to Corner Brook. Trucking 
costs however are extremely high in New- 
foundland. For pulpwood the cost is twenty 
cents per cord-mile compared with ten cents 
in Nova Scotia and New Brunswick and else- 
where in eastern Canada. Authority for this is 
the Forestal Forestry and Engineering Limit- 
ed “Assessment of Woodlands Operations of 
Bowaters Newfoundland Limited”. We quote 
Item 22 of the summary of that report; “Com- 
pany trucking experienced during 1966 indi- 
cates a unit cost of some twenty cents per 
cord-mile of haul compared with ten cents 
per cord-mile attained elsewhere in Canada.” 


It is our firm conviction based on experi- 
ence that a forty-mile radius is the maximum 
tolerable economic trucking distance for pulp- 
wood under existing road conditions and 
highway regulations. Obviously present costs 
are known to us and direct costs resulting 
from the abolition of the Maritime Freight 
Rates Act are ascertainable. It is urged that 
indirect costs would also be incurred by rea- 
son of increased trucking charges which 
would follow any increase in rail freight 
charges. These must, of course, be a matter 
for speculation. Nevertheless since our pulp- 
wood operations involve both trucking and 
rail transportation, increased rail costs, which 
in themselves would almost be _ ruinous, 
would undoubtedly be accompanied by an 
inordinate increase in trucking costs. The 
importance of rail freight rates must there- 
fore be stressed with more than _ usual 
emphasis—whether or not more and better 
roads are developed. 

Any temptation to consider the abolition of 
the rail freight subsidies and the application 
of these funds to build and maintain trunk 
road systems must be resisted in the best 
interest of the economy. No doubt good argu- 
ments can be adduced in this respect but we 
submit that alongside the irreparable damage 
to the newsprint and other industries these 
arguments must necessarily pale into 
insignificance. m) 
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Future Industrial Development 


Newfoundland seems to be on the threshold 
of industrial development and expansion. To 
what extent new industries would be adverse- 
ly affected by higher freight rates is of course 
something we cannot estimate here. While it 
is a moot point that freight rate subsidies 
were intended to encourage industrial devel- 
opment everyone will agree that such devel- 
opment will be retarded by higher freight 
rates. In this connection we quote once more 
from the Atlantic Provinces Transportation 
Study of the Economist Intelligence Unit in 
relation to another important industry in 
Corner Brook. 


“With freight costs for cement produced 
in Newfoundland being a large percent- 
age of the cost of manufacture, it is 
important to keep rail rates for this pro- 
duct as low as possible. The price of 
cement in Newfoundland is effectively 
regulated by competition from the United 
Kingdom and Mainland Canada, and the 
price of cement produced at Humber- 
mouth has not risen since 1952. This has 
resulted in enormous pressure on mar- 
gins, and any rise in rail freight charges 
would possibly force the plant to cease 
operations at Corner Book.” 


The foregoing refers, of course, to North 
Star Cement Limited. Atlantic Gypsum Limit- 
ed also would seem to us to be in precisely 
the same case. We mention these Corner 
Brook industries specifically but we urge con- 
sideration of industries now being established 
/ or in prospect such as the plants at Long 
Harbour and Come-by-Chance. 


Telephone Communications 

The requirements of a fast-growing popula- 
tion and changing ways in Newfoundland 
| make it almost imperative to have proper and 
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efficient communication media. It is not a case 
of improving existing facilities, where old 
equipment could serve until the new is ready. 
By and large it is a case of providing the best 
modern equipment where none exists now. 

Telephone services are provided by Avalon 
Telephone Company Limited and Canadian 
National Telecommunications. Broadly speak- 
ing, Avalon serves the urban areas and 
Canadian National serves the rest. The 
expansion of Canadian National’s services in 
recent years has improved the situation but 
much more is needed. 

Because of this lack of ordinary telephone 
service the use of radio-telephones has 
become common. These have been pressed 
into a service for which they were not intend- 
ed and for which they are not really suitable. 
We would not decry the radio-telephone in its 
very important proper use but as a substitute 
for ordinary telephone service it is exasperat- — 
ing and expensive. Until the ordinary tele- 
phone service becomes adequate however 
there is no alternative to its use but we plead 
for some quicker licensing method instead of 
the present system which requires almost as 
much red tape as one would need to get a 
licence for a commercial broadcasting station. 

Gentlemen, may we, in conclusion, express 
the hope that your undertaking will be suc- 
cessful. We shall look forward with much 
interest to the publication of your findings 
and conclusions. 


Dated at Corner Brook, Newfoundland, this 
tenth day of February A.D. 1968. 


For and on behalf of 


Bowaters Newfoundland Limited 
Prae, FitzPatrick, 
Secretary. 
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APPENDIX A-22 


Brief 
by 


Lundrigans Limited, 
D.B.L. Transport, 
Atlantic Gypsum Limited and 
North Star Cement Limited 


Corner Brook, Newfoundland 


February, 1968 


I—INTRODUCTION 


Participants In Brief 


This brief is being presented on behalf of 
Lundrigans Limited, of Corner Brook; its 
subsidiary, D.B.L. Transport, of Corner Brook 
and St. John’s; Atlantic Gypsum Limited, a 
Company which it manages; and North Star 
Cement Limited, a Company with which it is 
associated. 


Objectives 


Our purpose in presenting this brief is to 
highlight some of the typical problems faced 
by industry in Newfoundland in the field of 
transportation. Particularly important are 
difficulties inhibiting the establishment of a 
strong transportation network, and through 
this the growth of secondary industry, which 
is vital to Newfoundland. The brief is intend- 
ed to show that these problems are affected 
by the current application of the Maritime 
Freight Rates Act, and to indicate in what 
ways changes to this Act and other improve- 
ments in transport could be of benefit in the 
economic and_ social development of 
Newfoundland. 


Lundrigans Limited and 
North Star Cement Limited 

Lundrigan enterprises are a_ diversified 
group of industries which have had much to 
do with the current industrial and community 
development of Newfoundland. 

Their activities began in a small way in 
1933 with the establishment of a sawmill and 


wood-working plant in Corner Brook by Mr. 
William J. Lundrigan. Today, they are active 
in all aspects of construction, under the aus- 
pices of Lundrigans Limited. They have built 
hospitals, hotels, banks, bridges, schools, a 
shipyard and an oil refinery, and they have 
also participated in the construction of the 
new hydro-electric development at Bay D’Es- 
poir. The Company operates ready-mix con- 
crete plants at Corner Brook and St. John’s, 
and are very active in the field of prestressed 
concrete and related products. 

Lundrigans have established a series of 
trading subsidiaries specialized in building 
supplies, in Corner Brook, Grand Falls, and 
Gander. Also, a number of automotive sub- 
sidiaries under the name of City Motors have 
been established in Corner Brook, Gander, 
Grand Falls, St. John’s and Labrador City. 

Recently, the group acquired D.B.L. Trans- 
port of St. John’s and Corner Brook, which 
maintains the only regularly scheduled truck 
service in Newfoundland. Also, Lundrigans 
Limited has an operating management agree- 
ment for Atlantic Gypsum Limited. This firm 
was among the first of the new industries 
built by the Government of Newfoundland 
after Confederation. It produces gypsum wall- 
board and other products, from raw materials 
provided by the gypsum rock mills at St. 
George’s. Recently the firm has diversified by 
manufacturing styrofoam insulating board. 

All told, the Lundrigan enterprises employ 
approximately 3000 people at the peak of the 
operating season. 

The North Star Cement plant at Corner 
Brook was also one of the new industries 
built by the Government of Newfoundland 
after Confederation. It is located close to the 
quarries of limestone and shale which provide 
its raw materials. It is Newfoundland’s only 
manufacturer of cement, an essential product 
for the construction and building trades. The 
plant has recently been expanded and mod- 
ernized, and has now a capacity of 1,000,000 
barrels annually. ; 

North Star Cement 
approximately 170 persons. 

Lundrigans Limited and North Star Ce- 
ment Limited together are playing a major 
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part in the current industrial development 
of Newfoundland. The interests which they 
represent have made a large contribution 
also to the employment and the provision of 
jobs and facilities in the communities of 
Newfoundland. 


We felt it was worthwhile to give you this 
outline in order that you could place our 
activities within the Newfoundland industrial 
picture. 


The policy of Lundrigans Limited is to 
diversify its interests, and it is currently 
investigating several types of secondary 
industry—something which we feel is desper- 
ately needed in order to stablize the economy 
of the Province. It is largely through the eyes 
of the developer of secondary industry that 
we see many of the problems, and we appeal 
to the Commission to consider what should be 
done to make an atmosphere favourable for 
such industry. 

At the same time, through D.B.L. Trans- 
port, we are a substantial supplier of truck 
carrier services. We are thus keenly aware 
of the forces inhibiting the growth of the 
transport industry, which we believe to be a 
key to the social and economic growth of 
Newfoundland. Accordingly, we invite the at- 
tention of the Commission in finding ways to 
strengthen this type of industry also. 


II—_COMMENTARY ON LEGISLATION 


This section outlines the conflicts which we 
believe exist between the policies affecting 
transportation as stated in the applicable 
legislation and their implementation in the 
Newfoundland context. As a background to 
the section, we have given our interpretation 
of the intent of this legislation in Appendix A. 


Conflicts between policy and Implementation 


The Maritime Freight Rate Act applies only 
to rail shipments, thereby discriminating 
against other modes of transport; it does not 
give full competitive advantages to persons 
and industries as was its intent. The reasons 
for this are described in the following 
paragraph. 

Under the terms of Union, the Government 
of Canada is responsible for the transporta- 
tion link between North Sydney and Port aux 
Basques, all traffic moving within this link 
being regarded as rail traffic. As this is pres- 
ently the main source of traffic movements, 
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the subsidies accorded to rail give it a com- 
petitive advantage over other modes of trans- 
port and prohibit free entry of other modes 
into the transportation industry at compara- 
ble costs. Thus the subsidy has helped to 
maintain the predominance of the railway in 
handling of freight traffic. In the case of New- 
foundland, this not only acts to discourage 
shipments to eastern Canadian markets but 
will also retard provincial economic growth. 
The present movement of freight by rail is 
slow and the system of operation puts St. 
John’s as far away from the central Canadian 
markets as Vancouver. 

The Economist Intelligence Unit in the At- 
lantic Provinces Transportation Study ob- 
served that the current subsidy program 
paid to rail is discriminatory and has resulted 
in the following: 

(a) A number of steamship companies 
have withdrawn from Newfoundland 
Service; 

(b) Others have sought financial assist- 
ance from the Canadian Maritime Com- 
mission to save them from bankruptcy; 

(c) It has prevented in Newfoundland 
the development of any long distance 
trucking service; 

(d) A commercial transportation com- 
pany was thinking of withdrawing from 
Newfoundland Service. 


Since the original Maritime Freight Rate 
Act was passed, highway automotive trucking 
has become an extremely important comple- 
mentary and competitive mode of overland 
goods transportation. Almost all finished 
goods and a high proportion of production 
goods and raw materials are handled by truck 
for all or part of their overland journey from 
origin to point of use in most parts of Canada. 
Already there has been a fairly rapid growth 
in trucking with the completion of the Trans 
Canada Highway in Newfoundland. The truck 
in fact is essential today for many goods 
movements. It is necessary for efficient rail- 
way operations, for delivery to the railway, 
for distribution from the railway terminal 
and to carry those volumes and commodities 
which the railway cannot handle profitably 
or where the railway is inherently incapable 
of giving the kind of service required. 

At the time of Union, the most important 
thing was to guarantee communications with 
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the mainland, and coastwise service to out- 
ports. Even the MacPherson Royal Commis- 
sion in 1962 concluded that it was more 
important to make the present marine and 
railway system more efficient and that “‘it 
may prove necessary in the short run to limit 
competition, to favour by subsidization or 
special treatment one mode against another 
and to do other things that would be totally 
unacceptable in other parts of Canada’”’.* 

While this point of view may have had 
some validity seven years ago, it is seriously 
wide of the mark today. It is the first miscon- 
ception about transportation in Newfound- 
land, of several which are widely prevalent 
today. 

This idea of limiting competition and 
favouring one mode against another was 
based on small volume movements of con- 
sumer supplies to Newfoundland, no internal 
highway system to speak of, and the possibil- 
ity of integrating the wide gauge Mainland 
railway with the narrow gauge Island railway 
by use of containers. 

In fact, the volume of goods movement to 
Newfoundland has been growing rapidly; a 
widespread highway network exists; and the 
present railway-ferry-railway-truck system 
does not use containers and is far from being 
well integrated. With the completion of the 
Trans-Canada Highway across Newfoundland 
paralleling the railway, it is feasible to oper- 
ate large modern tractor-trailers for door-to- 
door delivery in a fraction of the time 


required using the railway system. While this 


has been happening, an increasingly larger 
proportion of the population of the Island is 
being reached by roads, and re-settlement is 
bringing people from inaccessible islands and 
outports to accessible points, (See map oppo- 
site). The truck is becoming the most impor- 
tant means of internal distribution of consum- 
er goods and construction and _ service 
supplies. 

The second misconception is that the trans- 
portation needs of Newfoundland are only 
for supplies inbound and raw materials out- 
bound, with the outbound traffic being han- 
dled mainly by ship. This is not the case. We 
have been developing some secondary manu- 
facturing and are capable of supplying some 
goods to the mainland market, provided we 
can economically and competitively reach 


*See Page 137, Volume II, Royal Commission on 
Transportation, 1961. 
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that market. If Newfoundland is to maintain 
its economic development, we must have local 
secondary manufacturing and this is only fea- 
sible if we are able to tap some of the main- 
land markets as well. 

A third misconception is that in Newfound- 
land the trucking mode is solely competitive; 
that is, it offers just another mode providing 
the same services as rail, ship, and air cargo. 
This is far from the truth; it is complemen- 
tary to other modes as well, and fulfills cer- 
tain unique needs in transportation. 

For instance, trucking represents the fastest 
means of moving small volumes of merchan- 
dise, next to the airplane; and usually it is 
cheaper than air service. This use of trucks is 
important in a modern industrialized econo- 
my, where inventories of goods, such as parts 
and accessories, become a major cost of dis- 
tribution. If deliveries of these goods are sole- 
ly dependent on large volume movers of 
goods, it is necessary to maintain much larger 
inventories than otherwise required. It is, for 
instance, quite possible to avoid stockouts 
through the use of trucks to make quick, 
small volume deliveries to meet contingencies. 

Then, piggyback and fishyback operations 
provide another example of complementarity; 
in particular, where there are otherwise fre- 
quent transfers as is the case with rail- 
ferry-rail between Newfoundland and the 
Mainland. Thus, a combination of modes 
appearing to compete is frequently resulting 
in an overall cost of operations which is 
cheaper and more convenient than reliance on 
one mode only. 

It is worthwhile referring once more to the 
Introduction to the National Transportation 
Act. In our opinion, the present application of 
the M.F.R.A. clearly is not in accordance with 
the National Transportation Policy defined in 
this Act. 

The National Transportation Act of 1967 
mentions that it is essential for an economic, 
efficient and adequate transportation system 
to make the best use of all available modes of 
transportation at the lowest total cost, and 
that this is most likely to be achieved when 
all modes of transport are able to compete. 
Such a philosophy is essential to the develop- 
ment of Newfoundland. As the population of 
the outports move to more concentrated cen- 
tres or areas, there will be the need for a 
more comprehensive and efficient distribution 
network. 
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The integration of all modes of transporta- 
tion within the context of co-operation and in 
the spirit of competition must be established 
in accord with the resources and economic 
development of the Province. 

We wish now to consider in somewhat 
more detail the specific problems which we 
have in our own group of industries, in the 
context of the purposes of this hearing. This 
we will do in two sections: 

— The probiems of carriers 


— The problems of industrial development 


III - PROBLEMS OF CARRIERS 


We feel that there are a number of ways in 
which current difficulties of the trucking 
industry in Newfoundland could be overcome, 
either by amending the Maritimes Freight 
Rates Act or by more direct means. We shall 
outline some of these problems, illustrate 
them from our experience with D.B.L. Trans- 
port, and draw some conclusion for your 
consideration, in this section. 


Intermodal Competition 

The effect of the M.F.R.A. subsidies being 
granted to rail alone, has been to stifle the 
development of a healthy and competitive 
truck transport industry. 

The problem of subsidized rail services 
competing with unsubsidized truck services 
has only become acute recently, as prior to 
1949 there was no highway system across 
Newfoundland, and not until 1965 was the 
highway across the Island paved, to become 
the Trans Canada Highway. 

New roads are being developed to all the 
major settlement areas about the Island, and 
thus truck delivery is becoming feasible to a 
high proportion of all communities. In con- 
trast, the railway across Newfoundland does 
not serve any but the main urban centres. In 
particular, many of the outport communities 
to which roads have been built can only 
receive goods by truck service, which is 
essential to stimulate their industrial growth. 

Truck transportation has other advantages 
for the Island of Newfoundland. Truck deliv- 
ery minimizes the number of handlings of 
goods; for example, with the establishment of 
the ferry service to Argentia it will make 
little sense to load goods for St. John’s onto 
rail, merely to have to transfer them shortly 
to truck for final delivery to the consignee. 
Also, bulk handling of such goods as cement, 
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flour, fishmeal, etc. could well be provided by 
truck, particularly since the railway has not 
supplied any specialized bulk handling equip- 
ment to date. 

However, the truck industry in Newfound- 
land has not developed as expected. Since the 
completion of the Trans Canada Highway in 
1965, only one trucker has instituted a regular 
schedule of common carrier freight service on 
the Island. (It is D.B.L. Transport.) 

At the same time, interprovincial trucking 
to and from Newfoundland is also completely 
overwhelmed by the massive movements 
taken by the CNR. As an example, according 
to the E.I.U. Atlantic Provinces Transporta- 
tion Study (1967), the freight volumes carried 
between Newfoundland and the Mainland in 
1965 were 323,587 tons by CNR Gulf Ferry, 
but only 7,000 tons by truck. The “land 
bridge” concept promised in the Terms of 
Union is evidently working out to be a “‘bar- 
rier’? which almost excludes trucking. 

We believe that the reason why the truck- 
ing industry is not developing in a competi- 
tive way, in spite of its many complementary 
advantages for Newfoundland’s economy, is 
the inhibiting effect of competing with the 
giant rail services, which obtain a 20% sub- 
sidy on their rates. 


Internal Distances 

One of the real problems in the Newfound- 
land setting is the long distance between cer- 
tain of her major centres. Corner Brook to St. 
John’s is a distance of 452 road miles. Corner 
Brook is an important centre in the manufac- 
turing of cement, which was established there 
to be close to the supply of raw materials. 
However, for this enterprise to be viable, it is 
necessary for it to reach beyond the local 
markets. 

Ordinarily, cement plants supply the needs 
of an area about 100 miles away (see map 
opposite); nevertheless, Corner Brook must 
ship the principal part of their cement to the 
Avalon Peninsula. Because of the population 
concentration there, there is currently little 
opportunity for back-haul to Corner Brook. 

Also, this internal Newfoundland market 
for Corner Brook cement is in danger of 
foreign competitors from European ports, 


who make use of low ocean ballast rates 


available from ships coming to North Ameri- 
ca for bulk cargoes, in order to ship cement 
extremely cheaply. Under these conditions, it 


would be beneficial to have a sharing of 
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M.F.R.A. rates for other modes, in order to 
continue the further development of the 
cement industry in Corner Brook. 


Loss of Mainland Markets 

One place where truckers on Newfoundland 
feel keenly the subsidized competition of the 
rail mode is in interprovincial movements by 
way of the Gulf Ferry. This has been well 
stated in the E.I.U. report “Atlantic Provinces 
Transportation Study’, Volume IV, page 34, 
as follows: 

“The rates levied on articulated vehicles 
longer than 34 feet are therefore 
considerable, and this has been one of the 
main factors hampering the development 
of interprovincial trucking service be- 
tween Newfoundland and the Mainland. 
This is even more apparent when it is 
considered that a long distance truck 
can carry a load of freight from 
Montreal to North Sydney at a rate of 
approximately $2.00 per cwt and then 
have to pay at least $1.50 per cwt to get 
it across the Gulf. It is therefore no sur- 
prise that the interprovincial trucking 
industry in Newfoundland is still in its 
infancy.” 

Although the toll for Ferry crossing of 
long-haul trucks has since been reduced, the 
rate assessed is still much greater than cost of 
transporting the cargo over an equivalent 
highway distance on land (90 miles). We feel 
that the “land bridge” concept guaranteed in 
the Terms of Union should apply equally well 
to truck transport as it already does to rail. In 
addition, we feel that the M.F.R.A. rate sub- 
sidy should be equally available to both. 


We can supply the example of Atlantic 
Gypsum as an industry much affected by this 
problem, as it is very dependent on the ship- 
ment of its products from Corner Brook to 
the Mainland. 


Inadequacy of Dock Facilities 

Too often it appears that the dock facilities 
in Newfoundland ports are arranged without 
sufficient planning for future expansion and 
for the mutual dovetailing of all modes of 
transport. Adequate space should be provided 
for access of trucks and railcars simultane- 
ously, and suitable equipment for loading and 
unloading diverse types of cargoes and con- 
tainers for carriage on various modes of trans- 
port should be installed. 
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These problems are evident in Corner 
Brook; the specific difficulties there are, we 
understand, being covered in the brief of the 
local Chamber of Commerce. 


Lack of Modern Facilities 

Currently, it is physically impossible to 
ship piggyback by rail, standard international 
containers, or three-tier automobile carriers 
on the Gulf Ferry service. This is one of the 
major difficulties for trucking to overcome in 
engaging in interprovincial trade. With the 
advent of piggyback, truckers on the Island 
could make use of rail facilities and could 
ship truckload cargoes easily from Montreal 
or Halifax, thus obtaining the best advan- 
tages of both modes. Piggyback service would 
cut down damage to cargoes and the enor- 
mous time losses that occur because of the 
double transfer of cargoes (from Mainland 
gauge rail cars to ferry, then to Island gauge 
rail cars). The use of refrigerated container- 
ized trailers would also vastly improve the 
quality of perishable goods; they would en- 
able a much wider range of consumer goods 
such as fruits and vegetables to be brought to 
Newfoundland, and enable Newfoundland 
fresh blueberries and fish to be trucked to the 
nearby markets of the East Coast and Central 
Canada. Such a trade is not practical under 
present conditions due to delays and multiple 
loadings and unloading conditions using the 
Gulf Ferry with rail transport. 


CONCLUSIONS 


1. An extension of the M.F.R.A. subsidies 
equitably to all modes of transportation 
would encourage the development of a 
strong and viable network of trucking 
for the Island of Newfoundland. 

2. An investment by the Federal Gov- 
ernment in improved docking and han- 
dling facilities at Corner Brook so 
designed as to effectively utilize all 
modes of transport for various kinds of 
products, would improve the efficiency 
of goods’ distributed in Western 
Newfoundland. 

3. Provision of a suitable ferry and load- 
ing equipment on the Gulf Ferry ser- 
vice to handle piggyback, standard 
containers, and three-tiered cars would 
do much to make interprovincial truck- 
ing viable and to stimulate joint use of 
rail and truck modes to the benefit of 
the economy of Newfoundland. 
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IV—PROBLEMS OF INDUSTRIAL 
DEVELOPMENT 


Here we wish to indicate some of the prob- 
lems facing the current and possible prospec- 
tive industries in Newfoundland. We shall 
illustrate this from our own experience, and 
again draw some conclusions for your 
consideration. 


Transfer Losses on the Gulf Ferry 


One of the most severe difficulties involved 
with shipment by rail on the Gulf Ferry is 
the very high incidence of damage and loss. 
According to the E.I.U. report (volume 6, 
page 48), the amount of the loss and damage 
claims attributable to the North Sydney-Port 
aux Basques ferry service was $285,773 in 
1965, on a total freight handled of 413,901 
tons. A very large percentage of all shipments 
was damaged in one way or another. The 
troubles included pilferage, loss of merchan- 
dise, thawing of frozen goods, and others. 

_ Partly this is a problem of the multiple 

handlings required. A shipment going from 

Montreal to St. John’s by rail would have to 

undergo the following steps: 

—Loading onto rail at Montreal 

—Transfer to ferry at North Sydney 

—Transfer off ferry at Port aux Basques 
into smaller railway cars 

—Transfer to truck in St. John’s 

—Final delivery to consignee 


This multiple handling leads to increased 

risk of 

—breakage, which can lead to theft 

—spoilage, due to exposure 

—nhecessary breaking of shipments because 
normal Island cars cannot take a full 

| Mainland load, with attendant probability 

of misdirection or loss of shipment. 


A limited number of Mainland cars have been 
put on Newfoundland gauge wheels, and 
when these are used, at least the breakout of 
carload problem does not occur. 

However, the contrast with the simplicity 
of handling a piggy-back load is obvious. In 
such an operation, a cargo need only be load- 
ed on and off once. Some of the same advan- 
tages are also found with containerized traffic 
by rail, truck or ship. 

Considerable difficulty has been experienced 
with the breakage of gypsum board and the 
creaking of cement bags. This problem is 
also experienced with other building supply 
naterials. 

27695—41 
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Timing of Delivery 

Related problems also involving the Gulf 
Ferry are the frequent long waiting period 
and the uncertain delivery times which are 
experienced. Whereas a truck shipped over 
on the ferry could normally give delivery 
from Sydney to St. John’s in two days, it 
takes an average of six days for a rail ship- 
ment. This is due to the two extra handlings 
that are required and to the waiting time for 
handling. 


An equally serious problem is the uncertain- 
ty of delivery time because of frequent 
handling delays and frequent misrouting of 
shipments after loading into the smaller New- 
foundland rail cars. 


The result of both the length of delivery 
time and the uncertainty in delivery time is 
the need to tie up capital in large inventories. 
These inventories are frequently double the 
size that would be required on the Mainland 
for a similar product. In addition, industries 
must make their wants known much further 
ahead than normally, in order to give good 
service their customers. 


Also, at the time that Atlantic Gypsum was 
supplying wallboard to the Maritimes, they 
had to establish a supply depot at Sydney, in 
order to ensure their customers of reliable . 
delivery. A plant on the Mainland having cus- 
tomers the same distance away would not 
require such depots. 


Size of Market 

A number of industries in Newfoundland 
have been established with Government 
assistance, in order to provide both steady em- 
ployment for the residents and needed mate- 
rials for the industrialization of Newfound- 
land. These include the gypsum wall-board 
and the cement plants in Corner Brook. 

These plants have been most useful in both 
regards, and have assisted substantially in 
providing materials for the extensive con- 
struction which has taken place on the Island 
of Newfoundland during the last decade. 
However, they have a much smaller potential 
than is normal for such plants, if only the 
Island of Newfoundland is considered. They 
require instead a wider market to be competi- 
tive in price with Mainland plants. 

However, in order to seek this market, they 
must have cheap and reliable transportation 
to the Mainland. Neither plant is effectively 
served by the existing facilities, because of 
the difficulties in multiple handling of the 
preducts by rail. 
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On the other hand, truck transport, which 
could move these goods quickly, safely and 
reliably with minimum handling, is consider- 
ably more expensive at present. If it were 
granted to M.F.R.A. rate subsidy, this would 
go a long way towards opening up Mainland 
markets to Newfoundland products. 


Costliness of Interprovincial Trailer Truck 
Movement 

The ferry charges assessed on long-haul 
tractor-trailers bridging the Cabot Strait are 
much higher than the cost of travelling an 
equivalent distance on land. The effect of 
these costs on the use of tractor-trailers has a 
direct bearing on the feasibility of establish- 
ing certain industries in Newfoundland. The 
types of industry which must deliver to the 
Mainland by truck would include those which 
ship in less than carload lots to a number of 
small industries, most of which would not be 
on rail lines. Such an industrial product is 
styrofoam plastic, manufactured into insulat- 
ing board and other products, which is a new 
industry recently established in Corner 
Brook. 

The import of automobiles into Newfound- 
land also suffers from the high rates imposed 
on large size trucks, such as those normally 
used for transporting automobiles over a long 
distance. This does not seem to us to be in the 
spirit of the guarantee in the Terms of Union 
to “include suitable provision for the carriage 
of motor vehicles”, (on the Gulf Ferry). 


Lack of bulk haul facilities 

There are certain products which are inher- 
ently much better suited to bulk haul than to 
bagged delivery. One of these products is 
cement. Currently bulk haul hopper cars are 
not available on Newfoundland service. 

If cement could be shipped in bulk at com- 
petitive rates by any mode, markets could be 
captured on the Mainland and also more 
efficient service could be given to industrial 
consumers on the Island. 


CONCLUSIONS 

1. Extension of the M.F.R.A. base subsidy to 
all modes of transport would enable the 
transportation industry to grow in New- 
foundland, with resultant strengthening 
of the present and potential industrial 
base. 

2. Provision of suitable facilities at North 
Sydney and Port aux Basques and on the 
Gulf Ferry for handling piggyback and 
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containerized freight, can enable a wider 
hinterland to be served and can elimi- 
nate many delays due to loading and 
unloading and attendant difficulties with 
loss, damage, etc. It can also result in 
increasing the range of industries able to 
be established in Newfoundland, and 
provide a greater range of incoming 
consumer goods for the Newfoundland 
population. 

3. Replacement of the current high rates 
levied on tractor-trailer combinations on 
the Gulf Ferry with a rate formula 
based on the cost of transporting the 
cargo on an equivalent highway dis- 
tance, according to the “land bridge” 
concept, would greatly extend the field 
of action of Newfoundland indutries, 
and make available in Newfoundland a 
wider range of raw materials and con- 
sumer goods. 


V—SUMMARY 


We believe that the ultimate intent of 
Canadian transportation policy with respect 
to Newfoundland is to promote development 
of its economy and to improve the standard 
of living of its people. 

This is to be accomplished both by using 
transportation subsidies as a means to encour- 
age growth, and by improving transportation 
services and facilities. The aim is to develop a 
healthy and competitive transportation net- 
work as in the other parts of Canada, and to 
encourage the industrialization of Newfound- 
land, with the establishment of suitable 
secondary industry in various locations, and 
the linking together of all parts of the Island 
into a cohesive and dynamic whole. 

By virtue of its limited population and 
early stage of industrialization, Newfoundland 
must strive to expand the sales of its pro- 
ducts to Mainland markets, and to provide an 
economical and compiete service to both cen- 
tral and outlying districts. 

We strongly urge the Committee on Tran- 
sport and Communications to give careful 
consideration to the problems faced in New- 
foundland not only by existing industries, but 
by potential new industries, as they relate to 
transportation. Transportation is one of the 
key areas which will have an important bear- 
ing on the competitive aspects of selling New- 
foundland products on the Mainland. 

We are convinced that the growth of a 
strong, complementary transportation net- 
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work in Newfoundland is necessary in order 
to accomplish the intent of Canadian tran- 
sportation policy. Yet this process is being 
inhibited by the effect of the present M.F.R.A. 
subsidy being given to rail service alone. We 
believe that this rate subsidy is essential at 
the present stage of development of New- 
foundland, but that to be equitable, it should 
be available to all other modes. of 
transportation. 


Serious consideration should also be given 
to modifying existing Gulf Ferry facilities, in 
order to enable the use of modern techniques 
in the handling of goods, such as piggyback 
and containerization. 


An important difficulty on the Gulf Ferry 
service is the costliness of shipping goods by 
long haul trucks and tractor-trailers across 
the Gulf. We suggest that the Committee look 
into the possibility of establishing a rate 
based on the cost of shipping the cargo in the 
vehicle over an equivalent mileage of high- 
way, in order to truly implement the “land 
bridge” concept promised in the Terms of 


— Union. 


Another measure which can assist New- 


_foundland industry would be the improve- 


ment of dock layout and facilities, which are 
currently inadequate. 
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To summarize these points, we recommend 
serious consideration be given to: 


1. Subsidization of truck and shipping 
transport, equivalent to rail. 

2. Improvement to Gulf Ferry facilities 
to allow use of modern shipping 
techniques. 

3. Implementation of Gulf Ferry rates 
for truck cargoes based on the land 
bridge concept. 


4. Improvement of dock layout and 
facilities. 


The economic lifeline for Newfoundland 
lies in the North Sydney-Port-Aux-Basques 
Gulf Ferry service. The economy, standard of 
living and socio-economic position of New- 
foundland are dependent not only on main- 
taining the existing services, but on continu- 
ally striving to improve their quality and 
efficiency. We strongly feel that the amend- 
ment of the Maritime Freight Rate Act to 
meet the above conditions, a revision of the 
Gulf Ferry charges, and the updating of trans- 
portation facilities on the Gulf Ferry and at 
docks, would greatly assist the economic 
development of Newfoundland, to the benefit 
of Canada as a whole. 


546 


Transport and Communications 


March 7, 1968 


APPENDIX A 
OUR INTERPRETATION OF LEGISLATIVE INTENT 


A summary follows, giving our interpreta- 
tion of the intent of the legislation affecting 
the field of transportation in Newfoundland. 


Maritime Freight Rates Act 

Broadly, the purpose of the Maritime 
Freight Rates Act as originally conceived was 
to strengthen national unity by lowering the 
cost of transportation on products from the 
Maritime Provinces marketed in _ ceniral 
Canada, and by lowering the cost of internal 
railway movements in a region of much less 
industrial density than central Canada. 


This act provides for a reduction in rail 
rates of 20% on traffic moving within the 
“select territory” (New Brunswick, Nova 
Scotia, P.E.I., Newfoundland, and that part of 
Quebec east of Levis, Diamond Junction and 
Boundary, Quebec) and a reduction of 30% on 
traffic moving westbound from the “select 
teritory” to other parts of Canada. The 20% 
reduction applies to the total rate; the 30% 
reduction applies only to that portion of the 
rate attributable to the haul within the select 
territory; that is, as far as Levis, Quebec on 
the CNR and Boundary, Quebec on the CPR. 
The legislation excludes: 


(a) Traffic to and from the United 
states; 

(b) Eastbound traffic originating outside 
the “select territory”; 

(c) Import traffic from overseas; 

(d) Export traffic or traffic for further- 
ance by water through ports west or 
north of Boundary, Levis, and Diamond, 
Quebec; 

(e) Passenger or express movements. 


Terms of Union 


In the terms of Union, it was recognized 
that Newfoundland faced special problems of 
transportation. Most of the population was 
located along the coastline, much of it inac- 
cessible except by small boat. Newfoundland 
had a narrow gauge railway line linking 
major inland settlements stretched from Port 
aux Basques to St. John’s. A highway system 
in the modern sense hardly existed. At that 
time, the most important thing was to guar- 
antee communications with the mainland 


and coastwise service to outports. At the 
same time, the economic purposes of the 
Maritime Freight Rates Act were to be 
shared by Newfoundland as a member of the 
Atlantic Provinces, treating the Cabot Strait 
as a land bridge between North Sydney and 
Port aux Basques. 


The provisions of the Terms of Union 


affecting transportation include the following: 


(a) At the date of Union, or as soon 
thereafter as practicable, Canada will 
take over the following services and will 
as from the date of Union relieve the 
Province of Newfoundland of the public 
costs incurred in respect of each service 
taken over, namely 

the Newfoundland Railway, including 

steamship and other marine services. 

(bo) Canada will maintain in accord- 
ance with the traffic offering a freight 
and passenger steamship service between 
North Sydney and Port aux Basques, 
which, on completion of a motor high- 
way between Corner Brook and Port aux 
Basques, will include suitable provision 
for the carriage of motor vehicles. 

(c) For the purpose of rate regulation 
the Island of Newfoundland will be 
included in the Maritime region of Cana- 
da, and through traffic moving between 
North Sydney and Port aux Basques will 
be treated as all-rail traffic. 

(d) All legislation of the Parliament of 
Canada providing for special rates on 
traffic moving within, into, or out of, the 
Maritime region will, as far as appropri- 
ate, be made applicable to the Island of 
Newfoundland. 


Canadian Maritime Commission Subsidies 
When CMC considers a Canadian shipping 
service to be essential but at the same time 
not economically viable, it may subsidize in 
an attempt to continue the performance of 
this service. These subsidies are being paid to 
a number of private shipping services 
between the mainlane and Newfoundland 
and to local ferries. The subsidies provided — 
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by the CMC have been of value in maintain- 
ing shipping companies in Newfoundland 
service. 


National Transportation Act—1967 
Section 1 of the Act states the National 
Transportation Policy. We hereby quote: 

1. It is hereby declared that an economic, 
efficient and adequate transportation sys- 
tem making the best use of all available 
modes of transportation at the lowest 
total cost is essential to protect the inter- 
ests of the users of transportation and to 
maintain the economic well-being and 
growth of Canada, and that these objec- 
tives are most likely to be achieved 
when all modes of transport are able to 
compete under conditions ensuring that 
having due regard to national policy and 
to legal and constitutional requirements 

(a) regulation of all modes of transport 
will not be of such a nature as to restrict 
the ability of any mode of transport to 
compete freely with any other modes of 
transport; 

(b) each mode of transport, so far as 
practicable, bears a fair proportion of 
the real costs of the resources, facilities 
and services provided that mode of trans- 
port at public expense; 

(c) each mode of transport, so far as 
practicable, receives compensation for 
the resources, facilities and services that 


Transport and Communications 


547 


it is required to provide as an imposed 
public duty; and 
(d) each mode of transport, so far as 
practicable, carries traffic to or from any 
point in Canada under tolls and condi- 
tions that do not constitute 
(i) an unfair disadvantage in respect of 
any such traffic beyond that disad- 
vantage inherent in the location or 
volume of the traffic, the scale of 
operation connected therewith or the 
type of traffic or service involved, or 
(ii) an undue obstacle to the interchange 
of commodities between points in 
Canada or unreasonable discourage- 
ment to the development of primary 
or secondary industries or to export 
trade in or from any region in Canada 
or to the movement of commodities 
through Canadian ports.” 


The Act has since been amended. The pur- 
pose of the amendment was to protect subsi- 
dized rate levels set out in the Maritimes 
Freight Rate Act. It guarantees that nothing 
in the new act shall be construed to affect 
any obligation imposed upon any railway 
company. 

The provisions of the Act are designed to 
give all modes of transportation as much 
freedom as possible to rationalize their oper- 
ations and their rate structures. In particular, 
the railways are now much freer to compete. 
In the Maritimes the railways already had a 
competitive advantage over other modes 
because of the M.F.R.A. 
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APPENDIX A-23 


BRIEF 
submitted by 


THE CHANNEL—PORT AUX BASQUES 
CHAMBER OF COMMERCE. 


With the advent of new rate structures on 
transportation charges, we find that non-car- 
load rates are exorbitant. 


We understand that by shipping non-car- 
load we have a special feature of having our 
merchandise picked up and delivered. This 
may be true in some centres of this Domin- 
ion, but such is not the case in Channel—Port 
Aux Basques. If this service is included in 
the rate for non-carloads, then we fail to 
understand why this service has not been 
provided. 


Request for this service dates back in our 
files to 1961 but to date it has not been forth- 
coming. We request immediate steps be taken 
to ensure this service be provided in 1968. 


We note that by doing away with the Ex- 
press we have lost a service. Now that the 
Express and Freight is combined we find that 
shipments are delayed compared to when it 
was under the Express service. There are not 
enough men employed to sort non-carload 
traffic. Goods received one day is not sorted 
until the next, then there is not enough men 
to do it speedily. With freight and express 
mixed together this delays sorting of non-car- 
load shipments. Considerable delay in getting 
waybills made up before pickup of goods is 
also a problem. 


Need is urgent also for extra entrances to 
shed for delivery of non-carload freight. 
Previously Express shipments were picked up 
at the Express Shed. This is now closed out. 


Employees are not able to give clarification 
of new rates. 


Have considerable delay in getting goods, 
which are received in containers, because 
container numbers are not shown on waybills 
for non-carload shipments. This should be 
done in North Sydney when containers are 
loaded. 


Shipments received via Clark Traffic to 
Corner Brook then C.N.R. to Channel—Port 
Aux Basques show Clark Traffic as shipper 
on waybill. Consignees are unable to identify 
shipments in many instances unless original 
shipper is shown. 


With regard to carload shipments. The 
team track can only hold six cars. We under- 
stand that no more cars can be brought in 
unless there is space on this local spur. Space 
for six cars is not sufficient. We need space 
for at least fifteen cars on this local spur 
with wide gauge track. 


Demurrage after 48 hours is impractical. 
For example, a box-car load of lumber has to 
be unloaded from car and loaded into ware- 
house two miles away in sixteen working 
hours. In the case of a small business with 
one truck available, this is physically 
impossible. 

It is also noted that trucks have to cross 
main line to get to team track for unloading 
with a drop of over one foot on side of track. 
This causes damage to various types of goods 
being handled, for which the C.N.R. will not 
accept responsibility. 


Signed... 


Channel—Port Aux Basques 
Chamber of Commerce. 
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APPENDIX A-24 


CAPE BRETON REGIONAL PLANNING COMMISSION 
REGIONAL TRANSPORTATION BRIEF PREPARED FOR SUBMISSION TO 
HOUSE OF COMMONS STANDING COMMITTEE ON TRANSPORT 
AND COMMUNICATIONS AT SYDNEY, NOVA SCOTIA 
ON FEBRUARY 28, 1968. 


1. General Preview 


During 1968 the Cape Breton Regional 
Planning Commission which represents the 
towns of Glace Bay, New Waterford, Domin- 
ion, Sydney Mines, North Sydney, Louis- 
bourg, the City of Sydney and County of 
Cape Breton, all within the area known as 
the Industrial Region, became concerned at 
the apparent steady erosion of the transporta- 
tion facilities in that region. 

Their concern was directed at changes in 
passenger train schedules, condition of 
railbeds and highways, the tourist industry, 
delays in shipments from the area, delays in 
arrivals and departures of passenger trains, 
and ultimately the recently announced new 
Freight Rate Structure for L.C.L. Shipments, 
and to some extent the carload freight rate 
structure recently established by the Canadi- 
an National Railways. Their concern was not 
so much with the fact that the changes caused 
inconvenience to local residents, but also with 
the fact that at this particular time in the life 
of the Cape Breton Industrial Area such 
changes were obviously not to the general 
advantage of the region in that communica- 
tion apparently became more difficult, and 
the accumulation of changes in the region 
were such that at this time of constant 
endeavour to improve facilities and the envi- 
ronment, and to promote industry, they 
would be working against the very positive 
endeavours being made by many agencies. 

On September 29, 1967, therefore, the Re- 
gional Planning Commission instructed its 
staff to investigate the situation and to pre- 
pare a Draft Resolution which would empha- 
size the need for another look at the transpor- 
tation picture in Industrial Cape Breton, and 
set out the deficiencies in the facilities being 
offered to the general public, existing indus- 
tries, and to potential industries. The Resolu- 
tion was discussed by the Regional Planning 
Commission on October 20, 1967, prepared in 


its final form, and copies were sent to all 
Federal, Provincial, Regional and Local 
politicians and agencies concerned with the 
upgrading of the Cape Breton Industrial 
Region. 

On January 31st. the Cape Breton Regional 
Planning Commission, working in conjunction 
with the President of the Associated Boards 
of Trade called a meeting in the County 
Court House, Sydney, N.S. for the purpose of 
discussion and preparation of Briefs on Re- 
gional Transportation. As a result of that 
meeting, the Director of Regional Planning, 
Mr. W. B. Thomson, was instructed to pre- 
pare a Regional Brief consisting of copies of 
individual briefs submitted or to be submit- 
ted by individuals, firms or agencies in the 
region. It was intended that this Regional 
Brief would attempt to consolidate all Briefs, 
but at the same time each individual, firm or 
agency would be free to present a separate 
submission to the Committee. 

Approximately 50 persons attended the 
above meeting and as a result several impor- 
tant points emerged which are elaborated 
upon in subsequent sections of this submis- 
sion. In addition, several briefs were present- 
ed to the Commission subsequently, and 
several individuals made themselves available 
to the Commission for the purpose of prepar- 
ing the Regional Submission. 


2. GENERAL AND VERBAL SUBMISSIONS 

A. A copy of the Resolution mentioned in 
Part 1 of this Brief is attached as appendix 
“A” for information of Committee members 
and others concerned. The Resolution is 
self-explanatory. 

B. Mr. Martin Merner, President of the 
Steelworkers Union quoted specific instances’ 
where (a), ten freight cars were ordered and 
only three arrived, (b) dirty cars are fre- 
quently received, (c) cars requiring removal 
of ice and snow were received. He claimed a 
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lack of adequate equipment in Sydney to 
clean cars of snow and ice accumulations; as 
a result of car shortages it was necessary to 
lay off approximately 1100 members of the 
United Mine Workers of America for the 
period December 15th. and December 18th., 
1967, which involved seven (7) working shifts 
at the mine. 


The remarks made by Mr. Merner were 
substantiated by representatives of the two 
major industries in the region, viz., the Steel 
and Coal Companies, who both confirmed that 
in addition to the problems with dirty cars 
and lack of snow removal equipment, there 
was a very definite lack of power at intervals 
throughout the year. 


The latter company stated that frequently 
they were beset with difficulties regarding 
deliveries and demurrage beyond the select 
territory. 


C. At the meeting referred to in Part 1 of 
this submission, statements were made from 
the Chair that there seemed to be good cause 
for investment of Atlantic Development 
Board funds, or funds from other suitable 
sources, for upgrading and renewal of the 
railbed. This is a matter which was discussed 
by the Regional Planning Commission at one 
time, who were assured by representatives of 
the C.N.R. that the condition of the railbed 
was good. It may well be that the condition of 
the railbed is good, but, nevertheless, the rate 
of speed between Sydney and Port Hawkes- 
bury is such that an alleged high-speed train 
takes about 34 hours for a journey which, by 
road, is only 88 miles and can be done in less 
than two hours. There would appear to be a 
need, therefore, for realignment and regrad- 
ing of sections of the line as part of the 
industrial investment required to make the 
area more attractive and more efficient for 
potential industries. 


D. On many occasions during the past two 
years local Boards of Trade, the Regional 
Planning Commission, and the Director of 
Tourism, have commented upon _ the 
inadequacy of existing highway facilities, 
particularly the condition of Trunk No. 4 
between Sydney and Port Hawkesbury. This 
is not a high-speed—all weather highway and 
here again the need for Atlantic Development 
Board funds to improve this highway would 
be of particular advantage to the area and 
encourage a greater flow of tourist traffic to 
and within the region. Surveys taken in the 
summers of 1960 and 1964 confirm that only 
three vehicles of every ten which cross the 
Causeway come to Industrial Cape Breton. 
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EK. During the above discussion it was sug- 
gested that “designated areas’? should also 
have an adequate, efficient and punctual pas- 
senger service, and if necessary, such a service 
should be subsidised in these areas to 
improve regional attractiveness and _ the 
mobility of industrial functions. 


F. The Chair also raised the desirability of 
extending the provisions of the Maritimes 
Freight Rate Act to the Trucking Industry. 
This has already been mentioned in other 
reports on Transportation. 


G. Some concern was expressed at the 
facility being offered to the railways, where- 
by non-carload rates can be applied without 
approval of the Canadian ‘Transport 
Commission. 


H. The Chair also wished to emphasize the 
imbalance of freight movements, e.g., box cars 
enter the region fully loaded and leave the 
region empty. The same situation prevails 
with regard to road transportation. This par- 
ticular situation can cause distress under the 
new legislation. 

I. There was brief mention of the possibili- 
ty of using other forms of transportation in 
the region, e.g., Hovercraft and Hydrofoils. It 
was felt that these alternative modes of trans- 
port should be fully investigated by the 
major shippers of the region and indeed of 
the Maritimes. 

J. Some discussion took place on the appar- 
ent inability of shippers to obtain firm and 
factual rates. In one case, a local shipper was 
advised of six different rates for the same 
commodity. 

K. The attention of the Committee is direct- 
ed to the submission by the Maritimes Trans- 
portation Commission on behalf of the Gov- 
ernments of the Atlantic Provinces under date 
December 13, 1967. This submission was made 
to the Minister of Transport and concerned 
Railway Non-carload Freight Rates. 

L. Mr. J. Yazer—(Yazer Brothers, Syd- 
ney)—Reports thirty (80) cartons each con- 
taining 50 folded shirt boxes were billed ex 
Brockville by rail at $36.90 on November 7, 
1967. The same shipment (630 Ibs.), by road 
(Howell Transfer) was billed at $20.10. 


3. Written submissions 

Appendices ‘B’ to ‘N’ contain excerpts from — 
written submissions received by the Cape ; 
Breton Regional Planning Commission and 
the Sydney Board of Trade from local busi- 
ness heads. In most cases the pertinent infor- 
mation has been extracted from the Briefs in — 
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-an endeavour to reduce the work of the Com- 


mittee in perusing the information contained 
therein. The full text of the Briefs in their 
official form is available if required. 

The following organizations or individuals 
submitted the written briefs which are 
appended:— 

Cape Breton Branch—Consumers’ Associa- 

tion of Canada 

Martin Equipment—Sydney 

Cape Breton Bottlers of Soft Drinks 

R. H. Fillmore Funeral Home Limited— 

Sydney 

Dominion Coal Company—Sydney 

W. T. Lynch & Sons Limited—Sydney 

Leith’s Services Limited—Sydney 

Druker Insurance Agency—Sydney 

Bird Construction Products—Per Maritime 

Builders Ltd.—Sydney 

H. H. Marshall Limited—Sydney 

Atlantic Speedy Propane Limited—Sydney 

J. W. Stephens Limited—Sydney 

Vogue Furnishings Limited—Sydney. 


4, Summary 


The endeavours being made by the Cape 
Breton Regional Planning Commission to co- 
ordinate the discussions and briefs submitted 
and discussed during the past few weeks are 
all directed at the need to create an atmos- 
phere and facilities necessary to induce in- 
dustry to locate in the Cape Breton 
Industrial Area. The Commission members 


feel that it is completely illogical for one arm 


of government to take steps which work 
against the measures taken by other arms 
and agencies to create the atmosphere and fa- 
cilities necessary for industrial activity in the 
region. To achieve this they ask that much 
more co-ordination and co-operation be 
achieved. In addition, of course, this sub- 
mission wishes, particularly, to emphasize 


the need to maintain low rates for trans- 


portation within and outside of the region, 
and to underline the need for improved 
transportation and communication between 
the major Maritime centres and the major 
populated centres of Canada, and within 
the region. 

With particular reference to the submission 
by the Cape Breton Bottlers, the argument 
has been used that by suggesting the in- 
creased rate for full products the regional 
consumer is obliged to pay more for the 
product. It should be stated quite clearly 
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that this submission does not suggest that 
the rate ex Montreal be increased, but 
rather that the rate ex Montreal for empty 
containers should be less than the rate being 
charged for full containers. 


February 9, 1968 
Clb Pic: 


APPENDIX ‘A’ 


CAPE BRETON REGIONAL PLANNING 
COMMISSION PROPOSED RESOLUTION 
ON TRANSPORTATION TO BE 
DISCUSSED BY THE REGIONAL 
PLANNING COMMISSION 


October, 30, 1967 
REGIONAL TRANSPORTATION 


WHEREAS: 

As a result of representations made to the 
Commission, and of personal experiences of 
Commission members, and also as a result of 
subsequent inquiries made by Commission 
staff, and the Transportation Committee of 
the Commission, it is evident that there is a 
need for an effective Passenger Rail link 
between the two major Urban Centres of 
Nova Scotia, and: 


WHEREAS: 


(1) Industrial Cape Breton area and the 
Halifax-Dartmouth area each comprises a 
major urban area within the Province of 
Nova Scotia; and, 


(2) Passengers wishing to travel be- 
tween these two Major Urban Centres 
rather than by Air or Bus are unable to 
do so in the most comfortable and con- 
venient manner, ie., by Overnight Train 
Service; and, 

(3) Frequent delays are incurred at 
Truro by the return rail-liner service 
from Halifax and frequently passengers 
are deposited in Sydney in the small 
hours of the morning and unable to 
obtain onward transportion to other com- 
munities; and, 

(4) coal, steel and other shipments have 
experienced delays due to lack of loco- 
motives. 

the Cape Breton Regional Planning Commis- 
sion has given consideration to these factors 
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and has discussed the problem with local 
officials of the C.N.R. and the Board of 
Transport Commissioners, and now, 


RESOLVES THAT: 


(1) The Board of Transport Commis- 
sioners be requested to consider the 
replacement of overnight sleeper service 
by C.N.R. between the Cape Breton In- 
dustrial Area and the City of Halifax so 
that a comfortable and convenient service 
is available, and so that members of the 
public who are reluctant to travel by Air 
or by Road are able to travel as they 
wish. It is suggested that this service be 
reinstated on a twice weekly basis, even 
although it may not be economically jus- 
tified. It is the Commission’s opinion that 
the public has a right to the most conven- 
ient mode of travel without regard to eco- 
nomics at this stage in the development 
of the Cape Breton Industrial Area. 


(2) the attention of the Cape Breton 
Development Corporation be drawn to 
this resolution and the support of the Cor- 
poration requested to ensure that a full 
and satisfactory service is maintained for 
the benefit of the residents and industrial- 
ists of the area who may wish to travel 
by surface transportation to the Capital 
of the Province from the Industrial Area. 


(3) the attention of the Cape Breton 
Development Corporation be drawn to the 
new freight structure foreIs.Gaiy Ship- 
ments recently established by the Canadi- 
an National Railways and emphasise that 
the Commission is of the opinion that 
increased transportation costs caused by 
recent tariff structure changes are not in 
the best interests of the development of 
the Cape Breton Industrial Area, even 
with the support given to the area by 
existing legislation e.g., Maritimes Freight 
Rate Act, ete. 


(4) action be taken by the Canadian 
National Railway and other railways con- 
cerned to remove the delays incurred 
through lack of adequate power in the 
area, and to ensure that deliveries to and 
from this area are made punctually and 
without delay due to power shortage. 


(5) The Regional Planning Commission 
expresses this concern to all persons and 
agencies involved in any way in the 
Stablilization and improvement of the 
economy of Industrial Cape Breton, and 
emphasises the effect of recent changes 
and delays in the field of surface trans- 
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portation in the region and in the Mari- 
times, and that copies of this Resolution 
expressing the Commission’s concern, be 
forwarded to those responsible and inter- 
ested persons and agencies involved in 
the efforts now being made to secure eco- 
nomic stability in the region. The Com- 
mission members wish to emphasize that 
whilst they subscribe to the principal of 
economic justification, they do feel that 
this cannot be the only criteria at this 
time in the life of Industrial Cape Breton 
and that a service which is not economi- 
cally justified should be considered pro- 
vided it adds to the potential and attrac- 
tiveness of the area. 


September 29, 1967 
C.BR-P.G 


APPENDIX, Bb’ 


MARTIN EQUIPMENT LIMITED 
POST OFFICE BOX 968 
SYDNEY, NOVA SCOTIA. 


November 15, 1967 


For quite a few years now, I have avoided 
using rail services whenever possible and this 
has stemmed from our dissatisfaction with 
the services provided. Damaged shipments, 
delays in transportation, the “couldn’t care 
less” attitude of some employees all con- 
tributed toward the decision to avoid rail 
transportation. 

While some shipments to us originate in 
Ontario, Quebec, and the central U.S., the 
bulk of our freight arrives at Halifax from 
the U.K. and this comes to Sydney by road. 
We found this form of transportation more 
convenient, more dependable, and more 
economical; both our competitors and custom- 
ers follow the same practice. If rail freight 
rates have gone up, it might be worth noting 
that effective October 1, 1967, road transpor- 
tation rates went down in the categories 
affecting us, so we have no cause for 
complaints. 

It might be worth mentioning that most of 
our freight is in the high-density category 
and I suspect that the change in freight rates 
mainly affects shippers who have low-density 
products. In fairness to the railways, an 


| extremely high L.C.L. 


) ancy 
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adjustment may be overdue in this category. 
I can recall express costs several years ago 
from Halifax to Sydney on a large secretarial 
desk were $1.67 on a weight basis. Sydney 
Transfer wanted $10.00 for the same shipment 
because of the space occupied. This was a 
more realistic figure. 

If the CNR wishes to help the Maritimes, I 
would suggest they devise a means whereby 
they would be willing to move westward one 
ton of finished steel products for the same 
price as one ton of ingots providing the 
finished products were of the same volumet- 
ric content. I believe this would be of greater 
value to Sudney’s economy than any other 
concession they could make. 


Yours very truly, 
MARTIN EQUIPMENT LIMITED. 
(signed) J. R. Martin. 


APPENDIX ‘C’ 


CAPE BRETON BOTTLERS OF SOFT 
DRINKS 
February 8, 1968 


It is not our intention in this brief to deal 
with the general freight rates coming into 
Nova Scotia, nor to mention the now 
rates presently in 
effect. We feel that these facts will be brought 
to your attention very strongly by those 


groups of businessmen who are even more 


directly affected by these rates than we in the 
Soft Drink industry. 

The point we wish to make in the very 
strongest way possible is the glaring discrep- 
in rates presently charged by the 
C.N.R. in the hauling of empty glass bottles 
from Montreal to Sydney as compared to 
those charged on full bottles of soft drinks 
carried between the same two cities. 

When we in the soft drink industry in this 
area wish to bring in empty soft drink bottles 
to be filled in our own local bottling plants, 
(which is about every two weeks), we are 
charged by the C.N.R. at a rate of $1.16 per 


one hundred (100) lbs. The usual weight for 


such a car of empty bottles is 50,000 lbs. 
However, it is not uncommon for such a car 


to weigh in excess of 80,000 lbs. This, howev- 


er, does not effect the freight rate as we are 


still charged at the rate of $1.16 per hundred 


lbs. 
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On the other hand a car of full soft drinks 
manufactured in Montreal and weighing in 
the vicinity of 30,000 lbs. is freighted to Syd- 
ney by the same railway on the same car ata 
rate of only 78 cents per one hundred lbs. 
This car of full product is rated under Item 
655, C.N.R. Tariff CM 130-1, under which soft 
drinks may be shipped in an eastwardly 
direction from Montreal. This tariff does not 
apply on similar goods being shipped from 
Nova Scotia toward the Montreal area. 


It appears that we in the soft drink indus- 
try in Nova Scotia are being penalized by the 
C.N.R. Freight Rate Department a total of 38 
cents per hundred lbs. on our glass require- 
ments alone, not to mention the extremely 
high L.C.L. rates we have to pay on all our 
concentrates and other ingredients required 
in the manufactures of our product as well as 
those paid on our machinery, equipment, 
parts, etc. 


Let us for a moment compare these two 
cars of freight to see if there is a logical 
reason for such an enormous discrepancy in 
rates. 


The car of empty bottles weigh more. Any 
attempt to put more than 30 to 35,000 pounds 
in a car of full product results in a very 
heavy car due to breakage. The car of empty 
bottles will arrive in good condition without a 
loss due to breakage. The car of full product 
must be heated and protected against damage 
due to frost in cold weather. The car of 
empty bottles requires no such care. 


If these are the reasons used by the Rates 
Department of the C.N. Railway to arrive ata 
rate on full goods that is 38c. per hundred lbs. 
cheaper than that on empty bottles then their 
logic escapes us and we thank God that they 
are only running a railroad and not this 
country. 

Now let us have a look at the effect that 
these discriminatory rates are having on our 
industry, our community and on _ our 
Province. 

At the present time we estimate that there 
was about 100,000 cases of soft drinks in non- 
returnable bottles alone shipped into our 
province from Montreal last year. This has 
resulted in a considerable loss of work for the 
labour force of this province during the past 
year, but the trend is only starting. More and 
more of the big chain stores are buying their 
soft drinks from the big producers in Mont- 
real who are literally using this province as a 
dumping ground for their surplus production 
at prices far below their normal selling price 
within their own province. Add to this the 
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ever growing list of Nova Scotia bottlers who 
find it cheaper to buy their product in full 
bottles, Federal Sales Tax paid from Mont- 
real and bring it in at an extremely low 
freight rate, than it is to give the work to 
local labour and manufacture it in their own 
plants. The net result of such dumping of soft 
drinks in a very few years is the inevitable 
loss of these small soft drink manufacturers, 
and a resulting loss of employment running in 
the hundreds. 

The loss of revenue by the Federal Govern- 
ment in sales tax alone at the present time 
runs into many thousands of dollars annually. 
The difference in sales tax on the Montreal 
selling price and the local selling price of the 
same product is about 10c. per case. The pro- 
vincial government also loses revenue on the 
retail sales tax. 

The net result of such dumping of surplus 
production, both in non-returnable bottles, 
and in cans on our local markets, aided and 
encouraged by unjust and discriminatory 
freight rates can only lead to the curtailment 
and eventual destruction of six (6) small 
industries, so badly needed, in this depressed 
area of Cape Breton. 


Respectfully yours. 

CAPE BRETON BOTTLERS OF SOFT 
DRINKS 

(Signed) R. H. Lynch. 


APPENDIX ‘D’ 


R. H. FILLMORE FUNERAL HOME LIMITED 
141 Dorchester Street, 
SYDNEY, NOVA SCOTIA. 


October 19, 1967 


It would appear by what we are able to 
substantiate to date that our freight rates on 
caskets and materials has gone up about 50 
per cent or $5.00 per casket, which we will 
have to absorb or charge on the retail end of 
it. 

We find it very hard to access this matter 
at the present time as we have not had 
enough shipments since this new rate came 
into effect, to give you a 100 per cent picture 
of the increase. 


Transport and Communicéetions 


March 7, 1968 


As you will realize that our materials come 
from Ontario, Quebec and the Maritimes, and 
the only thing that we can say that it looks to 
us that the rate increase would be 50 per 
cent: 


Yours truly, 
(signed) R. H. Fillmore. 


APPENDIX ‘EF’ 


W. T. GYNGCH &:SONS* CIMITHED 
P. O. Box 471 


SYDNEY, N.S. 
November 8, 1967 - 


We wish to point out a specific instance in 
regard to supplies which we bring in from 
Montreal. In this case the cost to land these 
supplies here in Sydney Via C.N. Freight has 
risen approximately 70 per cent. Such an 
increase in transportation costs is prohibitive, 


and certainly represents a definite added cost’ 


to the price structure of our goods, which will 
have to be passed on to the consumer. 


Yours very truly, 
W.Y. LYNCH. & SONSALTI YD: 
(signed) Lorne A. Higgins. 


APPENDIX ‘F’ 


LEITH’S SERVICE LIMITED 
273 TOWNSEND STREET 


SYDNEY, NOVA SCOTIA. 
October 2, 1967 


In our own instance, to take one of our 
products only, namely, 
price has increased in freight over 100% or 
representing a net increase to ultimate con- 
sumer by 20% because of cartage charges and 


additional taxes. Where we have numerous 


contracts involved, this will mean that our 


ceramic wall tile,’ 


firm will have to absorb these additional costs . { 


aS we see no way in which we can charge . 


general contractors or the ultimate consumer 7 


for these increases. 


. 
Gg 


stated _ 
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We were never given any indication that 
freight rates would increase and therefore, 
were never able to protect ourselves in our 
contract tendering. The foregoing holds true 
for our firm and therefore must hold true for 
all general contractors and sub-contractors as 
well as suppliers who have made firm quota- 
tions on projects. It may further be said that 
in the construction field all prices must 
increase and perhaps increase to an extent 
where work may be curtailed in our area. 


Yours very truly, 
LEITH’S SERVICES LTD. 
(Signed) Bernard A. Leith 


APPENDIX ‘GQ’ 


DRUKER INSURANCE AGENCY 
327 Charlotte Street 


pe YDNEY, N.S. 


October 16, 1967 


Since car parts prices will be affected by 


| the new freight rate structure, it will certain- 
| ly affect the cost of car insurance. Likewise, 


since building products will increase in price, 
everytime there is a fire (or windstcrm, etc.), 
the cost of repairs will be greater, and there- 
fore there will be an increase in the cost of 
the average property insurance claim. Ulti- 
mately, of course, it will be reflected in the 


| premium structure. 


| 
| 


{ 


(Signed) Auvie Druker. 
DRUKER INSURANCE AGENCY. 


Mr GIN Dion Ti 


BIRD CONSTRUCTION PRODUCTS, 
PER: MARITIME BUILDERS LIMITED, 

SYDNEY, N.S. 

TO OUR CUSTOMERS 


| October 20, 1967 


On September 5th, 1967, the Canadian 
Railway Companies implemented new rates, 
rules, practices and conditions applicable to 
all express and less-than-carload shipments. 


In effect, the previous express, cartage and 
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less-carload departments have been combined 
into one department, and one schedule of 
tariffs now applies to all less-carload 
shipments. 


It is now apparent that these new increased 
express rates on products that were formally 
shipped L.C.L. freight at a much lower rate 
substantially affect our landed costs of con- 
struction products. Since September 5th, we 
have studied and considered several ways in 
which to incorporate this added cost into all 
of our price lists and/or shipping policies. 
We have decided not to change our price lists 
but rather to change our shipping policies. 
Therefore, effective October 20th, 1967, these 
policies will be in effect:— 


1. All Bird Construction products car- 
ried in stock at our warehouses will be 
F.O.B. those warehouses. 


2. All Bird Construction products not 
carried in stock at our warehouses will 
be shipped direct from the manufacturer | 
and will be priced F.O.B. manufacturer’s 
plant. 


We regret the need to adopt this policy, but 
wish to assure you that its adoption has been - 


dictated by circumstances over which we 
have no control. 


Yours very truly, 

J. W. BIRD AND COMPANY LIMITED 
(Signed) Karl R. Linton 

Administrative Manager. 


APPENDIX ‘T’ 


H. H. MARSHALL LIMITED 
Wholesale Newsdealers, 


SVN EeYer Ns. 
February 5, 1968. 


Canadian National Express has been getting 
tougher on the small dealer for some time. 
Some years ago the minimum express charge 
was 20c., it went to 75c. in 1963, to $1.50 in 
1966, and to the Town of Inverness for exam- 
ple, $3.00 on September 5, 1967. 


The rates previous to the new set-up were 
on a graduated scale per pound when over 
the minimum. For example, when using the 
$1.50 minimum in 1966 the rate to Inverness 
was $1.90 and the charge on 80 lbs. would be 
$1.52, on 81 lbs., $1.54 and so on. 
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The new charges to Inverness on small 
shipments are—up to 25 lbs., $3.00, from 25 
lbs. to 150 lbs., $3.20 with an additional 
charge for each parcel over one of 20c. What 
we would like to point out is that the small 
account with a parcel weighing say 30 lbs. has 
to pay the same charge as the account with a 
parcel weighing five times as much, (with 
The exception of the 20c. per parcel over 
one). In other words, the small operator has to 
pay the same for his small order as one doing 
five times the business. 

Another example of the new rates is from 
Sydney to Corner Brook, Newfoundland; 

Upto .250-lbs: 
From 25 Ibs. to’ 150 


In this case, if a small business receives a 
parcel weighing 26 lbs., they have to pay 70c. 
for that one lb. over 25. Over the 1966 rate of 
$2.35, with a minimum charge of $1.50, the 
increase on this 26 lb. parcel is $2.20. At that 
time you could ship 157 lbs. for the same 
charge of $3.70. 

When you get up to or over 300 lbs. in a 
shipment, the rates are reasonable, but this 
means nothing to the little man. 


Yours very truly, 
H. H. MARSHALL, LTD. 
(signed) Cyril MacDonald, 
Branch Manager. 


APPENDIX ‘J’ 


ATLANTIC SPEEDY PROPANE LIMITED 
592 GEORGE STREET, 


SYDNEY NSS. 
November 10, 1967. 


While one might think a large firm like 
Atlantic Speedy Propane Ltd. with branches 
all over the Maritimes could take advantage 
of car load shipments this is not the case, the 
geographical position of each branch does not 
lend itself to car load shipments, each branch 
is singled to L.C.L. shipments, our freight is 
mainly ranges which comes from Carleton 
Place near Ottawa and water heaters and 
clothes dryers from Toronto. 

We have always enjoyed a large volume of 
appliance sales in Sydney and we find the 
freight rate on our particular merchandise 
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has actually doubled and in some cases on 
minimum shipments the cost is up from 60 to 
70 per cent which naturally has to be passed 
along to the consumer, we have also discov- 
ered that the large trucking firms took advan- 
tage of the C.N.R. increase to increase their 
own rates, I would estimate from our freight 
invoices that the trucking companies have 
adjusted their rates to approximately 10 per 
cent below the C.N.R. rates. 

This 10 percent reduction in truck trans- 
portation has no advantage to many local 
firms as a shipment from Ontario has to be 
transferred from one trucking company to 
another before it gets to Sydney and in many 
cases this causes damage, we have one truck- 
ing firm in the Maritimes who are experienc- 
ing financial difficulties and refuse to pay 
damage claims. 

It is most essential to our local economy 
that these rates be brought back to the same 
rates they were before the increases, the 
C.N.R. has the facilities in the Maritimes to 
cater to our shipping requirements, they also 
have the staff and system to take care of 
claims caused by shipping damages. 


Yours very truly, 

ATLANTIC SPEEDY PROPANE LIMITED 
(Signed) E. R. Latimer, 

Branch Manager. 


APPENDIX ‘K’ 


J. W. Stephens Limited, 
P.O 7Boxalia, 


Sydney, N.S. 
October 16, 1967 


I would think that the change in the freight 
rates would increase our costs to the consum- 
er approximately 5 per cent. This is a large 
increase and very serious. It is my thinking 
that the governments will have to be brought | 
to light about this in a most forceful manner. 
I also believe that the freight rates before 
this increase were too high and I was hoping 
for a reduction instead of an increase. 


Yours very truly, 

J. W. Stephens Limited. 
(Signed) J. W. Stephens, 
President. 
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APPENDIX. ‘L’ 


Vogue Furnishings Limited, 
267 Charlotte Street, 
Sydney, Nova Scotia. 
October 16, 1967 


The rates affect us differently on the items 
we sell, as an appliance may be of different 
sizes and they consider the size and shape of 
the container as well as the rate which may 
be shipped to us by the company we pur- 
chased the goods from and the same applies 

to upholstered goods and case goods, as well 
as chrome furniture, etc. 

We find that there is an increase of any- 

where from twice to three times the previous 
rates we have had to pay for transportation 
costs. 

We may also bring to your attention that 
all Forwarding companies as well as the C.N. 
Freight Company do not appear to have a 
stabilized set rate which would enable us to 
govern ourselves accordingly. 


Yours truly, 
VOGUE FURNISHINGS LTD. 
(Signed) Sam Bernick. 


APPENDIX ‘M’ 
Dominion Coal Company Limited 
Sydney, N.S. 
October 19, 1967 


The new tariff is a complex one but I feel 
it can be truthfully stated the freight rates 
‘under the new express tariff are, in most 
‘instances, double and more, that what was 
formerly applicable with the weight and 
cubic capacity of the product being transport- 
_ed having a very significant bearing on what 
‘shippers and receivers are now required to 
pay. There is no question but that the small 
\shipper-receiver will suffer most unless the 
‘product he handles can either be disassem- 
'bled or is of small proportion having relation 
to cubic requirement. By reducing the dimen- 
sions of an oversize piece, or combining 
several pieces into one of acceptable size will 
reduce the new rates considerably. 

Insofar as our Company is concerned, most 
of our products move by pool car and truck, 
,or, in carload quantities from Central Canadi- 
‘an points and enjoy carload rating that has 
been left undisturbed by this recent ruling. I 
might mention, however, our associate com- 
‘pany, The Cumberland Railway Company, 


27695—5 
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will be phased out of the l1.c.l. business inas- 
much as pick-up and delivery are generally 
included in the new rates. 


The Maritime Freight Rates Act was 
designed to place shippers-receivers in our 
area in a favourable competitive position with 
the rest of Canada. However, the inaugura- 
tion of these tremendous increases in l.c.l. 
freight indicates that throughout the years, 
centralized Canada once again, benefits most 
in that they can move their products to the 
east in carload lots. 


I might mention I have requested our Pur- 
chasing Department to move, whenever possi- 
ble, materials by truck transport. However, I 
understand truck operators plan increasing 
their rates somewhat in line with the 
railways. 


DOMINION COAL COMPANY 
(Signed) H. F. Murphy, 
Traffic Supervisor. 


APPENDIX ‘N’ 

A FORMAL STATEMENT ON THE IMPLE- 
MENTATION OF HIGHER FREIGHT COSTS 
PRESENTED BY THE CAPE BRETTON 
BRANCH OF THE CONSUMERS’ ASSOCIA- 
TION OF CANADA TO THE CAPE BRETON 
REGIONAL PLANNING COMMISSION. 


The prime objective of the Cape Breton 
Branch of the Consumers’ Association of 
Canada is to work and speak for the consum- 
er in this area, and any action by government 
or industry which affects the cost of living is 
a matter of grave concern. As many of our 
daily needs are brought in from other parts 
of Canada and the United States in less than 
ecarload shipments (L.C.L.), the recent change 
to the size density formula for computing 
freight costs cannot help but materially affect 
our cost of living, except for one peculiar 
instance. Certainly higher prices for clothing, 
particularly in childrens’ sizes, light weight 
bulky foods, and furniture not only place a 
heavy burden on the individual, but would 
also be a matter of concern to industries plan- 
ning to settle here. 

For these and many other reasons, especial- 
ly in the light of the present economic situa- 
tion, the Cape Breton Branch of the Consum- 
ers’ Association of Canada strongly urges 
reconsideration of the size density formula. 


SYDNEY, February 6, 1968. 
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APPENDIX A-25 


SUBMISSION OF THE COMMITTEE ON CONTAINERIZATION OF THE 
SYDNEY BOARD OF TRADE 


Mr. Chairman, and members of the Canadi- 
an Parliamentary Committee on Transporta- 
tion, it is a great privilege to have the oppor- 
tunity of presenting a brief to your committee 
at this time. This brief will present the views 
and proposals of the Committee on Container- 
ization of the Sydney Board of Trade con- 
cerning the part which Canada can, and 
must, play in the future of world transporta- 
tion, and the very important part which Nova 
Scotia, and particularly Sydney, will play 
when our nation assumes this important role. 


We are presenting this as a separate brief 
from that of the Cape Breton Regional Plan- 
ning Commission because it deals with an 
entirely different approach to this whole mat- 
ter of transportation in the Atlantic Prov- 
inces, and outlines a different approach for 
Canadian Transportation Policy. Because of 
this it was felt that it should not be included 
with other briefs which deal with a number 
of different aspects of .present transportation 
difficulties in the Atlantic Provinces. 


In presenting a new approach to Canada’s 
role in world transportation, we feel it is 
necessary to adopt an entirely new concept of 
Canada’s position relative to the rest of the 
world and more particularly to the more 
highly developed areas of the world. I would 
ask you, therefore, to look at this map, which 
I have brought to illustrate the point. 


You will notice that this map is projected 
in such a way as to show North America as 
the central portion of the world with Russia, 
Japan, China and other portions of the far 
east immediately adjoining it on the west; 
Central and South America to the south; 
Africa, the Mediterrean and Middle East to 
the South East and Europe to the East. North 
and East around the Scandinavian countries 
lie Northern Russian Ports. 


But for our purposes we will consider that 
all of these areas look inwards to North 
America as the center of the world. Using 
this concept you will notice that the outer 
fringes of the east and west sectors consist 
of the vast area of Asia, made up of 


Siberia, Mongolia and the northern parts 
of India and Tibet, which are to a large 
extent both sparsely populated and relatively 
undeveloped. In other words, if we look at 
the developed and developing portions of 
the world, we are ideally equipped to be the 
inter-connecting link between the various 
trading nations of the world. 


From the earliest days of history, the major 
transportation link between countries has 
been ocean travel. From early history also, it 
has been felt that water transportation was 
the cheapest possible method of getting goods 
from one country to another, even if goods 
were being taken from the east coast to the 
west coast of a continent, and, of course, until 
recent years this was very valid. However, 
with the development of land transportation 
systems, particularly high-speed trans-conti- 
nental land transportation systems, it can 
now be shown that a combination of sea- 
land and sea-land-sea transportation, using 
modern techniques, can be much _ cheap- 
er and certainly a great deal faster than the 
type of water transportation that has been 
used for many years. 


This is particularly true when it is realized 
that the major water-ways which permit 
inter-continental travel without _ sailing 
around the extremities of the southern conti- 
nents, namely the Panama Canal and the 
Suez Canal, require shipping to follow a long 
and tortuous route which adds greatly to the 
time factor involved in shipments. In addition 
the political difficulties which interferred with 
the free passage of ships through the Suez 
Canal in recent years are well known and the 
technical limitations, and to some extent 
possible instability of the political situation, 
in the Panama Canal zone are also forcing 
shipping interests to consider other alterna- 
tives to this Central American World Trans- 
portation link. 


Canada is noted throughout the world for 
the stability of its Governmental system and 
for the moderate and responsible attitude of 
its people to the rights of anyone with 
whom they deal. If, therefore, any country 
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is to assume the very important role of being 
the inter-connecting link in this vast world 
transportation system, I believe it can be 
safely said that Canada would have greater 
acceptance in attempting to assume this role 
than any other country in the world. 


The concept that land travel, particularly 
transcontinental land travel, can be not only 
a great deal quicker, but cheaper than water 
transportation is now being discussed under 
what has become Known as the Land Bridge 
System of transportation. This system has 
evolved from the comparatively new method 
of transporting goods in standardized contain- 
ers known as containerization of cargo. This 

- provides for the handling of goods in special- 
ly constructed containers which can be trans- 
ported equally well on ships, trains or 
trucks. This means that a container shipment 

_ originating on one continent can go by ship to 
a Canadian port to be unloaded there onto a 
railway car, be transported across the North 

_ American continent to the opposite coast, be 

loaded on another ship there and go across 
the ocean to another continent, without the 

- container being opened. 


The advantages and economies of this sys- 
| tem are obvious and in particular involve 
' standardized handling procedures and equip- 
ment and virtual elimination of pilferage. 


What can make this concept both cheaper 

and quicker is the use of unit trains, made up 

- of many cars which will proceed non-stop 

from coast to coast or coast to major traffic 

' centres, except for re-fueling and any other 
technical requirements. 


It can be readily recognized in this system 
that all of the cargo will not be destined to go 
| across the country and out to another conti- 
| nent, but will be consigned to destinations 
_ within the continent, more particularly in the 
' central or more populated section of the 
country. It will also readily be recognized 
that this central section of the continent, and 
indeed all portions of the continent, will have 
cargo to go from present production facilities 


| to either coast. It follows that there would be 
| a considerable inter-change of traffic going 

east and west to and from major Canadian 
| Railway Centres and also north and south to 


the major trans-continental transportation 
role in North America, both for Canadian 
traffic, and for United States traffic. 

27695—53 


You may ask why Canada could assume 
this role rather than United States. The 
answer to this is that Canada has a unified 
railway transportation system from coast to 
coast, whereas the railway system in the 
United States is fragmented with a number of 
different lines. This makes it rather difficult 
to establish a proper coast to coast unified 
transportation system to handle through 
traffic technically and at an economical cost. 


You may ask why we consider that Canada 
is best suited to assume this role and we 
would draw your attention again to the map 
and the geographical positions which it 
shows. You will notice that Vancouver is the 
closest major port to Japan, which is the 
main trading nation of The Orient and also to 
China which is very nearby. If you will look 
also at Nova Scotia, and particularly Sydney, 
you will find that due to the curvature of the 
earth and the shape of the North American 
continent, we are the closest North American 
Port to Europe, The Mediterranean. and a 
good part of Africa. In addition, Nova Scotian 
ports are closer to South America than is 
New York. This means that any direct inter- 
continental link by sea would best be cen- 
tered on Nova Scotia, since it contains the 
closest North American Port to the majority 
of the major trading centres. 


Consider for a moment, a world transporta- 
tion system which would be centered on Nova 
Scotia and notice the benefits which would 
accrue to most world transportation due to 
the setting up of the major switching point of 
world traffic here. 


It has already been pointed out that we 
have the closest North American Ports to the 
continents bordering the Atlantic Ocean. But 
equally important, we have the best suited 
ports to take advantage of the new Land 
Bridge Concept of transportation, using con- 
tainerized shipments since they are directly 
linked with the Canadian Trans-Continental 
Railway system. This would provide fast 
efficient transportation for goods coming to 
and from the other continents to North 
America and coming from the other conti- 
nents across North America to and from The 
Orient. 

The new type of sophisticated specialized 
containerized ships which are being deve- 
loped at the present time depend for their 
profitability on the quickest possible turn- 
around time on a trans-ocean round trip. 
Since Sydney is the most centrally located 
North American Port, a full scale containeri- 
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zation facility set up in this harbour would be 
in the best position to provide this. 


It is our understanding that the major ship- 
ping companies are looking to an operation 
which would provide a weekly service from 
Europe, and other points, to North America 
with two ships. This would be possible using 
Sydney Harbour, whereas it would be very 
difficult if a port anywhere else but in Nova 
Scotia were used. The time factor would 
make the use of any other Canadian Port 
very difficult to use if the two ship, once-a- 
week service is to be maintained, having 
regard to possible delays on the trans-Atlan- 
tic voyage. 


It is natural that we should impress upon 
you the desirability of using Sydney Harbour 
as the Eastern Terminus of the Canadian 
Land Bridge containerization transportation 
system, but we feel that it warrants this posi- 
tion on its merits. You can see also that estab- 
lishing this terminus here would be the single 
most effective catalyst to promote industrial 
development in Cape Breton and the Atlantic 
Provinces, that is available to us. 


A very erroneous impression has been 
created that Sydney has a serious ice problem 
during the spring months. Many years ago 
this may have been warranted, but in recent 
years and particularly since the use of Syd- 
ney Harbour as the base of operations for the 
Canadian Icebreaker Service, winter condi- 
tions have posed a very minor problem for 
shipping in and out of Sydney Harbor. As a 
matter of fact, in several of the past ten 
years, there has been no problem whatsoever, 
and in the other years the problem was of a 
very minor nature. A copy of a recent report 
from the Ice Control Central Office in Halifax 
is attached to this brief as Appendix A. 


One requirement of a full scale containeri- 
zation port of this magnitude is the availabili- 
ty of suitable land adjacent to deep water and 
with availability of proper rail facilities, as 
well as access to major highways. At Point 
Edward, on Sydney Harbour, north of the 
Industrial Park which is presently being 
established, there is an area of land which is 
ideally suited to this purpose and which could 
be developed into a full scale containerization 
facility at a comparatively small cost. 


The Harbour itself is well suited to the 
type of shipping which our research indicates 
will be used for containerization shipping 
traffic, namely ships of from 25,000 to 35,000 
tons. It has a controlling depth at the mouth 
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of 38 feet at low tide with greater depths than 
this available over a large area of the har- 
bour and within 500 feet of the proposed site 
of the major installation. 


Mr. Chairman and members of the Trans- 
portation Committee, this plan is a bold new 
concept which can catapult Canada into the 
forefront of the trading nations of the world 
more quickly and dramatically than any other 
single development in the foreseeable future. 
You can readily see the ramifications of the 
successful development of this concept, as far 
as transportation costs in the Atlantic Prov- 
inces and across the whole country are con- 
cerned. The increased volume of business 
which would be carried on the Canadian Na- 
tional Railways system would have to result 
in great benefits to the efficiency of the sys- 
tem and consequently result in greatly 
reduced transportation costs which could 
revolutionize the whole Canadian Transporta- 
tion picture. 


Using the containerization system and the 


Unit Train concept, it can readily be seen © 


that the disadvantages which are presently 
inherent in the Atlantic Provinces distance 
from market could be substantially reduced, 
if not eliminated. We would be getting the 


benefits of a rate structure which is based on 


the type of volume which is presently carried 
in the Ontario-Quebec areas, and a speed of 
transportation which would make our goods 
available to the central market in 24 hours. 


Our Committee has held discussions with 
officials of the Canadian National Railways, 
The Department of Transport, The Atlantic 
Development Board, Canadian Shipping Com- 
panies and with a Canadian manufacturer of 
container systems. In addition we have dis- 
cussed it with management consultants work- 
ing on Industrial Development projects in the 
Atlantic Provinces, have had correspondence 
with the various Ministers of the Cabinet who 
are concerned with this type of development, 


the Director of the Maritimes Transportation — 
Commission and the President of the Canadi-_ 


an Transport Commission. We feel that we 
have presented this case to all persons who 
should be interested in having this system 
become a reality and now we have brought 


the project to your committee for your 


consideration. 


Mr. Chairman and gentlemen, your concern 


and responsibility as members of the Parlia- 


ment of Canada is to initiate and implement 
those policies and developments which oper-. 
ate in the best interests of the citizens in the 


| 
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country as a whole. We submit that the suc- 
cessful implementation of a Trans-Canada 
Transportation System embodying east coast 
and west coast major containerization port 
facilities in Canada, with a Trans-Continental 
Railway Land Bridge System joining them at 
a reasonable transportation rate per container 
mile would be the most constructive project 
which could be recommended to Parliament 
to promote the proper development of indus- 
try and resources in our country. We urge 
you to use every effort to bring together the 
parties concerned immediately to begin to 
have this plan implemented, and we offer our 
services in whatever way they may be used 
to bring this about. 


We realize that before proceeding you 
would wish to have a properly documented 


study of this whole matter completed by - 


properly qualified consultants who would 
investigate all of the ramifications of estab- 
lishment of such a system. It is fortunate that 
within the past month, the Atlantic Develop- 
ment Board has commissioned a full scale 
study of the economic possibilities of the deep 
water ports of Nova Scotia, having regard to 
super cargo ships of the future carrying bulk 
cargo and, it is our understanding, also of 
containerization shipping. We have been 
assured that Sydney Harbor will be included 
in this study as well as Port Hawkesbury and 
Halifax and some New Brunswick ports. It is 
also our understanding that this study will be 
available by April, so that the required 
professionally developed information men- 
_ tioned above, will be available very quickly. 


However our research indicates that, hav- 
ing regard to cost of development of the 
| necessary facilities and general suitability for 
_ the purpose, Sydney Harbour is best suited to 
_ development for containerization shipping as 
_ the Eastern terminus of the North American 
Land Bridge Transportation System. 


It is our understanding that this system 
could be put into operation in Canada in a 
relatively short period of time, and that this 
_is an advantage which we have over our 
neighbour to the south. Our advisors indicate 
| that if Canada can have this facility in opera- 
tion first in North America in an efficient and 
economical manner, then it is quite probable 
that we could influence and attract most of 
_the major shipping companies to use the 
Canadian Ports, particularly for traffic to the 
Central and Western parts of the North 
| American continent and The Orient. So there 
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is great urgency about getting this project 
underway just as soon as possible so, that the 
next phase, selling the shipping companies on 
the system as a sound business proposition, 
can begin. 

Your committee, Mr. Chairman, would be 
doing a great service to Canada and effective- 
ly discharging your’ responsibilities as 
representatives of the people if you were to 
follow this matter through to a successful 
conclusion immediately upon your return to 
Ottawa. 

Attached to this brief you will find various 
Appendices which give statistics and other 
factual information to substantiate the mat- 
ters mentioned in this brief. 


Thank you, Mr. Chairman. 


DEPARTMENT OF TRANSPORT 


Ice Forecasting Central, 
P.O. Box 792, 
Halifax, N.S. 


Mr. A. Bruce McDonald, 
Chairman, Advisory Board, 
Regional Planning Commission, 
68 Milton Street, 

Sydney, N.S. 


Dear Mr. McDonald; 


Further to my letter of November 17 I have 
examined the periods of difficult escort in the 
approaches to Sydney and find the following: 


1959—Escort was difficult Feb. 19-Mar. 5 
but would not have stopped shipping. 


1961—Feb. 12-Mar. 8 escort difficult but pos- 
sible 
Mar. 26—Apr. 2 shipping stopped for 
three days (Actually Mar. 22-24). 
Apr. 9-23 shipping stopped for seven 
days (Apr. 7 and 13-17). 


1962—Mar. 23-Apr. 2 shipping stopped for 7 
days (Mar. 23-29) 


1967—-Apr. 10-May 5 there were two days of 
strong onshore pressure which could 
have damaged ships in the ice, 12 days 
of weak onshore pressure which would 
probably have stopped shipping unless 
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vessels were sturdy and there was a 
strong reason for forcing entry. On the 
remaining 14 days the area was con- 
gested with onshore pressure and ship- 

ping could progress slowly. 
Periods in which penetration of 
ice was necessary to reach port 
1958. Hise: <raGio vente \repees merce Pasties + 
1G BO eas ow cree tae 1 week inssahics- 
Her Nerr sch teeter, Senator cts tottoas (en mabe tric ges 
TOGE arte tte oes ee 8 weeks ....... 
LOG 2st 5 eesti See tere De WEEKS) ).enls . 
LOGS aR Fe. § cave OMe ee 1 aWeCK eee « 
LOGAM Me baa ere 1 week teu... 
OGD els. y-cue oes ele eeakotnvaters li weelkd 2a. Ay Ses. 
TOGG Aire. See © Ober Son PRE. . 
TOG aie bi eat Meare lpiw eels bee es 


Locally formed Young and Pancake ice has 
been ignored since most ocean going ships 
could penetrate it without trouble. The first 
column merely indicates the presence of any 
Gulf ice completely enclosing the entrance to 
Chedabucto Bay whether it is loose or closely 
packed. The second column indicates approxi- 
mately when escort would have been desira- 
ble and where. Our historical maps are drawn 
at weekly intervals and although some of the 
escort periods may have been for only 3 or 4 
days it would be very difficult and time con- 
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As requested I have examined the ice 
situation in the approaches to Port Hawkes- 
bury and have the following data to report 
concerning only the heavy Gulf ice which has 
drifted down from Cabot Strait. 


Date when escort would 
have been needed 


ae 


Feb. 26-Mar. 5 Ice in Chedabucto 
Bay and approaches 


0 

Feb. 26-Mar. 4 Ice in Bay & 
approaches 

Apr. 16-23 Ice in Bay & approaches 

Mar. 7-14 Ice in Bay & approaches 

April 23-30 Ice offshore 

Mar. 26-Apr. 2 Ice offshore 

Nil 


suming to make a more detailed breakdown. 
In normal winters such as 1962, 63, 64, and 65 
a brief escort period is likely. In mild winters 
such as 1958, 60 and 66 none is needed but in 
cold years the period may rise to about two 
weeks. 


Clearly there is less of an ice problem here 
than at Sydney, 
YOurs truy. 
W. E. Markham, 
Officer-in-Charge. 


—_—- 


March 7, 1968 


Transport and Communications 


563 


APPENDIX A-26 


SUBMISSION 
to the 
PARLIAMENTARY COMMITTEE 
on 
REGIONAL TRANSPORTATION 
(1968) 
by 
SYDNEY STEEL CORPORATION 


PARI I 
INTRODUCTORY 


1. Sydney Steel Corporation (formerly oper- 
ated as Sydney Works of the Dominion Steel 
and Coal Corporation) employing approx- 
mately 3,000 is located in the Atlantic Prov- 
inces remote from the principal market area 

in Canada (i.e. between Montreal and Wind- 
sor, Ontario) where about 75 per cent of 
Canadian Steel consumption occurs. 


2. Because of the great distances involved 
to the principal consuming region, with 
freight costs representing an important factor 
in steel marketing; to offset differences in 

such costs freight absorption has been a 
recognized method of equalizing competition 
between producers shipping to a particular 
point. 
| 3. The Atlantic Provinces are a relatively 
| small steel consuming area.* If Sydney Steel 
Corporation was entirely dependent upon he 
_market of the Atlantic Provinces it could only 
| Operate a few weeks each year. Consequently, 
| to obtain an economical production volume, 
| most of the production must be shipped into 
Central Canada or alternatively the world 
| export field. 


4. While it has been stated that the Sydney 
steel plant is advantageously situated close to 
a source of raw materials, the proximities to 
raw materials do not weigh as advantageous- 
ly as it would appear in relation to plants 
located in southern Ontario. The fact that 
| Cape Breton coals make poor coke present 
_ processing problems. 


*In 1966 shipments from Sydney to the Maritimes 
exclusive of rails and tie plates to the railways 
for “On Company Service’ and exclusive of 
blooms and ingots to Trenton, was only 4.8 per 
cent of the total shipments. 


SYDNEY, NOVA SCOTIA 


do. It has also been stated that the steel 
industry located in Sydney has a more advan- 
tageous position to export markets compared 
with other Canadian Steel producers. While, 
in the past, the export market afforded the 
Sydney location some advantages, the 
increased competition which the industry has 
been confronting from other steel producing 
countries with their lower living standards, 
long term export credit terms and other trade 
policies,* has resulted in a continual decrease 
in the percentage of production that is 
exported.** Within the domestic market alone 
it has been difficult on occasions to compete 
with foreign producers and it has resulted in 
either increased absorptions where marginally 
possible in order to remain competitive or 
withdrawal from the market entirely. Our 
ability to contend with imports is difficult 
because of transportation differentials that we 
have to absorb in the first place. What was a 
relative advantage some years ago in selling 
to world markets no longer obtains and 
indeed in some respects has become a disad- 
vantage when compared with other producers 
who can maintain their operations at a satis- 
factory level by disposing of a major portion 
of the proeuction in the domestic market and 
realizing thereby a higher dollar return per 
ton of product than can be obtained in the 
export field. 


6. Therefore, the prime disadvantage of the 
Sydney plant is the relatively long distance 
from that part of Canada constituting the 


principal steel market area. Steel producers 


*Tariff reductions on import steel as_ result 
Kennedy Round $2.40 per ton (effective January 1, 
1968). 

**Whereas in 1936 for example, 61 per cent of 
the steel shipments from Sydney were to export 
markets, in 1967 exports only accounted for 17.8 
per cent of the total quantity. 
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located within this market area have the 
added advantage of being able to effect deliv- 
ery within hours or a very few days. Addi- 
tionally they possess also alternative methods 
of delivery to a greater degree. Moreover, the 
impact of motor transport and water competi- 
tion* has resulted in rate reductions to a 
much larger extent than has been obtained in 
other areas. Then too, the competitive posi- 
tion of the Sydney Steel industry has been 
further aggravated by the horizontal percent- 
age increases in freight rates which have also 
contributed to upset rate relationships and 
forced greater absorptions in transportation 
costs, when that was possible at marginal net 
returns, in order to obtain access to the prin- 
cipal markets in Canada. These combinations 
of developments have had erosive effects on 
the movement of steel traffic from Sydney in 
an expanding economy. 


7. The necessity of catering to customers on 
short notice, the relatively higher costs in 
shipping finished products from the Maritime 
area, and the effects of motor transport and 
water competition on the freight rate struc- 
ture in the Central Provinces all contribute 
in forcing industries to establish finishing 
plants within Central Canada. Those plants 
use primary steel produced at Sydney but the 
semi-finished steel used by the finishing plants 
must bear high transportation costs resulting 
from the long haul from the Sydney Plant. 


8. But for the Maritime Freight Rates Act 
the situation would have been relatively 
worse. Indeed, if it were not for the Act, it is 
very questionable if Sydney Steel operations 
would have been able to carry on at all and 
certainly not at the present scale; unless in 
the process the increasing level of rates 
would have made water transportation more 
attractive—as it has already done in several 
instances during the past few years—and it is 
likely to do again if rail rates are further 
increased. 


9. What has been Sydney’s experience must 
also be that of other manufacturing industries 
requiring markets larger than that offered 
by the Atlantic Provinces in order to be com- 
petitive—except possibly those industries that 
produce high valued commodities of small 
bulk where transportation constitutes an 
insignificant factor. 


*Particularly since the opening of the St. Law- 
rence Seaway. 


Transport and Communications 


March 7, 1968 


PART If 
HISTORICAL BACKGROUND 


10. Undoubtedly the historical and econom- 
ic aspects of the transportation problem as it 
affects the Atlantic Provinces will be fully 
developed in other submissions to the Com- 
mittee. It is considered sufficient in this pres- 
entation to emphasize only certain aspects in 
support of Sydney Steel Corporation’s case. 


11. For the Atlantic Provinces to prosper 
they must have access to the principal mar- 
kets of Canada. Because of their location it 
cannot be stressed too strongly that there is 
only one way for their industries to go to 
reach the large domestic markets. Industry at 
or near the centre have the advantage of 
trading in diverse directions and possess 
economic advantages by being adjacent to 
areas of vast natural resources. 


12. Under the terms of Confederation a rail 
link between the Maritime Provinces and 
Canada was stipulated by Section 145 of the 
British North America Act. There were three 
main reasons behind the demand for a rail- 
way at Confederation. First, it would serve 
the political objective of uniting the separate 
Provinces into one nation. Second, it would 
provide Upper and Lower Canada with an 
all-Canadian Link with the Atlantic Ocean 
throughout the year and, finally, it would 
serve the commercial objective of linking the 
markets of the newly formed nation. 


13. The report of the Reyal Commission of 
Maritime Claims (1926)—‘“‘The Duncan Com- 
mission’”—and the Maritime Freight Rates 
Act (1927), which gave statutory recognition 
to that Commission’s findings and constituted 
a declaration of policy on the peculiar freight 
rate structure applicable to the territory, 
should form the basis or starting point for a 
consideration of the transportation problems 
that have arisen since that time with but one 
reservation—cognizance still has to be taken 
of the fact that there still remained imbedded 
in the rate structure the effects of Horizontal 
Percentage Increases on Freight Rates. 


14. The Act partially corrected freight rate 
revisions and horizontal percentage rate 
increases between the years 1912 and 1927. 
The Duncan Commission accepted evidence 
that since 1912 the cumulative increase of 
freight rates on the Inter-colonial Railway © 
had been 92 per cent compared with an 
increase of only 55 per cent for the rest of 
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Canada. It re-established partly the policy 
inherent in the construction and operation of 
the Intercolonial Railway; a policy which 
recognized that; 


(a) There was an obligation on Canada 
to provide to Maritime manufacturers 
some form of assistance which would 
“afford to Maritime merchants, traders 
and manufacturers a market of several 
millions of people instead of their being 
restricted to the small and_ scattered 
populations of the Maritimes themselves.” 


(b) That strategic considerations deter- 
mined a longer route than was actually 
necessary. 

(c) That to the extent that commercial 
considerations were subordinated to 
national, imperial and strategic condi- 
tions, the cost of the railway should be 
borne by the Dominion, and not the 
traffic which might pass over the line. 

(d) To provide assistance insofar as it 
is reasonably possible to do so without 
disturbing unduly the general rate struc- 
ture in Canada. 


15. It is quite obvious that due to the long 
distance and the unfavorable quality of exist- 
ing highways between the Maritimes and the 
larger Central Canadian markets, manufac- 
turers in the Maritimes rely, for the most 
part, on rail transportation. The early rate 
structure in the Maritime Provinces and the 
rate level established following the passage of 
the Maritime Freight Rates Assistance Act in 
1927 was designed to permit manufacturers in 
the Maritimes to compete in Central and 
Western Canadian markets, without the dis- 
tance handicap separating them from these 
domestic markets. While the wording of the 
Maritime Freight Rates Assistance Act is clear 
in its intent that this advantage was to be 
maintained, events have shown that the Act 
is unable to compensate for rate reductions 
outside the region by virtue of other carrier 
competition and particularly the development 
of truck competition in Central Canada with 
short hauls and a high density of traffic, the 
Railways have been forced to reduce a large 
proportion of their rates in an effort to retain 
traffic. In addition, the Railways have been 
prevented from applying the full amount of 
the numerous post-war rate increases to areas 
where competition is keen, with the result 
that such increases have fallen much more 
heavily on the Atlantic Provinces as compared 
to Central Canada. Obviously with the two 
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factors of competitive rate reductions within 
Central Canada and the uneven application of 
horizontal percentage increases, the relation- 
ship between the rates within Central Canada 
and the rates between the Atlantic Provinces 
and Central Canada has become badly dis- 
torted in favour of Central Canadian ship- 
pers. If industry is to expand, and indeed the 
existing ones to survive in the Atlantic Prov- 
inces, recognition must be given to the condi- 
tions as contained in the preamble to the 
M.F.R.A. that railway costs were not to be the 
controlling factor in shipping to Central 
Canada. 


16. The railways of the United States and 
the Interstate Commerce Commission as well, 
recognize the highly complex market condi- 
tions and the competitive nature of the iron 
and steel business. 


The Interstate Commerce Commission in a 
proceeding, reported as “ex parte 162”, gave 
effect to the request made by the railways 
that the increase on iron and steel products 
be limited in all instances to a maximum of 
eighty cents (80c.) per ton and it is our view 
that a formula which recognizes the principle 
accepted by the Interstate Commerce Com- 
mission would afford a reasonable solution of 
our difficulties. What we suggest is that if we 
take as a starting point the rates applicable to 
the movement of our products from Sydney 
to other parts of Canada as those rates stood 
prior to the increases ordered in 1948, any 
increase in the freight rate on any commodity 
from our plant to a given point elsewhere in 
Canada should be limited to the amount in 
dollars which our competitors would be 
required to pay by way of increased freight 
upon the same commodity to reach the same 
point. To adopt such a formula would be a 
belated recognition of the principles inherent 
in the Duncan Commission’s Report and 
would, in our view, conform to the spirit of 
Section 8 of the Maritimes Freight Rates 
Acti* 


PAT TELL 


THE IMPACT OF HORIZONTAL 
PERCENTAGE INCREASES 


17. Appendix No. 1 indicates a comparison 
of increases applied on coal and steel billets 
from Sydney to Montreal from April 8, 1948 


* 1949 Submission to the Royal Commission on 
Transportation. 
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to December 31, 1967. Had similar increases 
been applied on the steel product the present 
rate would be $4.63 per ton instead of the 
existing $5.60 per ton—a difference of $0.97 
per ton. 


18. In Appendix No. 2 there is set forth the 
differential of Sydney over Hamilton on steel 
products to two major outlets for Sydney 
Steel Corporation products. 


19. Appendix No. 3 outlines the actual 
freight paid on rail shipments alone for the 
period 1963 to 1967 (exclusive of Maritime 
Freight Rates Act reimbursement to the rail- 
ways and excluding freight costs in the deliv- 
ered prices of materials purchased and 
materials sold F.O.B. plant.) In addition to 
actual freight costs in Column “A”, to meet 
the competition of the principal steel produc- 
ers in the Central area, Column “B”’ indicates 
the amount of freight absorbed during that 
period. 

The 1968 is an estimated forecast on pri- 
mary steel products with the outward freight 
cost estimated on a PREPAID or delivered 
basis. 


20. Consideration should also be given to 
freight costs on inward commodities as a 
result of geographical location with such costs 
being either an increased operating expense 
or passed on to consumers at the retail outlet. 


21. It cannot be gainsaid, therefore, that the 
necessity of absorbing differences in trans- 
portation costs to the principal markets con- 
stitute a predominant factor in depressing the 
returns to various types of industries in the 
Atlantic area and as a consequence has unfor- 
tunately placed a limit on development and 
expansion. 


22. Studies undertaken in the past have 
shown that the St. Lawrence Seaway would 
enable us to lessen the impact of horizontal 
increases to some interior markets, but the 
Seaway has also facilitated steel importation 
at lower laid down costs in vessels other than 
those of Canadian or Commonwealth registry. 


23. While water transport offers an alter- 
native means to move steel products during 
the navigational season and can exert a 
temporizing influence over further horizontal 
percentage increases, absorptions are none 
the less necessary to equalize the advantages 
which the increases have aggravated. 
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THE RAILWAY AS A PRODUCTION 
LINE & RATE ARBITRARIES 


24. Montreal and Toronto are 931 miles and 
1,263 rail miles respectively from Sydney and 
one can realize the importance and the need 
for fast and reliable service. Because of the 
distance rail transport is vulnerable to delays 
arising from adverse weather conditions and 
delays in switching from terminal yards to 
plant sites. Needless to say increased co-oper- 
ation and improved liaison with the railways 
have resulted in improved deliveries of steel 
shipments. 


25. Steel rates from Sydney to Western 
Canada are currenily constructed by arbitrar- 
ies over the ‘Montreal-Toronto-Windsor” rate 
group and we are not proposing any changes 
in the recognized arbitrary structure. 


26. In a previous economic study prepared 
by a well known firm of consultants* for the 
Nova Scotia Government, the following con- 
clusions were reached on the Sydney Steel 
operations: 

“We anticipate that Sydney, with proper 
Government support will be expanded to 
its optimum economic level. To permit 
expansion of existing facilities at Sydney 
and to keep them operating as long as 
possible the Government of Nova Scotia 
should continue its fight to reduce freight 
rates which now seriously penalize it in 
relation to its competition.” 


PART V 


TRANSPORTATION AS AN 
INSTRUMENT OF NATIONAL POLICY 


27. The so-called “McPherson” Royal Com- 
mission on Transportation, Volume II, Appen- 
dix “A’’, Page 216, on Special Regional As- 
sistance states: 

“In the introduction to this volume of 
our Report we drew a clear distinction 
between the objectives of the National 
Transportation Policy, which we deem to 
be efficiency and economy in the trans- 


portation system, and the objectives of a | 


National Policy which uses transportation 
to achieve certain ends. We emphasize 


* Arthur D. Little, Inc. 
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that the assessment of national policy 
objectives for economic development, 
political unity, social welfare or any 
other purpose is, in our view, a matter 
which very definitely is not within our 
Terms of Reference. We stated further 
that in regard to such objectives we felt 
our area of responsibility to be confined 
to making pertinent observations respect- 
ing the effects on the National Transpor- 
tation Policy of national policies making 
use of transportation. 


We also suggested that, properly 
applied, transportation may be an effec- 
tive instrument to use for the pursuit of 
national policy objectives, particularly 
where great distances are a limiting fac- 
tor to balanced national growth. 


It is within this framework that we 


approach the economic case of the 


Atlantic Provinces for transportation 
assistance. 


The Case for Transportation Assistance 
to the Atlantic Regional Economy 


The submissions from the Atlantic 
Provinces put forth an argument for 
transportation assistance on the grounds 
that the economy of the Atlantic Region 
operates below levels of other regions of 
Canada. They contain an invitation to the 
Federal Government to eliminate general 
income differentials between them. They 
propose that transportation be used as an 
instrument of national policy as an inte- 
gral part of any measures to this end. 


Apart from the evidence on the econo- 
my of the Atlantic Provinces which was 
presented to us in the submission of 
the Maritime Transportation Commission, 
there is a wealth of other analytical 
material available from which one can 
draw the conclusion that the economy of 
these Provinces lags behind that of Cana- 
da as a whole. It is feasible, in the light 
of this conclusion, to use transportation 
assistance as one of the means of dealing 
with this lag. 

The Atlantic Provinces themselves pro- 
pose that such assistance might be given 
in respect of their economic position and 
that it should be in the form of a subven- 
tion separate from that under the Mari- 
time Freight Rates Act. While disclaiming 
scientific accuracy, they set out in the 
submission of the Maritime Transporta- 
tion Commission a method by which the 
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level of such special assistance might be 
determined. We feel that our Terms of 
Reference do not include the assessment 
of the propriety of the assistance level 
proposed. It is, however, clear that such 
a level can be determined, if it is benefi- 
cial to use transportation as an instru- 
ment of national policy in the region of 
the Atlantic Provinces. 


In such a case, consideration should be 
given to designing the special assistance 
in such a way as to achieve the optimum 
result. It was represented to us that, ‘It 
seems unlikely that the employment 
which results from the further develop- 
ment of the resource-based industries, 
from increased activity in construction, 
or from growth in the service trades will 
be sufficient to relieve the pressure of 
excess labor in primary occupations, 
including coal mining, and to provide 
placement for those entering the labour 
force with increases in population’. 


It was fully suggested in the evidence 
presented to us ‘that one of the major 
factors creating or causing lower levels of 
income in the region relative to other 
parts of Canada has been a lack of 
growth in secondary manufacturing’ and 
‘that transportation might be used as a 
medium for encouraging the movement of 
manufactured goods from the Atlantic 
Provinces to the mass markets of Canada.’ 


Should it, therefore, be deemed advisable 
to give special transportation assistance 
to the Atlantic Provinces to overcome 
economic lag, such special assistance 
might well be designed to assist the 
movement of the products of secondary 
industry where it may have the greatest 
employment generating impact. It should 
be practical and administratively possible 
to define secondary industry for this 
purpose. 


There remains the need for us to reit- 
erate the criteria for such special trans- 
portation assistance. We can do no better 
than to refer again to the principle set 
out as a guide for policy in Volume I of 
our Report, ‘When transportation assist- 
ance is introduced as a policy designed to 
assist a region or an industry it should be 
implemented so that there is no distortion 
introduced into the transportation indus- 
try itself.’ Placing upon one mode a bur- 
den because of regional or industry trans- 
port policies will force a shifting of the 
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burden to some shipper unprotected by 
competition. Placing upon one mode of 
transport a benefit because of regional or 
industry transport policy is to give it an 
advantage over its competitors not dictat- 
ed by efficiency, with consequent over- 
expansion of the favoured mode, and 
constraint upon the others.” 


PART VE 


METHOD TO APPLY TO STEEL RATES 
AND OTHER PROPOSALS TO PROMOTE 
ECONOMIC DEVELOPMENT 


28. The rate assistance that Sydney Steel 
requests is directed to off-setting freight rate 
charges “which now seriously penalize it in 
relation to its competition”. For seeking rate 
parity with Hamilton in the Montreal area we 
are merely reaching out to the fringe of the 
major steel market in Canada, with such sur- 
charges in rates to points in Central Canada 
beyond Montreal that are obtainable from 
today’s rate structure. 


29. Whatever form the assistance may take 
it should be clearly identified with the trans- 
portation factor as a matter of public policy. 
Our approach to alleviating our handicap 
is predicated upon the historical purposes 
behind the Maritime Freight Rates Act, 
however, the following are submitted from a 
transportation aspect to promote the economic 
development of the Atlantic region in 
general: 

(a) An early revision or up-dating of 
the Maritime Freight Rates Act or an 
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alternative form of assistance providing 


for a 40% reduction on the proportion of 
the through rates from points in the area 
described as “Select Territory’ to points 
beyond. (Instead of the existing 30%). 

(b) A payment of 20% assistance to 
other modes of transport for similar 
movements. The payment of assistance to 
other modes of transport out of the “se- 
lect territory”? should ensure the optimum 
use of transportation resources through 
competition. 

(c) Permit the trading of foreign- 
owned, foreign built vessels on the 
Canadian coastal trade. 
east thereof) 

(d) The development of containerized 
services to major points in the Atlantic 
Region on a year-round basis. 

(e) The railways to make available to 
properly licensed motor carriers the 
facilities of piggy-back service to all 
points within the Atlantic Provinces 
where ramps are available and future 
demands warrant installation. 

(f) An early completion of all weather 
roads on main trunk highways within the 
Atlantic Provinces; and the construction 
of the so-called “Corridor Road” to short- 
en the existing highway route to the 
Montreal area. 

(g) An improvement in the supply of 
railway equipment including locomotive 
power during adverse weather conditions. 


(Montreal and 
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APPENDIX No. 1 
RAIL FREIGHT RATES (CAR LOADS) 


FROM SYDNEY TO MONTREAL 
ALL RATES PER TON OF 2000 LBS. 
a 


+Increase or Steel Billets + Increase or 


Coal —Reduction andBlooms W—Reduction 
(a) (b) 
PDT cl OAG 6 time « ewnlinid bi $3.80 $3.84 
Ayprih Beri948 tie Canintitios. 4.02 + .22 4.64 + .80 
June SOPPOST 00 .. Pap Lan 4.84 + .82 8.45 +3.81 
Oy ke LUO Ee Ree 4.41 — .43 7.64 — .8i 
| 55d Eas p PD E11: DRS RP 4.59 + .18 8.95 + .31 
| Hugustdio el 9Girakis. ast sic 4.59 8.41 — 54 
) December 14, 1959 .../.. 64. 4.59 8.00 — .41 
Mass; ROGla, ie Provincia, 4.59 7.90 — .10 
4.59 6.80 —1.10 
eel GLOOG oa. os c145; lid oie 4.59 5.60 —1.20 
BOS GING wed 0-3 of sca ee 6's 6 4.59 5.60 


(a) Rates are exclusive of M.F.R.A. assistance and subventions. 


syecemper 22° 1964 Maewey' 
(b) Rates are exclusive of M.F.R.A. assistance. 


APPENDIX No. 2 
COMPARATIVE STATEMENT PRESENT RAIL FREIGHT RATES ON 
BILLETS, BLOOMS INGOTS AND WIRE RODS 
RATES PER TON OF 2000 LBS. 


| Differential 

From From Sydney Over 

To Sydney Hamilton Hamilton 

fe "Montreal: 2), PPPs Sel a $ 5.60 $ 4.77 bei 
SOLEMN Mar ae cinta scat ce nc. 5.40 4.99 -41 
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APPENDIX A-27 


SUBMISSION BY THE PROVINCE NOVA SCOTIA 


We should like to avail ourselves of the 
opportunity of this visit of the House of Com- 
mons Transportation Committee, to inform 
the members of the Committee, of the great 
ground transportation problems that face 
Nova Scotia. To support and encourage our 
expanding economy we must ensure that our 
extensive highway system is further modern- 
ized, including desirable and necessary water 
crossings. 

In Nova Scotia, the Provincial Government 
is responsible for all highways outside the 
cities and towns. We have a highway network 
of 15,400 miles, of which slightly over 4,000 
miles are paved. 

We find our highway problems divided into 
two main categories, each one as important as 
the other; ie., trunk highways and county 
roads. 

In order to provide a trunk system of all- 
weather highways, we have embarked upon a 
very greatly expanded program of construc- 
tion. In the past few years, with Federal 
assistance, through the Trans Canada High- 
way Agreement and the Atlantic Develop- 
ment Board Agreements, we have sustained a 
yearly program of approximately $45 million. 
This will enable us to provide an all-weather 
facility (Trans Canada Highway) from the 
New Brunswick border to North Sydney, with 
a connection from New Glasgow to the Prince 
Edward Island Ferry Terminal. We are also 
approaching completion of construction on 
many sections of new all-weather highway on 
Trunk 2 between Truro and Halifax and on 
-Many sections on Trunk 1, Halifax to Kent- 
ville, and Trunk 3, Halifax to Mahone Bay. 
However, with the completion of the Trans 
Canada Highway in 1969, and with the com- 
pletion of the present Atlantic Development 
Board Agreements, we will be unable, start- 
ing in 1969, to sustain a $45 million plus pro- 
gram. (In 1967 for instance, of the $45 million 
capital program, $25 million was provided by 
the Province.) We must find some means to 
enable us to complete our plans, for all- 
weather highways on Trunk 1 and Trunk 3 to 
Yarmouth, at the earliest possible date. 


We have prepared figures which show that 
in order to complete Trunk 1 and Trunk 3 10 
all-weather standard to Yarmouth, an expen- 
diture of $20 million per year will be 
required for a_ period of five years. The 
attached list of projects sets out in some 
detail the trunk road program that is needed 
to improve the economy of all areas. The list 
of projects is not intended to show a complete 
order of priority. 

It can readily be seen that this will be 
beyond the means of the Province, since, 
based on the $25 million capital expenditure 
by the Province in 1967, the spending of $20 
million on Trunks 1 and 3, would permit an 
expenditure of only $5 million per year on 
the remainder of our highway system. 

The attached figures show also that we 
have the need for an early expenditure of 
over $268 million on our highway system in 
Nova Scotia. Deducting the $100 million 5- 
year expenditure for Trunks 1 and 3. from 
this figure, would still leave $168 million to 
be found in order to provide the Province 
with an adequate system of ground transpor- 
tation. A study of the map of Nova Scotia will 
quickly confirm that we are setting out only 
basic, modest-standard needs. 


Additional projects not included in the $268 
million total, but just as necessary are. 


Fleur de Lys Trail 
Fundy Trail 
Halifax-Dartmouth area Arterial system 


Other Trunk and County to all-weather 
standard. 


Estimated cost, these 
OU -MLGriay os me we Sa, 


Total cost of our needs 


$315 million 
-B. $588 million. 


The contractors in Nova Scotia have shown 
that they can fulfil a $45 million annual pro- 
gram of construction. They have built up to 
this capacity within the past three years. Un- 
less some provision is made to continue a 
program of this order, not only is ground 
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transportation going to suffer in Nova Scotia, 
but, in the years immediately after 1969, the 
road building industry in Nova Scotia will 
receive a severe set-back indeed. 


This Brief has been prepared to show the 
position Nova Scotia will be in with reference 


to highways, by the end of the year 1969. It is. 
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respectfully suggested that it be used as a 
guide-line for continued Agreements with the 
Government of Canada for sharing of urgent- 
ly necessary highway construction in Nova 
Scotia. 


Halifax, Nova Scotia 
February 12, 1968 
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DEPARTMENT OF HIGHWAYS 
PLANNING DIVISION 


10. 


March 7, 1968 


February 7, 1968 


TRUNK No. 1 
5-Year Plan 
ALL WEATHER HIGHWAY 


Halifax to Yarmouth—212 miles 


Bedford to Bicentennial Drive, 0.6 mile 


Reconstruct to a 4-lane undivided highway ...........-+.+eee- $ 


_ Bicentennial Drive to Upper Sackville, 7.5 miles 


Complete work on this new, controlled access highway—final 
paving of road, interchanges and Beaverbank Connector .... 


_ Upper Sackville to Halifax-Hants County Line, 3.5 miles 


Complete work on this new, controlled access highway—comple- 
tion of grading, stabilization and paving ...............+.- 


Halifax-Hants County Line to St. Croix, 14.0 miles 
Construct new, controlled access highway including grading, stabi- 
lization and paving and two grade separated interchanges .. 


_ St. Croix to 0.3 mile west of Wentworth Road, 6.1 miles 


Complete work on this section of the Windsor By-Pass—final 
paving of road section and Trunk 14 interchange and con- 
struction of Wentworth Road interchange ...............- 


0.3 mile west of Wentworth Road to east end of Avon River Causeway, 
1.2 miles 
Complete work on this section of the Windsor By-Pass—comple- 
tion of grading, stabilization, paving, R.R. structure and 
Windsor Interchange: cs 5. 4..s wcisices Se cs hee ele eae ie ree eet 


. Avon River Causeway, 0.7 mile 


Completion of causeway to subgrade and stabilization and paving 


. West end of Avon River Causeway to end of A.D.B. project at 


Falmouth, 1.5 miles 

Complete work on this section of Windsor By-Pass—grading, stabi- 
lization, paving, R.R. structure, interchange and connector 
TOOG BA 20h ree sole oie ce Sie a8 vie a St dees a ota ae OE ells ee eeetiay = tes wi 


. Falmouth to Avonport, 8.0 miles 


Complete work on this new, controlled access highway—final 
paving, construction, stabilization and paving to Hantsport 
Connector and interchange 


O08 6 1S © 0 €) 0 ©. 6 © 66 It 6 6 © 6 6.0) 6:6 0 6 8 6 0) Se ee 6 


Bluff Road at Avonport to Horton Cross Road, 1.4 miles 
Construction of new, parallel road on east side of Horton Bridge 
and reconstruction of existing road on west side of Horton 

Bridge and construction of Hortonville Interchange 


eoereeeeree 


240,000 


420,000 


720,000 


7,450,000 


690,000 


1,150,000 


2,800,000 


1,000,000 


1,200,000 


1,000,000 


a = a a ES AE 
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February 7, 1968 
TRUNK No. 1 
5-Year Plan. 


11. Avonport to Coldbrook, 16 miles 


Complete work on this new controlled access road by-passing Wolf- 
ville and Kentville—completion of grading, stabilization and 
paving, secondary road overpasses, interchanges west of Wolf- 
PALS ar at, Cael Bee ee as nba RT cook seed accent dou! 4,190,000 


12. Coldbrook to Trunk 1 west of Kingston, 25.3 miles 


Construction of new, controlled access highway including grading, 
stabilization, paving, structures and interchanges Shs eta re 10,810,000 


13. Trunk 1, west of Kingston to Trunk 1 near Brickton, by-passing 
Middleton, 8.7 miles 


Construction of new controlled access highway, including grading, 
stabilization and paving, structures and interchanges ...... 3,660,000 


14. Trunk 1 near Brickton to Trunk 1A west of Bridgetown, by-passing 
Lawrencetown, Paradise and Bridgetown, 9.7 miles 


Construction of new controlled access highway, including grading, 


stabilization and paving, structures and interchange ........ 3,990,000 
15. Bridgetown to Annapolis Royal via Trunk LA. 15,5, miles 
Upgrade existing road to all weather standard ................ 880,000 


16. Annapolis Royal to east end of Bear River Diversion, 11.0 miles 


Construction of new controlled access highway by-passing Corn- 
wallis and Clementsport—including grading, stabilization, 
paving, Allian Creek Bridge and new bridge at Clementsport 4,700,000 


17. Bear River Bridge and Diversion, from Trunk 1 east at Bear River to 
Joggins Bridge, 4.0 miles 
Construction of new bridge and controlled access road diversion— 
including grading, Stabilization, paving, bridge, secondary road 
SURUCUMFES Wawa e ere. Peete te wchrighiey cool hein ~.». 5,000,000 


18. Joggins Bridge to D.A.R. near Digby, 2.0 miles 


Construction of new controlled access section, including grading, 
Siablazomorvalcmpavirions, oP ty Sal WeEtins fultwlows Ri 600,000 


19. Weymouth North to Trunk 1 near St. Bernard, 4.0 miles 
Construction of a new bridge at Weymouth and a controlled access 
diversion including grading, stabilization, paving, bridge and 
BOA S HMC ULOR TN il nk Fas es AS ORe aoe Nak Oke he 2,500,000 


20. St. Bernard to Yarmouth, 40 miles 
Up grading and improving existing road to an all weather stand- 
ard, including widening of shoulders, alignment diversion, 


profile corrections to improve passing sight distance ........ 6,400,000 
BOUAE Dien a totes oe dee) O,., PAR. POUGS NARITA $59,400,000 
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TRUNK NO. 3 
5-Year Plan 
1969-1973 
ALL WEATHER HIGHWAY 


Halifax to Yarmouth—226 miles 


- 1. Prospect Connector to Yankeetown Road, 11.3 miles 


Completion of work on this new controlled access highway includ- 
ing final paving and construction of interchanges at Sheldrake 
Lake’ and’ Trink’ 3near-the Prospect Road... c. ss cas espe he $ 1,450,000 


2. Yankeetown Road to Trunk 1 beyond Hubbards, 13.9 miles 


Completion of work on this new controlled access highway 
including final paving and construction of interchange with 
R.R.. structuresat: Vinegar-Laket.. .nikweg .bra. maitasidsic -- 1,150,000 


3. Hubbards to Gold River, 15 miles 


Construction of new controlled access highway including grading, 
stabilization, paving, structures and interchanges at East River, 
Trunk 127 and'! Sirians aay ASteh ok ces taaeriea’s wea lenica + artes 8,400,000 


4. Gold River to Mahone Bay, 9.0 miles 
Up grade existing road to an all weather standard .........,..... 450,000 


5. Mahone Bay—Bridgewater, 14 miles 


Construction of a new, controlled access highway, by-passing 
Mahone Bay and Bridgewater including grading, stabilization 
and paving; road structures, bridges and interchanges ...... 8,900,000 


6. Bridgewater to east end of Mill Village Diversion, 14.1 miles 


Up grade and improve existing road to an all weather standard, 
including widening of shoulders and alignment and profile 
COFTECTIONS) . cc ascatecs oats eilaceeasuene Ban’ coon’ ot cea dokent as i a 2,100,000 


7. Mill Village Bridge and diversion, 4.1 miles 
Construction of new bridge with controlled access diversion .... 1,500,000 


8. West end of Mill Village Diversion to east end of Liverpool By-Pass, 
3.1 miles 


Up grade and improve existing road to an all weather standard, 
including widening of shoulders and corrections to alignment 
and: profile: etka ae 4 oe), TES BER - tO. ae Ss 490,000 


9. Liverpool By-Pass, 6.6 miles 


Construction of new, controlled access by-pass, including grading, 
stabilization and paving and new bridge and at grade 
INPOTSCCEONS co esis eee hien «oust Bhsagalls, ccna ak Sea acal sein a eee eee 2,000,000 
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10. 


sys 


12. 


13. 


14. 


15. 


16. 


ae 


18. 


TRUNK NO. 3 
5-Year Plan 


West End of Liverpool By-Pass to west side of Broad River Bridge, 
8.0 miles 


Up grade and improve existing road to an all weather standard, 
including widening of shoulders, alignment and profile correc- 
tions and new bridge at Broad River with road diversion .. 


C.N.R. at Sable River to Nine Mile Woods Diversion, including new 
bridge at Sable River, 0.8 mile 


Build new bridge and up grade existing road to an all weather 
Nebel ee ge Ml deplete pe pon Ca me Te al ORR ATCA Oe Wark Cn 


Nine Mile Woods Diversion, 8.7 miles 


Completion of work on this new highway including stabilization 

Be MR ee WI ETS woke ee heels ok ee ee Be 

West end of Nine Mile Wood Diversion at Jordan Falls to east end 
of Shelburne By-Pass, 3.4 miles 


Up grade and improve existing road to an all weather standard 
including widening of shoulders and alignment and profile 
GOFFections A085 . PUTTY, PRM, OF. .OMUIL. 16, Nawhgih 


Shelburne By-Pass, 2.7 miles 


Construction of a controlled access by-pass including grading, 
stabilization and paving and construction of a new bridge over 
the Roseway River 


CF ME TOO CLS (eS. 6 1S) 6) 01/6 SO (8) (0) 60, OT ee 6. e 6. 6)'0,' 6, 0) 6. 6) sare terete 


West end. of Shelburne By-Pass to Barrington, 19.0 miles 


Up grade and improve existing road to an all weather standard. 


including widening of shoulders and alignment and profile 
OTE TETSU) yo UMN oe TU ety fae PES OSC ae CT a eC 


Barrington to East. Pubnico 


(a) Via Oak Park Diversion, 13.6 miles 
Construction of a new controlled access highway including 
PEACING . SPAOIIZE GOON AIG DA VANS |. -calels is ciecs sia se ascd os 
(b) Via existing Trunk No. 3, 27.2 miles 
Up grade existing road to an all weather standard includ- 
ing widening of shoulders ($70,000/mile= $1,900,000) 


East Pubnico to Tusket, 16.9 miles 


Up grade and improve existing road to an all weather standard 
including widening of shoulders, alignment diversions and 
puofse scortectionsbas.é.wanaT. costed aslin: dl. ove. dt. ale 


Tusket to Yarmouth, 7.5 miles 


Construction of a new controlled access highway including grad- 
ing, stabilization, paving, and new bridge at Tusket ........ 


1,400,000 


260,000 


700,000 


450,000 


800,000 


1,600,000 


3,250,000 


3,160,000 


2,100,000 


Potslaawe eae ARMA rss eR, bie aoa Weds he Oe $40,070,000 
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13. 


14. 


15. 


16. 


AT. 


18. 
att! a 


20. 


. Replace inadequate major County Road bridges 
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5-Year 
CAPITAL PROGRAM 
1969-1973 
SPECIAL PROJECTS 


. Replace all existing narrow, steel bridges on Trunk Highways 
» Ste -Bital: $ 10,000,000 


No. 2, 4, 6, 7, 8, 10, 14, 16 and 19 (29 bridges) 


Replace ferries at Grand Narrows, Little Narrows and English- 
town by bridges 


eceecevoeveeevoeee eee ese eevee ere ew eer eee e eee eevee s 


Shubenacadie River Crossing at Maitland 


Bridge over East River at Trenton: gases. ecleets W. & 


eecsecoceecereoeoe ee eee eee ere eee ee 


Replace bridges at Lennox Passage 


Connecting road between Fishermans Harbour and Guysboro 
Shore Road 


eocerceceoeeceeveereeeoceee ee severe ee ee eeee eee eee eee eevee 


. Crossing at Petite Passage between East Ferry and Tiverton 


. Trunk 2, End of Bicentennial Drive in Halifax to Trans Canada 


Highway at Truro, 65 miles. Construct additional two 


lanes etc. 


eoececerceeoerececeree er ec eo ee ewe eee eee eee ewe ee ee eee eee ee eee 


Trunk 4, Port Hastings to Sydney Forks, 75 miles, up grade and 
improve to all weather standard, including widening of 
shoulders and corrections to alignment and profile .......... 


Trunk 4, Sydney Forks to Sydney River, 7 miles, widen to four 
lanes and construct to all weather standard 


Trunk 4, Kings Road widen to four lanes and up grade to all 
weather standard 


eeoeeceecereceere eevee e ere eceree ree eee eee eww eee 


Trunk 4, Sydney to Glace Bay, 8 miles, widen to four lanes and 
up grade to all weather standard 


oeoeeceerereewr ere eee eee ee eee 


Port Hawkesbury Area. Construction of new controlled access 
highway from Port Hastings, by passing Port Hawkesbury 
with spur connector to Point Tupper and development area 


Trunk 5, Trans Canada Highway at North Sydney to Glace Bay 
Road, by passing Sydney, 19 miles. Construct additional 
lanes 


OF Ore es 1S Oe 8 Ae) 60) 68) -S (068 2) (086 18 O00) 68 6) 6 elses ee LS 656: 6 em eel eo) ane we 


Trunk 6, upgrading 22 miles in Tatamagouche-Wallace area and 
in Port Howe—Shinimicas area 


ooeeecweoewr eee eee eee eee ee ee 


Trunk 14, pave 15 miles between Trunk 3 and Lunenburg/Hants 
County Line 


bt deh dt Sel Sa Men Tan i ee I J Ya a Se ee oe ee tt ee a Pe Et Ge Ye. be Ye Clas 


Springhill Connector, stabilization and paving 


Lakeview Drive, from Dartmouth Circumferential Highway to 
Kelly Lake Airport Road, 8.5 miles 


#eoeeeco-escevseoeo? 2 4 6 6 6 6 


Armdale Rotary 


iO OS 6 6 SIONS © C6 0) 6 106 646. 6 (6.8 0 OUR Oe, 0. OL CRE ee hen en een Seek eee sauna 
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4,000,000 


9,000,000 
2,500,000 

800,000 
1,200,000 


1,300,000 


4,000,000 


26,000,000 


7,000,000 


2,000,000 


500,000 


1,600,000 


6,000,000 


9,000,000 


600,000 


500,000 
300,000 


3,900,000 
4,000,000 
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Special Projects (Conc.) 


21. North West Arm Drive, from Herring Cove Road to Prospect 


BEN TT asad hae a lad Reeds «Md oie ven a's IS RAR shaflbRSe's « « 5 2,000,000 

22. Arterial Road from Spryfield to Trunk 3 to Bicentennial Drive, 
Se LOM es amet ta see sats & OE Os « Malm is ae ty 2,500,000 
Zour ennant toyPerrenceyBase JNsgiis ...06s Baers 80. PRE. CORRE ocobocs 1,500,000 
LOR MRPA Tet I oy Big anc dicin « UR egeaHieecie, < det 100,800,000 


B. Additional necessary Special Projects: 


ry, Fleur de: LycimauM Moo. RATLIAM. 8. THOS SHE Oe 20,000,000 
Me UDO LA SRS Mee Te, RICCO ee emirate 2 30,000,000 
3. Halifax-Dartmouth area Arterial System .................. 15,000,000 

JDO year ve toie Cae a ae oes pe ne ey: $ 65,000,000 


C. Trunk and County paved roads up graded to all weather standard ..$ 250,000,000 
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APPENDIX A-28 


BRIEF TO 


THE STANDING COMMITTEE OF THE HOUSE OF COMMONS 
ON TRANSPORT AND COMMUNICATIONS 


By 


THE PORT OF HALIFAX COMMISSION 
(a Commission of Halifax City Council 


February 


MESSAGE 


1. The history of commerce from earliest 
times is replete with evidence that a busy 
ocean port becomes the base or focal point for 
the development of much allied industrial and 
commercial entreprise. 


2. Halifax can be such a port, but its desti- 
ny rests not on the depth of its harbour, its 
proximity to Europe, its freedom from ice the 
year round or the efficiency or sophistication 
of its waterfront facilities, as admirable and 
Significant as these assets may be. Its destiny 
rests on the cost of the over land rail haul to 
and from the center of the continent of the 
export import cargo moving over its docks. 


3. Under present federal policies the cost of 
this overland haul is likely to increase to the 
point where “the through rate’ (overland plus 
ocean rate) for shipping through Halifax will 
make it the most expensive port on the At- 
lantic coast and its traffic, now dwindling, 
will largely disappear. 


4. If this fate were inescapable without the 
introduction of a massive freight subsidy 
(none is paid now on export import traffic), 
perhaps it should be accepted, and the tre- 
mendous capital investment of the C.N.R., 
N.H.B. and various private interests at Hali- 
fax simply written off, as has been proposed 
recently for so much of the industrial base of 
the Province. 


5. The best opinion available to this Com- 
mission is that this fate is not inevitable, and 
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that Halifax’s long overland haul to the cen- 
ter of the continent, hitherto its greatest lia- 
bility, may be converted into a significant 
asset by the introduction of unit trains and 
other “new” rail technology for the movement 
of containerized general cargo. Specifically it 
has been said that for distances up to 3300 
miles unit trains will yield lower ton-mile 
costs than modern container ships possessing 
a cargo capacity of 1200 containers (approxi- 
mately the largest now being built). 


6. The existence of this technology, much 
less its application to the Ports of Halifax and 
St. John or any other segment of the Atlantic 
economy, went unmentioned by the Atlantic 
Provinces Transportation Study. Nor did that 
study make any examination of the opera- 
tions of the CNR and the CPR to determine if 
anything might usefully be done to lower the 
cost or expand the service now being provid- 
ed, whether by upgrading road beds or roll- 
ing stock, or by introducing more automated 
equipment, or by refining rate structures, or 


by providing or promoting better facilities for 


distribution and associated operations, or by 
reorganizing administrative procedures, or by 
expanding the scope and depth of research 
and development, or by other initiatives. 


7. With the assistance of the CNR and two — 


private consulting firms this Commission is — 


endeavouring to examine some of these mat- 
ters which relate directly to traffic for the 


Port of Halifax. The results so far, while 


_ handlers 
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tentative, indicate that the larger study, per- 
formed by consultants competent in railroad- 
ing and the shipment of freight, could tell us 
much about what should be done to make the 
railway system of the Atlantic Region—our 
“Seaway’—what it should always be—the 
most advanced technologically and the most 
suited to our needs. Implementing the recom- 
mendations of such a study might initially 
involve some “soft”? loans or outright grants 
by the federal government for capital 
improvements, or for research and develop- 
ment, but there appear credible grounds for 
believing that operating subsidies might be 
eliminated entirely. 


RECOMMENDATION 


8. It is the recommendation of this Commis- 
sion that a comprehensive examination of this 
nature of the operations of the two Canadian 
railroads in the Atlantic region, omitted 
entirely from the Atlantic Provinces Trans- 
portation Study, be commissioned as soon as 
possible to independent consultants at the 
expense of the federal government and that, 
pending the receipt and evaluation of their 
report, the limited suspension of the National 
Transportation Act to the Atlantic region 
provided by Section 335 of that Act be 
continued. 


Honourable Members: 


The Port of Halifax Commission is a com- 
mission of City Council, constituted in 1952 
by Act of the Legislature of Nova Scotia to 
promote the growth and development of the 
Port in the best interests of the City (Statutes 
of Nova Scotia, 1952, Chapter 90, as con- 
solidated in Chapter 68 of the Acts of 1961). 


1. Importance of the Port to the local, pro- 


| vincial and national economy 


Counting longshoremen (1,200) and freight- 
(900) and the array of other 
immediate waterfront functions, the Port 
employs, in a good year, not less than 3,000 
people in winter and 1,000 in summer. These 
functions include, but are not limited to 
stevedoring, steamship agencies, customs, 
immigration, National Harbours Board, rail- 


| ways, truckers, ship repair and maintenance, 


freight forwarding, 


sampling and check- 
weighing. 
There are few businesses in and around 


Halifax that are not significantly affected by 


the level of port activity. 
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In a good year, the Port will generate reve- 
nues around $18 million, of which general 
cargo (1,250,000 tons at $13/ton) will account 
for about $16.25 million. 

The Port is an instrumentality of export 
business. Without it Nova Scotian exports 
would pay higher costs to get to another port, 
or, due to such costs making them non-com- 
petitive, would not move. 

Industry, Canadian, United States, or Euro- 
pean will be attracted to Nova Scotia, if it 
has a viable, year-round port. The more 
industry that locates because of the port, the 
more services, particularly sailings, the port 
will attract and, in turn, the more industry 
the port can and will service. 

Hence a viable, growing port provides not 
only employment, but attracts and facilitates 
foreign trade and earns foreign exchange for 
Canada, triggers growth in other sectors of 
the economy and is a powerful developmental 
factor on the local and national scene. 

On the other hand, a port suffering erosion 
of its business is a wasting and a wasted 
asset, both locally and nationally, for it does 
almost none of those things. 

This latter may be the road down which 
the Port of Halifax will go, unless some of 
the remedies suggested in this brief are 
adopted. 


2. Ocean rates and rail rates to and from 
the Port 

Despite the lesser ocean distance to Hali- 
fax, ocean rates to all East coast ports, 
including St. Lawrence ports, are the same 
for any given commodity. These rates are set 
by the ocean steamship conferences, based 
overseas, and in no case amenable to Canadi- 
an regulation or control. On the other hand, 
rail rates differ with the length of haul. In the 
past, due to the port parity and differential 
structure these differentials, as between any 
two ports, were not great, amounting to a few 
cents per 100 lbs. of freight. 

However, due to the rapid and uneven 
growth of inter-city trucking over the past 
ten to fifteen years, a radical change has been 
brought about in port rail rate relationships. 
For instance, in the past, the differential 
between the import rail rate from Halifax to 
Toronto on the one hand, and from Montreal 
to Toronto on the other was some 3 cents per 
100 lbs., despite the very much greater dis- 
tance from Halifax. Now the differential 
can be as high as 50, 60, and even 70 
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cents/100 lbs. This is so because trucking 
competition between Montreal and Toronto 
has forced the railways to reduce their rates 
between these two points. As no such compe- 
tition to the railways has developed between 
Halifax and Toronto, firstly, the railways do 
not, competitively speaking, need to reduce 
these rates and, secondly, the very much 
greater distance Halifax to Toronto inhibits 
such reduction. 

As trucking competition to the railways 
developed between the ports of the St. Law- 
rence and points West thereof, so the cost of 
moving cargo through Halifax to these West- 
ern points became non-competitive with the 
cost of moving via St. Lawrence ports and 
particularly via Montreal; for Halifax is still 
practically 100 per cent dependent on the 
railway to move its cargo to and from points 
in Quebec, Ontario, and the West. 


3. The St. Lawrence Seaway 

The opening of the St. Lawrence Seaway 
caused further erosion of the competitive 
position of Halifax, for the ocean steamship 
lines will carry cargo to Seaway ports for a 
rate not much greater than the rate to Hali- 
fax or Montreal. Even when inland charges 
from a Seaway port to destination are added, 
the cost of the through-haul is very much less 
than via Halifax. 


4. Winter Navigation on the St. Lawrence 
River 

The substantial savings in inland costs via 
St. Lawrence ports made shippers reluctant to 
use Halifax and created a demand for sailings 
to St. Lawrence ports even in winter. Thus 
commenced the erosion of Halifax’s main 
activity, that of winter port. 

This latter erosion has been little short of 
disastrous for Halifax and Saint John, New 
Brunswick. To illustrate, in winter 1966-67, 
we calculate that total general cargo through 
Atlantic Ports (Halifax and Saint John) plus 
St. Lawrence Ports (Montreal, Three Rivers, 
and Quebec) was down 121,000 tons as com- 
pared with winter 1965-66. However, in win- 
ter 1966-67, despite the overall loss, the Ports 
of the St. Lawrence together showed an in- 
crease of 91,000 tons and the Atlantic Ports 
together suffered a decrease of 212,000 tons. 
This represents a loss of port revenue of 
$2.756 million; and, of course, this loss will be 
greater this winter and will continue to grow. 
No-one knows yet where the saturation point 
is. 
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5. Bill C-120/C-231—The National Trans- 
portation Act 

More or less, the foregoing was the situa- 
tion during the discussion and passage of the 
National Transportation Act in which we 
foresaw further grave threats to the competi- 
tive position of the Port and to the Atlantic 
economy generally. 

As members of your Committee know, the 
National Transportation Act freed the railways 
to make rates within a very wide range, 
without reference to any regulatory authority. 
The theory was that competition would 
ensure that rail rates were maintained at rea- 
sonable levels. On the other hand, the legal 
requirement that they be compensatory would 
ensure that they were economic. As the Com- 
mittee is also aware, there is some provision 
in the Act to provide a maximum rate for 
captive shippers. There is also provision for 
redress, if a shipper, or any person, feels that 
any act or omission of any carrier is prejudi- 
cial to the public interest. 

The first two provisions mentioned cannot 
fail to affect adversely not only the Port of 
Halifax, but the whole Atlantic economy and 
the last two fail to provide any protection to 
Atlantic Region shippers, or to port traffic. 
Taking them one at a time: 


a) Freedom of the railways to make rates 

The Royal Commission on Transportation 
found that the Atlantic Region was an area of 
significant railway monoply, and there is no 
doubt that this is so. Also insofar as general 
cargo moving between the Port and points 
west of the Maritimes is concerned, the 
monoply is almost 100 per cent. 


This leaves the competitive position of the 
Port in the hands of a railway having trans- 
continental and indeed international interests, 
among which the traffic moving to and from 
Halifax represents a minimal proportion of its 
total business, and which, in addition, is more 
or less captive to it. In these circumstances, 
considering the national and international 
competitive problems the railway has to 
resolve, the surprising thing is that we get as 
much consideration as we do. 

Nevertheless, given these factors, it is obvi- 
ous that the railway, in a commercial context, 
must give precedence to more important busi- © 
ness and more pressing problems, and that 
the interests of the Port of Halifax, if and 
when considered, will, under existing circum- 
stances, command a rather low priority. 


| 


I! 


| 
! 
\ 
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To say this is not to reproach the railway, 
but merely to recognize the commercial reali- 
ties inherent in the respective situations. 

It seems however obvious, under this set of 
circumstances, and particularly the lack of 
competition for “through traffic” to and from 
Quebec, Ontario and the West, that rail rates 
between the Port and these areas, now 
unregulated, can be, and will be, higher than 
at ports with greater volumes of traffic and 
keen competition for that traffic between the 
railways and other modes of transport. 


b) Provision that all rail rates shall be 
compensatory (Section 334 of the Railway 
Act as amended by Clause 53 of the National 
Transportation Act) 

As pointed out above, the port parity rail 
rate structure ensured, despite the greater 
distance to Halifax, that only a small differ- 
ential existed between rail rates to and from 
Halifax and rail rates to and from other com- 
peting ports, for example, Saint John, New 
Brunswick, or New York. This new provision 
that all rates shall be compensatory ensures 
(and as the Committee knows, this is a basic 
principle of the National Transportation Act) 
that the rate for any particular movement 
will be related, among other things, to the 
length of haul. While this may not, in general 
be a bad principle, as Halifax is, without 
exception, the greatest distance among East 
coast ports from the major areas of cargo 
generation, it simply means that this port, 
when and if this provision is fully implement- 
ed, will become the most expensive and 
therefore, the least used of all the East coast 
ports. This provision, in other words, cuts 
right across the port parity structure and will 
destroy it, substituting, in the case of Halifax, 
much higher rates. 

For example, Halifax and Saint John, New 
Brunswick, despite the greater rail distance 
to Halifax, are, with few exceptions, still on a 
parity of rail rates basis. If the rates to Saint 
John are compensatory it is likely the rates to 
Halifax are non-compensatory and will there- 
fore be increased. If, on the other hand, the 
rates to Halifax are compensatory, then the 
rates to Saint John can be reduced and still 
be compensatory. In either case Halifax will 
lose traffic; maybe all, or most of its traffic to 


- Saint John. 


Nor will it reassure us to be told (if this is 
what the railways say) that they have no 
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intention of altering port rail rate relation- 
ships, for the logic and the law of the situa- 
tion are as described in the preceding para- 
graph, and can be applied against this Port 
whenever it suits the railways so to do, as 
will inevitably happen sooner or later. 
Furthermore “compensatory” is not an 
absolute, and it is to be supposed that the 
railways, like good businessmen anywhere in 
this kind of situation, will calculate the low- 
est compensatory rate to meet competition 
between, say, Montreal and Toronto, and the 
highest compensatory rate, for maximum 
revenue, between Halifax, and Toronto. 


c) Maximum rate control (Section 336 of 
the Railway Act as amended by Clause 53 of 
the National Transportation Act) 


In order to invoke this section, a shipper 
must first prove that he is captive, within the 
terms of the Act. This may not be easy. The 
writer heard both Mr. Gordon, President of 
CNR, and Mr. Pickersgill, then Minister of 
Transport, state, before the hearings of your 
Committee on Bill C-231, that it was most 
unlikely that captive shippers (presumably in 
terms of the Act) would be found to exist. 
Secondly, the maximum rate will be set on 
variable cost plus 150 per cent for a 30,000 
lbs. minimum carload. This, in our opinion, 
would be high for a 30,000 lbs. carload. On 
heavier carloadings the margin over variable 
cost is much greater than 150 per cent and 
becomes increasingly inequitable, burdensome 
and discriminatory against the shipper 
concerned. 

We suspect that very few, if any motor 
truck competitive rail rates available to 
import-export traffic at the Port of Montreal 
are as high as variable cost plus 150 per cent. 
Yet these are the very rates with which rates 
at the Port of Halifax MUST compete, if Hali- 
fax is to remain a viable general cargo port 
under existing conditions of ocean and inland 
carriage. 

In practice, of course, this section of the 
Act would never be invoked by an importer 
or an exporter. Any shipper who finds rates to 
one port higher than rates to another does not 
bother with such time-consuming formalities. 
He simply directs his traffic to the port to 
which, or from which he can get the lowest 
rates. But, of course, this means that Halifax 
loses the traffic. 
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d) Acts or omissions of carriers, or rates 
established by carriers, that may prejudicially 
affect the public interest (section 16, National 
Transportation Act) 

The definition of public interest here is 
taken to be Section 1 of the Act, which refers 
to “the economic well-being and growth of 
Canada’”’. It is no trick at all to show that 
many things, including the National Trans- 
portation Act, while they may benefit a 
majority of Canadians elsewhere, are at the 
same time adverse to the interests of Nova 
Scotians and frequently to a large majority of 
Maritimers. The Customs Tariff which pro- 
tects industry in Central Canada and causes 
Maritimers to pay more for many kinds of 
goods; the St. Lawrence Seaway financed and 
subsidized with government money which 
attracts not only international cargo but 
industry away from the Maritimes; winter 
navigation on the St. Lawrence River, made 
possible by government icebreakers; the Na- 
tional Transportation Act which aggravates 
the Maritimes already great transportation 
disadvantage, etc., etc. Thus the public weal 
of Canada is by no means synonymous with 
the public interest of Nova Scotia. The public 
interest in Nova Scotia requires that the Port 
of Halifax be able to compete effectively with 
other Canadian Eastern and U.S.A. East coast 
ports; and to do that Halifax requires rail 
rates that compete effectively with rail rates 
at these other ports; but if Halifax’s rail rates 
are, firstly, to be left at the uninhibited 
mercy of railway computer-operators and 
rate-makers, and then to be judged, in case 
of appeal, by the criteria set forth in Section 
1 of the Act, when the public interest of Nova 
Scotia in this regard cannot be maintained 
and consequently must consider itself 
abandoned. 

As we do not believe this was the intention 
of Parliament in passing this Act, we would 
expect some revision of this provision to 
reconcile the public interest, as defined in the 
Act, with that of Nova Scotia in rail rates 
and generally in remedies against other acts 
or omissions of carriers prejudicial to its 
interests. 

Again, however, insofar as the Port is con- 
cerned, no shipper would bother to invoke 
this section. He would simply direct his cargo 
to another port, maybe Canadian, maybe in 
the U.S.A., at which the rates did not suffer 
from the prejudicial factors which would 
have formed the subject of complaint under 
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this section. Again of course, this Port would 
lose the traffic. 


e) Recapitulation: factors making the Act, 
as it now stands, inimical to the interests of 
the Port of Halifax. 

In our opinion the freedom to make rates 

granted to the railways, the lack of trucking 
competition between the Atlantic Region and 
points West thereof, the obligation placed on 
the railways that all rates must be compensa- 
tory, the ambivalence of this latter word, the 
lack of protection for shippers in fact captive 
to the railways (whether they are or not 
under the Act) and the lack of any practical 
basis of appeal against rates that could fur- 
ther and gravely erode port business, and/or 
lack of provision for redress of acts or omis- 
sions of carriers, or of rates published by 
carriers, that may prejudicially affect the 
public interest of Nova Scotia, will inevitably 
cause further major erosion of port traffic at 
Halifax with the gravest consequences for the 
economy of Nova Scotia. 
. So far as we can see the alternatives, inso- 
far as the Port is concerned, are only two. 
Hither these provisions are not applied to any 
traffic moving by rail to or from the Port for 
loading to, or after discharging from vessels, 
or, failing implementation of the Kauffeld 
plan for the Port (mentioned briefly hereun- 
der) the Port of Halifax will cease to handle 
commercially significant volumes of general 
cargo except for local Maritimes cargo, if and 
when sailings are available, with all the eco- 
nomic consequences for Nova Scotia that such 
reduction of port business implies. 


f) Discrimination between Atlantic Ports 
and St. Lawrence River Seaway ports. 

We cannot forbear pointing out that, in 
addition to the direct consequences of apply- 
ing the principles of the Act to Atlantic ports, 
there appears also to be a discriminatory ele- 
ment in their application which will make 
these consequences even harsher. 


The Act purports, in Section 1, to proclaim 
a national transportation policy, part of which 
says, in effect, that... 

...each mode of transport, so far as practi- 
cable, shall bear a fair proportion of the real 
costs of the resources, facilities and services 
provided at public expense. 

It is, indeed, in implementation of this that 
we now have the legal obligation, contained 
in the Act, that... 

...all rail rates shall be compensatory. 
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The railway is in quite an exact sense our 
“Seaway”, and we fail to understand why, 
when the St. Lawrence Seaway Act contains a 
very similar provision as to tolls meeting 
costs, the provision as regards the railway is 
to be enforced, but that regarding the Seaway 
is not. 

Again, it would seem to us that the services 
of ice-breakers, particularly in the Gulf of St. 
Lawrence, and may be in the River, should, 
in view of the proclaimed national policy, be 
charged at compensatory rates against the 
vessels benefiting from them. 

It seems to us that the policy is being rigid- 
ly applied in the Atlantic Region, and only 
loosely applied in Quebec and Ontario, and 
that this constitutes discrimination against 
Atlantic ports of Halifax and Saint John, N.B. 


6. The Maritimes’ Position 

Your Committee must be aware of the fact 
that many Maritimers, and particularly Mari- 
timers who have to rely on transportation 
either for employment or for business, are 
highly dissatisfied with many aspects of fed- 
eral transportation policy. 

Ever since Confederation they have been 
seeking rate parity with the central provinces. 
Rate parity was implicit in the provision of 
the Intercolonial Railway, but in any case it 
was Officially enshrined in the Maritimes 
Freight Rate Act of 1927. Yet only for some 
short periods, as many studies show, have 
they ever actually had rate parity and they 
do not have it now, the most recent study 
says. This is “The Atlantic Provinces Trans- 
portation Study” by the Economist Intelli- 
gence Unit (a study sponsored by the Depart- 
ment of Transport and the Atlantic Develop- 
ment Board). 

This fact is also demonstrated by the recent 
increase (September 5, 1967) in less-carload 
rail rates which, in the cases of many com- 
modities, were increased more in the Atlantic 
Region than they were elsewhere in Canada. 

This fact, that the Maritimes have dispro- 
portionately high rail rates, is blamed for a 
consequently lagging economy, for an out- 
migration of the best brains, for high unem- 
ployment and other attendant evils of this 
nature. 

The port worker, or firm, sees cargo and 
business diverted from the port by reason of 
the St. Lawrence Seaway, or winter naviga- 
tion on the St. Lawrence River, in the first 
case due to federal subsidy and, in the 
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second, due to federal ice-breaking and other 
services provided free. 

In addition to which large sums are spent 
on special facilities in the St. Lawrence, such 
as the ice boom in Laprairie Basin, straight- 
ening the curves in the St. Lawrence River 
and in dredging the channel below Quebec 
City. Each year large sums go on the St. 
Lawrence Seaway, not to mention the $100 
million cost of twinning the Welland, etc., ete. 

At the same time nothing that will so obvi- 
ously and immediately benefit our economy is 
ever done in the Maritimes. Instead, Halifax 
cargo tonnage falls, vessels calling at the port 
are fewer so that sometimes, although the 
cargo is offering, there is not a sailing to 
accommodate it. A particularly serious situa- 
tion has arisen wherein Nova Scotian exports 
of fresh vegetables and similar to the Carib- 
bean cannot find chill-room or refrigerated 
space. 

Thanks to an agreement between the De- 
partment of Immigration and a U.S. steam- 
ship line (which we are still at a loss to 
understand) which permits that steamship 
line (and now others) to disembark up to 99 
Canadian immigrants per vessel at New York 
CGinstead of at Halifax) our immigrant traffic 
through the port is suffering. 

On top of all this the government imposes 
the National Transportation Act which is 
clearly inimical to the interests of the Port 
and of industry here. On the passage of the 
Act, the government left the impression it 
would not apply it in the Atlantic Region for 
two years, to allow a study of the effect it 
would have on the local economy. However, 
it appears now this period of grace was only 
in respect of carload rates, for we have 
recently had the ill affects of the increase in 
the less-carload rates already mentioned; and 
it is worth pointing out that, as predicted, 
these increases were in many instances higher 
in the Atlantic Region than corresponding 
increases elsewhere in Canada. 

These things have given rise to a feeling 
that the federal government is either unaware 
of, or careless of our interests. There are, 
further, those who believe that because Que- 
bee and Ontario have more political power, 
the Maritimes are destined to be a perma- 
nently disadvantaged and relatively neglected 
area. 

We do not accept this point of view. We do 
however feel it necessary to point out the 
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grave injustices of some federal policies and 
to demand redress. 

New roads, new piers, financing of indus- 
trial parks and providing other infrastructure 
facilities, such as the Atlantic Development 
Board is doing, are necessary and valuable. 
But what is more necessary, in addition, 
before any real economic progress can be 
made in the Maritimes, is to change the terms 
of trade: the terms whereby in commerce and 
industry the Atlantic Region consistently 
finds itself at an unfair disadvantage, for 
example, in the matter of freight rates, vis-a- 
vis other ports of Canada. 

Such a change in our terms of trade could 
be had through transportation, particularly 
through the improvement of existing railway 
plant and rolling stock and, with the co-oper- 
ation of the railway, in the operation of inte- 
gral trains. 


7. “The Atlantic Provinces Transportation 
Study” a study by the Economist Intelligence 
Unit—1967 

This study was ordered by the Department 
of Transport and the Atlantic Development 
Board largely because of representations by 
the Maritimes Transportation Commission, 
this Commission and other Maritimes agen- 
cies expressing fears as to the effect the Na- 
tional Transportation Act (the Bill C-120/232) 
would have on the economy of the Atlantic 
Region. 

The terms of reference of this study were 
very wide; so wide, indeed that the consult- 
ants could have studied almost anything that 
seemed to them useful to study. 


a) The importance of reducing the cost of 
transportation. 

It must be clear from all we have said that 
the cost of transportation in the Atlantic Re- 
gion is the basic problem. If this can be 
reduced, hence permitting carriers to reduce 
their rates, then many other problems can be 
solved. 

The other approach is through transporta- 
tion subsidies, but surely, the first approach 
should be to see whether, by one means or 
another, costs can be reduced. The E.I.U. did 
not examine this latter question at all. 


b) Upgrading the railway line. 
“Transportation” in the Atlantic Region 


means very largely railway transportation 
and on this latter line of enquiry, the first 
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question concerns the adequacy and efficiency 
of railway fixed plant. 

Without going into detail, we have reason 
to believe that quite significant cost-savings 
could be had by upgrading and improving the 
railway line from Halifax to Quebec, via 
Edmundston. 

Anyhow, the reason that this matter was 
not considered by the E.I.U. is perhaps suffi- 
cient to justify a request that consideration be 
given now to having such a study done. 


c) Rolling stock of the railway 

The next question is the adequacy and 
efficiency of railway power and rail cars. We 
have indications that, maybe because revenue 
from the region does not justify more, the 
railway operates on a very thin margin of 
power and cars. It may be that efficiencies 
and hence cost-savings can be obtained in this 
sector. 

In any event, it seems to us that these two 
points, improvements in fixed plant (as men- 
tioned at a) above) and in power and cars 
should be studied with a view to deciding 
whether efficiencies are available, and if so in 
which sector (maybe in both) capital might 
best be invested, and whether, if insufficient 
return is available on such railway invest- 
ment, the wider benefits to the region of such 
transportation efficiencies would justify an 
outright grant from the federal government to 
cover the capital cost involved. 


d) Technological advances 

This is concerned with new and better 
ways of doing things. Recently new tech- 
niques have become available, particularly in 
railroading, some more some less sophisticat- 
ed, but all producing quite surprisingly high 
cost-savings. 

For example, large, fast, permanently-cou- 
pled integral trains, moving from point to 
point, without yarding or classification, can 
improve the revenue usage of rail cars from a 
continental average of between 6% to 10% to 
averages of the order of 60% and 70% and 
maybe even more, yielding enormous cost 
savings through greater productively of 
invested capital. With less sophistication, the — 
same technique can be applied to convention- 
al equipment in the operation of unit trains 
and still produce significant cost savings, as 
compared with current railroad practice. 
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When to integral or unit train operation, 
the technique of moving goods from door-to- 
door in 20ft or 40ft containers is added, fur- 
ther very substantial cost-savings are effect- 
ed. None of this was considered by E.I.U. 


e) Concept of the Kauffeld plan for the Port 


As commerce, particularly international 
commerce, becomes ever more competitive 
the transportation cost element in the selling 
price becomes increasingly important. As new 
technology in transportation provides the 
opportunity of greater cost savings, again the 
transportation cost element becomes more 
important. 


Larger vehicles permit economies of scale. 
For example the cost of hauling oil is reduced 
from $4.52/ton to about $1.50 by increasing 
the size of the vessel from 10,000 to 100,000 


tons, but there has to be a port that has the 


depth of water (60 to 70 ft.) to harbour such 
vessels. Halifax is such a harbour. 


Similarly, inland costs can be reduced by 
bigger, faster, permanently-coupled trains 
that operate as a unit from Halifax to say, 
Vancouver and return without yarding or 
classification, stopping at only a minimum 
number of main, intermediate points to dis- 
charge inward cargo and, on return, to load 
outward cargo, all of which in containers that 
permit fast, economical handling. 


Such a system, under one management 
which would integrate the trains and the 
boats, operating insofar as the railways are 
concerned as a private shipper, and hence 
divorcing it entirely from all of the disabili- 
ties that the railways suffer from, can pro- 
duce truly startling reductions in cost as com- 
pared with existing practice. 

The cost-savings, indeed, are such as to 
indicate that the competitive range of such a 
system might extend Westward to Japan and 


_ Southward as far as Los Angeles—eventually. 


The shortest direct route from Japan, or Van- 
couver to Europe is via Canada and Halifax. 


From Vancouver, for instance, to London, the 


distance via the present route (Panama Canal) 
is 8825 miles, via Halifax it is only 6473. Nor 
could the Panama route ever attain the 
economies of scale of Halifax, for the former 
is restricted to vessels of 70,000 tons dead- 


_ weight. Halifax, if it is necessary to push the 


- competitive factors to the ultimate, can har- 


' bour vessels of at least 200,000 tons dead- 


weight, giving much greater economy. 
Needless to say, the benefits of such a sys- 


tem, to Canada whether trans-continental or 
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inter-continental, would be very great. Apart 
from its earnings and the commercial move- 
ment it would generate, it would put at the 
service of Canadian exporters, the least cost- 
ly, most regular, reliable and modern tran- 
sportation service that advanced technology 
has so far conceived; and this would be a 
very considerable competitive factor in their 
favour in selling overseas. 

This Commission has a study of such a 
system, prepared by competent consultants, 
extending from British Columbia and Cali- 
fornia to Western Europe via the Port of 
Halifax, showing it to be feasible and profita- 
ble, provided the co-operation of the railways 
can be obtained. We have reason to believe 
that the trans-continental railroad serving 
Halifax would be co-operative toward such a 
scheme, or to some part of it. 


f) The initial phases 

Clearly such a scheme has to be phased in. 
We therefore have studies being made by 
consultants who will recommend whether a 
low-sophistication unit train service between 
Halifax and certain interior points is feasible 
and, if so, the best methods of initiating it at 
an early date. 

Particularly in this initial phase the co- 
operation of Canadian National Railways will 
be vital. 


g) Higher sophistication 

A low sophistication scheme is not likely, 
in this now highly competitive business, to be 
viable for long. We must therefore, while the 
interim phase buys us time and experience, 
push on with research and development of 
more sophisticated integral trains yielding the 
greater economies contemplated in the origi- 
nal feasibility study. 

This will require substantial sums of money 
and if the federal government were inclined 
to do something really significant to, as 
already mentioned, change the terms of trade 
in this part of the country, nothing it might 
do would be more worthwhile than financing 
research and development of this nature 
directed toward solving the Maritimes peren- 
nial freight rate problem on the basis of eco- 
nomic rather than subsidized railroad service. 


h) New technology applicable also to 
domestic railroad movement 
Such trains naturally, require large 


volumes of cargo to pay off. A port canalizes 
cargo from many origins. Hence a port is the 
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logical point at which to initiate such trains, 
but, once proved in port service, there will be 
no difficulty in operating also similar domes- 
tic trains, wherever sufficient cargo is mov- 
ing, or can be attracted by virtue of the lower 
cost and better service. 

In a sparsely populated country like Cana- 
da a vast improvement in railway technology 
and hence efficiency would bring significant 
economic benefits all over the country, but for 
obvious reasons, the matter is one of vital 
concern to the Maritimes. 


i) Port of New York threatens business of 
Canadian ports 

The Port of New York, thanks to its enor- 
mous traffic base, is a common port-of-call 
practically without exception, for all steam- 
ship lines providing the new containerized 
services between East coast North America 
and the highly sophisticated European market, 
thus offering not only economy but excellent 
frequency. 

By so doing, it has already attracted to 
itself significant volumes of traffic that former- 
ly used Canadian ports (unofficial estimates 
are around 30% of the general cargo business 
of the Port of Montreal). 

If this process is allowed to continue 
unchallenged, it is entirely possible that New 
York will become the major Canadian port. 

We believe when its favourable geographic, 
topographic and climatic factors, are added to 
the economies of new technology, that the 
Port of Halifax, among Eastern Canadian 
ports, is the only one capable of challenging 
New York in the coming era of larger, faster 
and more expensive vehicles (vessels and 
trains) and transfer equipment. Here is there- 
fore a further reason of interest to Canada to 
examine carefully these new technologies as 
they can be applied at the Port of Halifax. 


jp The McKinsey report 


Coincidentally, after we had received the 
original Kauffeld feasibility study (about 6 
months after; the McKinsey Report to the 
British Transport Docks Board was published. 
(A copy of this report has been sent to Mr. 
Macaluso and we can, if desired, provide, 
some further copies). 

The findings of the McKinsey report in 
many respects confirm the Kauffeld report on 
this Port. One principle, implicit in Kauffeld, 
on cardinal importance to Halifax and now 
confirmed by McKinsey is the following. 
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The McKinsey report declares that compar- 
ing vessels of up to 1200 containers (approx- 
imately 24,000 deadweight tons) with integral 
or unit trains, over distances of up to 3300 
miles the unit train will produce lower ton- 
mile costs than the container-ship, presuma- 
bly the most economical general cargo vessel 
now available. 


If this is so it follows that so long as nei- 
ther the sea, nor the land haul exceeds 3500 
miles, and so long as the vessel considered 
does not carry more than 1200 containers (the 
largest container vessels so far building are of 
1000 containers; then the greater the distance 
the cargo travels on land (naturally without 
circuity) and the lesser the distance it travels 
by sea the more economic is the total haul. 


Considering the haul from, say, the indus- 
trialized Great Lakes Region to Europe, the 
route via Halifax exactly fits this specifica- 
tion. Halifax would provide the longest direct 
haul by land and the shortest direct haul by 
sea. It follows that Halifax, with the new 
technology, should be the least cost route 


‘among Eastern Canadian or U.S.A. ports. In 


addition, of course, Halifax, with its great 
depth of water, almost unique in this among 
such ports, could increase its competitive 
edge by harbouring vessels up to 200,000 
dwt., which neither New York, nor Montreal 
could do. 


k) Investigation, evaluation and possible 
realization 

To return to the original line of thought, 
these are all matters that the E.I.U. might 
have looked at, although in fairness, it must 
be admitted some of them are of fairly recent 
origin. Nevertheless they are all, we feel, 
worthy of some attention from your Commit- 
tee. We would suggest that they be investigat- 
ed, evaluated and, in respect of those that 
survive, the federal and provincial govern- 
ments, the railways and other interested 
agencies (including ourselves) should co-oper- 
ate to implement them as soon as may be, 
and in the best possible way. 

Having exhausted therefore, for the 
moment, the possibilities of greater efficiency, 
attainable by technological advance in the 
Maritimes, we turn now to the question of 
subsidies. 


8. The Maritimes Freight Rate Act [MFRA] 


The MFRA is not applicable to import/ex- 
port rail rates and hence has little application 
to port traffic. 
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Nevertheless the industrial development of 
its immediate hinterland must be of interest 
to a port. The purpose of the MFRA is to 
benefit Maritimes Industry and consequently 
it can be, if effective, considered a develop- 
mental factor. 

There is no doubt in our minds that the 
MFRA, as it stands today, is failing almost 
entirely to achieve its stated objectives which 
were morally, if not legally, part, and a very 
important part, of the Confederation agree- 
ments. 

It is not our intention to analyse the MFRA 
as it stands today. The Economist Intelligence 
Unit in its 12-volume study, already referred 
to, “The Atlantic Provinces Transportation 
Study”, has already done this in Volume V, 
and found the Act a failure in many impor- 
tant particulars. We know that the Maritimes 
Transportation Commission will make a very 
complete submission on this subject and we 
wish to go on record as fully supporting 
everything the Maritimes Transportation 
Commission says, or will say, in this regard. 

As has been indicated earlier in this brief, 
the Port of Halifax is presently suffering 

grave erosion of its business due to a number 
of adverse factors beyond local control. 
| We have indicated that we are sparing no 
effort to re-establish the competitive position 
of the Port by the use of advanced technology 
now becoming available; and we have good 
hopes that, with some initial assistance from 
the federal government, for research and 
development, and the co-operation of Canadi- 
an National Railways, we shall be successful 
in this. 

However, between the proposal of ambi- 

tious plans and their consummation, particu- 
| larly in transportation, where many different 
interests have to be reconciled, there may be 
_a considerable passage of time. Meantime the 
factors causing the erosion of port business 
| are not going to get any less; indeed, they are 
sure to become more significant and it is cer- 
_ tain port business is going to get worse before 
it gets better. The effect on the economy of 
| the City is likely to be most adverse. 
If freight rates, including import/export 
rates are the problem they are, and if the 
future economic development of the Mari- 
_ times rests, as it does, on the development of 
‘industry and port traffic, the one triggering 
_ the other as previously mentioned, and if the 
MFRA is to be radically overhauled and 
improved, as we hope it will be, might it not 
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be considered justifiable to make import/ex- 
port rates to Atlantic ports eligible for the 
subsidy, even if only on a temporary basis, 
until we get these new technologies working. 

While such a subsidy would by no means 
solve the problems of the Port of Halifax, 
there is always marginal traffic a port can 
attract, if given even minimum aid of this 
kind, and there is no doubt such aid would 
help Halifax. Furthermore, this extension of 
the MFRA could be looked on as, in some 
measure, balancing the subsidized Seaway 
and the free ice-breaking service offered in 
the Gulf and St. Lawrence River, both of 
which, whether so intended or not, being 
major factors in the erosion of Atlantic ports’ 
traffic. 


9. Study of the significance of freight rates 
to the growth of new secondary manufactur- 
ing industry in the Atlantic Region. 


As mentioned above, the growth of indus- 
try within its immediate hinterland must be 
of maximum interest to any forward-looking 
port—for obvious reasons. 

Such industry as there is in the Atlantic 
Region is resource based, much of it primary. 
The present consensus of thinking appears to 
hold that, while our primary industry will 
become more efficient and more productive, it 
will not employ a significantly greater num- 
ber of people and that consequently our main 
hope of employing (and retaining) the sub- 
stantial majority of the people who are grow- 
ing up and being educated in the Maritimes 
today lies in the development of secondary 
manufacturing industry and in related ser- 
vices, including of course transportation and 
port service as two of the most important of 
these latter. 

It is our considered opinion that the rela- 
tively high cost of transportation to and from 
Central Canada is the principal reason 
secondary manufacturing industry in the 
Maritimes has not developed at the same rate 
as elsewhere and, so long as this country and 
its trade and tariff policy remain constituted 
as they are, the cost of transportation will, in 
the opinion of this Commission, persist as the 
major economic problem of the region. 

This is a matter that we would have 
thought would have been of major interest to 
the E.I.U. in its study already mentioned. 
However, one finds in the report only a pass- 
ing reference to it, to the effect that in their 


590 


(the E.I.U.’s) opinion, freight rates are not the 
major obstacle to greater industrial develop- 
ment in the Region. They then add that they 
have not seriously studied the matter, but 
that in studying some other matters this is 
the impression they gained. We in the Mari- 
times, who live and work with this problem 
daily, are not likely to take such an impres- 
sion seriously without some supporting facts, 
or proof, or evidence of serious study. 

Whilst. there may well be varying opinion 
on the cure, let us at least take all reasonable 
and proper steps to diagnose the malady. A 
study should therefore be undertaken, at the 
earliest possible moment, to establish, with as 
much accuracy as possible, the significance of 
freight rates to industrial development in the 
Region. 

As consultants inevitably reflect to some 
extent the opinions of the people who hire 
them, while the funds should be supplied by 
Ottawa, we suggest that the study is more 
likely to be informative and useful if it is 
ordered by an Atlantic Region transportation 
agency in daily contact with these matters 
such as, for instance, the Maritimes Trans- 
portation Commission which is, as the Com- 
mittee knows, an agency of the four govern- 
ments of the Atlantic Region. 


10. In conclusion, Honourable Members, we 
wish to emphasize our main thought in ap- 
pearing before you today. It is this. 
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Given the conditions in which the Mari- 
times undertook Confederation; given the his- 
tory of the Intercolonial Railway and of the 
vicissitudes of the freight rates on the line; 
given our lagging industrial development and 
paucity of alternative means of transport for 
our commerce with the other provinces and 
with the U.S.A. and between these and the 
Port of Halifax, you will certainly understand 
our view that our railway is nothing less than 
our commercial lifeline, and hence our preoc- 
cupation with it. 


As a practical matter, particularly to Que- 
bec, Ontario and the West and to the U.S.A,, 
we have no alternative to our railway for 
regular movements of goods in any considera- 
ble volume. 


Thus we need and request and are pre-. 
pared to work for not only a good railway, | 
but the very best available railway, with 
every possible refinement in cost-saving) 
efficiency, in reliability and regularity and in) 
frequency of service that modern technology 
can offer; and it can offer much; and in our) 
view we shall be derelict in our duty if we do 
not make every possible effort to attain these 
standards. 


We thank your Committee for the oppor- 
tunity to present our views. 


J. Wm. E. Mingo, Q.C., 
Chairman, 
Port of Halifax Commission 
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APPENDIX A-29 


SUBMISSION TO THE STANDING COMMITTEE ON TRANSPORT AND 
COMMUNICATIONS, HOUSE OF COMMONS, OTTAWA, ONTARIO 
ON BEHALF OF: STANFIELD’S LIMITED, TRURO, NOVA SCOTIA 


February 8, 1968 


A transportation system is one of the most 
vital elements in the development and 
maintenance of secondary manufacturing in 
the Atlantic region and the closing of the 
economic gap between central and eastern 
Canada. The future growth and prosperity of 
the Atlantic region depends on the develop- 
ment of industry. This development cannot 
take place unless an adequate transportation 
System is established. 


_ The Atlantic region market in most cases is 
not large enough to support an efficient pro- 
duction unit. Therefore access to the central 

and western Canadian markets is mandato- 
ry.** The cost of access to these markets 
must be reasonable and service must be fast 

and efficient. At the present time central 
Canada has better access to the Atlantic 
region market than we do to theirs. Pool car 
-and truck service exists from central Canada 
to the Maritimes but not vice versa. There- 
fore a great number of manufacturers are 
faced with higher outbound costs than their 
competitors face on inbound traffic to the At- 
lantic market. Although piggyback and car- 
load service is available on outbound traffic, 
many manufacturers do not have sufficient 
quantities to qualify. The demand for service 
and the geographic disparity of customers 
does not allow many manufacturers to 
accumulate the necessary quantities. There- 
fore they find themselves forced into higher 
transportation costs than would be necessary 
if a westbound pool truck or car service were 
available, or if they could qualify for pig- 
Syback service. Under piggyback a very dis- 
tinct problem exists. Even if manufacturers 
did qualify for piggyback service they would 
find themselves involved in a costly distribu- 
tion problem at destination if the contents of 
the piggyback shipment were for multiple 
customers; or if the destination was primarily 


** The export market cannot be neglected, but 
this important market will not be dealt with in 
this submission. 
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a break-bulk point. Railways cannot use pig- 
gyback to originate traffic at the break-bulk 
point. Because of this feature of piggyback 
pool car or truck service would be a distinct 
advantage to many manufacturers in this 
area. , 

I think it must be realized that the Atlantic 
area (except in the case where this region is 
large enough to support an economic unit and 
in certain primary products) is not a natural 
manufacturing area. Industry breeds industry 
and we have not to date established the base 
that will provide the take-off point for this 
region. The industrial base of, the Atlantic 
region is certainly much larger than it was a 
few years ago. This improvement isa major 
accomplishment for this region. However, 
raw materials in many cases must be import- 
ed from central Canada to produce finished 
goods. Warehousing in Central Canada and 
elsewhere is often necessary to remain com- 
petitive in the market place. The consequent 
duplication in inventory and the additional 
warehousing costs add to the cost of business 
which many major competitors do not have to 
contend with. To these basically distribution 
costs must be added the cost of getting the 
product to the central market. At this point 
the two products enter into competition with 
one another. If: price competition is keen, as it 
is im many cases, and stock control and ser- 
vice is important, many firms find themselves 
faced with additional costs as outlined above. 


To the extent that central Canadian firms 


warehouse in the Maritimes the additional 
costs may be offset to a certain extent. 
However, warehousing by central Canadian 
firms in the Maritimes tends to be the excep- 
tion rather than the rule. Also this market is 
not usually a major one to them and often 
they can increase the price to recover these 
additional costs. The reverse is not usually 
true in the central Canadian market. 

- Aithough it is tough to prosper under these 


‘conditions it can, and is, being done. Our own 


5$2 


experience is an example. For years we have 
had to content with the constant complaint by 
many of our actual or potential customers 
that Nova Scotia is too far away and it takes 
too long for the merchandise to come from 
our plant to the store. The problem is psycho- 
logical as well as economic. The fact that 
major competitors are located within the 
largest marketing areas in Canada is a key 
factor in this problem. I don’t think that one 
should underestimate the extent to which 
many potential and actual customers in On- 
tario and Quebec feel that the freight cost 
and service problem is sufficient to create a 
road block against merchandise produced in 
this region. We have been able to overcome 
some of these difficulties but we are very 
aware of their realism. Any change in trans- 
portation costs or service is of vital interest 
to our firm. If freight costs, such as pig- 
gyback and/or carload were to increase by 
the same percentage as ETA100 did in rela- 
tion to LCL I would venture to guess that our 
business would be materially affected because 
our ability to compete would be severely 
limited. Many programs are helping to assure 
that business will locate and have some real 
success but, gentlemen, I submit to you that 
transportation is a very important ingredient 
in the ability of this area to grow and pros- 
per. It is most important that transportation 
be viewed from a regional development point 
of view as well as business point of view. It 
is important that our transportation system 
does not conflict or hinder our attempts to 
enlarge our industrial base. 

At the present time substantial expendi- 
tures on highways and subsidies to assist 
transportation are being carried out. I feel 
that expenditures on transportation must be 
placed within the priority of developmental 
projects and judged by their utility to the 
region. The economic characteristics of the 
different modes of transportation should be 
studied and a co-ordimated transportation 
program and system drawn up. Any major 
change is always slow and painful but the 
guide lines must be set and the ground work 
laid. The two major types of carriers by 
which we can reach the central Canadian 
market are the motor carrier and the railway. 
Motor carriers are characterized as providing 
Superior service with greater flexibility at 
higher speeds than railways. Motor carriers 
are best adapted to moving light goods in 
small quantities, making short hauls, provid- 
ing feeder services, and meeting the need for 
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flexibility. This means that trucks are most 
effective for short to medium hauls and for 
products requiring specialized service and 
flexibility. The rails are best at handling 
freight for long distances in carload lots at 
intermediate speeds. In this area their costs 
are less than those of trucks. The railroad 
gets three times as many ton miles per work- 
er and more than three times as many ton 
miles per gallon of fuel in relation to trucks. 
Greater economy would be realized if each of 
these media could be given the work each is 
best equipped to handle. This means a com- 
mon administrative body to govern transpor- 
tation and the equalizing of competitive 
opportunities. 


I believe that railways are not being effec- 
tively utilized. Some of this is their own fault 


due to their unprogressiveness in the past and | 


the poor service they offered to their custom- 


ers. Their hands, to a certain extent, have » 


been tied by regulation. Rails are now 
attempting to regain some of the freight that 
would, and should normally move on the rails 
that they lost to truckers by introducing pig- 
gyback service and containerization. In addi- 
tion rails are putting a great deal of emphasis 
on service. I do not believe that the cost- 
volume-profit relationship has been fully 
explored by railway rate setters or they 
would not have lost a lot of the traffic that 
normally should be theirs to the motor carri- 
ers. There is no reason why railways should 
not be utilized more fully in the transporta- 
tion of finished products from this region to 
central Canada. I believe that motor transport 
is more of an intra-region concept than an 
inter-region concept except in the case where 
specialized service and flexibility are very 
important factors in the distribution of a pro- 
duct. I do not believe that the subsidization of 
the motor carrier is a valid argument. Instead 


I suggest that further subsidization of the. 


railway is necessary. It is highly unlikely that 
motor carriers bear a fair share of the users 
cost of building and maintaining our highway 


| 
| 
| 


system. Our highway system is a _ serious | 


drain on the capital funds available to the 


Atlantic region. The railway, on the other 


hand, is already established and costs much 
less to maintain and from an economic point 
of view has the potential to provide the most 
reasonable service to the central Canadian 
market. 

Unfortunately ETA100 is not the answer to 
the less than carload problem nor to the rail- 
way cost-volume-profit problem. The ETA100 


| 


March 7, 1868 


has had the effect of driving freight to the 
truckers. In fact, I believe that the ETA100 
only aggravated an existing problem. Motor 
carriers have taken the more lucrative traffic 
from the railways little by little and have left 
them with the less desirable type of traffic 
from the motor carriers point of view. The 
idea of pick up and delivery is commendable 
because it should improve service. However 
the increase after allowance for this is 
approximately 20 per cent to 25 per cent. The 
cost of transportation relative to the sales dol- 
lar has increased 1 per cent to 14 per cent. 
This is a significant increase and is at the root 
of the unsettling effect that ETA100 has had 
on the Atlantic community. Also I be- 
lieve it is important to point out that as 
many costs are hidden under the ETA100 as 
are formally listed in the table of tariffs. 
There are extra charges for insurance, each 
carton over one, and oversize cartons. It is 
hard to find a carton that is not oversize 
under the dimensions specified in ETA100. 
Perhaps the severest restriction of all is the 
density regulation of ten pounds to the cubic 
foot. Although this regulation is less than that 
used by trucks it hit especially hard at the 
traffic that was continuing to use railways 
because it tended to be of the bulkier type. 
ETA100 as it now stands is a most unsatisfac- 
tory tariff structure. The rails must come up 
with a more reasonable less than carload 
tariff structure for this region. 


CONCLUSIONS AND RECOMMENDATIONS 


_ This brief is intended to present a point of 
view. The recommendations of this committee 
may have a substantial bearing on the devel- 
opment of an adequate transportation system 
within the Atlantic region that takes in the 
economic characteristics of the carriers and 
‘the needs of the region. The region needs a 


‘transportation system that is reasonable in 


‘cost and fast and efficient in the handling of 
freight. Business men recognize the problems 
that carriers in the transportation industry 
face. We are not seeking zero transportation 
‘costs but we are seeking the opportunity to 
compete as fairly as possible for a share in 
bf total Canadian market. We are not afraid 
| 


of competition but the transportation industry 


! 
| 
| 


| 
| 
i 
| 
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is tool by which we can be competitive and 
we would like to see it used this way. 

The Maritimes Freight Rates Act could 
possibly be criticized for not equalizing the 
opportunity for firms operating in the Atlan- 
tic region to compete in the central Canadian 
market with manufacturers located in that 
market. This I believe was the intention of 
this Freight Rate Act. Opportunity cannot be 
equalized for everyone and it is most difficult 
to determine when opportunity is equalized. 
However attempts must be made to try to 
achieve the goal of equal opportunity. 

ETA100 in its present form is unsatisfacto- 
ry. The hidden or so-called surcharges should 
be removed and the cost of insurance should 
be born by the railway since it is their 
responsibility to make sure that the merchan- 
dise is handled properly and delivered in 
good condition. The cubic density regulation 
should either be abandoned in favour of actu- 
al weight or reduced to five pounds per cubic 
foot. 

Attempts should be made to institute pool 
car service on westbound traffic to the central 
Canadian market. Piggyback service, pool car 
service, and less than carload service would 
provide three basic ways for the manufactur- 
er to reach the market depending upon the 
size of the shipment and the location of the 
customer. 

Special consideration should be given to 
raw materials being brought into the Mari- 
times for manufacture. These raw materials 
should come under the Maritime Freight 
Rates Act and be subject to special rates. 

The railways must improve their service. 
They should be encouraged to continue to 
develop a piggyback and containerization ser- 
vice and in the use of highway vehicles in 
conjunction with rail equipment to provide 
the area with the best service at reasonable 
rates. Truckers should likewise be encouraged 
to develop in those areas where they are best 
equipped to provide a real service to the 
region. 


Respectfully submitted, 
F. Thomas Stanfield 
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APPENDIX A-30 


BRIEF 


by 


TRURO AREA INDUSTRIAL COMMISSION 


Mr. Chairman and Gentlemen: 


This submission is for and on behalf of:- 
- The Truro Board of Trade, 

The Council:of the Town of Truro, 
‘The Council of the Town of Stewiacke, 


The Council of the Municipality of Col- 
chester County, 


The Council of the Municipality of East 
Hants, 


' The Truro Area Industrial Commission. 


whose members take the view that the Atlan- 
tic Provinces have very legitimate and impor- 
tant transportation needs for which national 
policies must be modernized or developed, or 
both. These needs are as real and vital to the 
people of the Atlantic Provinces as were, for 
example, the aspirations of the citizens of the 
St. Lawrence Seaway area for construction of 
the seaway' and for maintenance of tolls 
which are less than compensatory—or the 
Western grain growers need. for export rates 
on grain to remain at the 1897 level. 


ne Atlantic Provinces transportation needs 
ean’ no more be met by a uniform National 
Transportation ‘Policy than either of the 
So ake needs could be met by such a policy. 


“The November 9, 1967, announcement by 
Tr -ansport Minister Hellyer, while providing 
an offer of some ‘relief, is conditional upon 
the railways being given the authority to can- 
cel the so-called less-than-carload freight 
rates, which went into effect on September 
ou, 1967. These rates are important to Atlan- 
tic Provinces shippers, particularly those 
shipping goods of a light and bulky nature, as 
through their utilization certain shippers have 
been able to avoid the full impact of the new 
non-carload rates. It is important, therefore, 
that these less-than-carload rates be retained. 


It is therefore respectfully requested that 
the reduction offered in Mr. Hellyer’s Novem- 
ber 9th, 1967, announcement be implemented 
at once and that the so-called LCL freight 
rates be maintained at least until a suitable 
and adequate regional transportation policy 
has been developed and implemented. 

The effect of the new tariff appears to fall 
most heavily on local manufacturers attempt- 
ing to supply local markets in competition 
with manufacturers outside the Atlantic Re- 
gion. Certainly the new rates discourage the 
development of local industry for local mar- 
kets, something the Government of Canada 
tells us we should be doing. 

Evidence tends to point to the Atlantic 
Provinces being asked to bear a greater por- 
tion of the railways’ increased revenue needs 
because it appears that the increase in the 
Atlantic Region was greater than elsewhere 
(i.e. our rate was frequently lower prior to 
September 5, 1967, but now is generally the 
same as, or higher than elsewhere in Canada). 

This not only imposes an unfair burden on 
the people of the Atlantic Provinces, which 
are the greatest users per capita of railway 
non-carload service than any other region of 
Canada except Saskatchewan, but we do not 
have an alternate means of transportation 
such as is the case in Central Canada. In 
consideration of the latter, may we suggest © 
that Maritime Freight Rates Act subsidies be 
extended to the movement of goods by other 
modes of transport such as highway carriers; 
this step being deemed most important to 
assist in the development of a more effective 
and competitive transportation climate in this 
part of Canada. 

May we suggest your committee make a4 
review of the terms and conditions under — 
which Nova Scotia entered Confederation; the 
main consideration of which was that a rail- 
way be built linking Nova Scotia with the 
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Central Provinces. Coupled with this con- 
struction was the promise of a freight rate 
structure to meet the needs of our commerce. 
This was given quasi official recognition by 
the Royal Commission on Maritime Claims 
(the so-called Duncan Commission of 1926) 
when it said on page 21: 


“The Intercolonial Railway was complet- 
ed in 1876, and it would appear from the 
evidence we have received that from 
then until 1912 the interests of the Mari- 
time Provinces were fairly well safe- 

| guarded, the freight rate structure being 
such as to take into account the require- 
ments of their traffic. The lower level of 
rates that prevailed on the Intercolonial 
Railway System prior to 1912, is, in our 
view, rightly to be interpreted as the 
fulfillment by successive governments of 
the policy and pledges that surrounded 
the railway from its inception, whatever 
impressions may have been created by 
the form of administration.” 


We are not suggesting, gentlemen, that the 
freight rates in the Atlantic region should be 
set back to the same structure as prevailed in 
1912 but we do suggest that they be adjusted 
to the extent that we continue to enjoy the 

same competitive advantages in the transpor- 
tation of goods as was promised Nova Scotia 
at the time of Confederation. 
_” The position taken by the Nova Scotia dele- 
gation in discussions bearing on Confedera- 
tion may be found on page 26 of the Province 
of Nova Scotia’s Submission to the Royal 
Commission on Maritime Claims (1926): 
“An Intercolonial Railway would give the 
means of communication at present want- 
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ing. It would open to Canada an Atlan- 
tic seaboard on British soil, from which 
she is now cut off; and it would offer to 
the Lower Provinces a ready access to 
the vast field of enterprise and progress 
occupied by their fellow subjects in the 
interior. It would prove a benefit of incal- 
culable value, should it be the precursor 
of, as it is an absolute necessity towards, 
a legislative union of Her Majesty’s North 
Atlantic Provinces—a measure essential 
to the full development of the power 
which their situation and character are 
calculated to confer and without which 
they never attain the high position to 
which their united energies and advan- 
tages would lead them.” 


In summary, Mr. Chairman and Gentlemen, 
we ask only that the policy and pledges 
which surrounded the railway at its incep- 
tion, not now, be arbitrarily abrogated as was 
done with the institution of the new tariffs. 


Just aS much as the citizens of Central 
Canada depend upon the St. Lawrence Sea- 
way for the development of their economy we 
in Nova Scotia depend upon the railway as 
our “Seaway”. For our economic survival we 
must have railway freight rates low enough 
to maintain our industries in a competitive’ 
position with industries in other parts of 
Canada until such times as an alternative 
mode of transportation to make this possible, 
is provided. 


Respectfully submitted, 


TRURO AREA INDUSTRIAL 
COMMISSION. 


J. G. Glassey, Chairman. 
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APPENDIX A-31 


BRIEF BY NOVA HEADWEAR LIMITED, TRURO, NOVA SCOTIA 


A REPORT ON TRANSPORTATION COSTS 
RE OUR PRODUCTS. 

To simplify this report we will use only a 
sample order and the following table will 
show the shipping costs for this specific order 
prior to and following the increase in Septem- 
ber 1967 on LCL with pickup and delivery. 


Feb. 8, 1968. 


TABLE 1 


Shipment consists of 12 doz. caps packed 1 
doz. per carton and these cartons tied in bun- 
dles of 6 so that prepared shipment consists 
of 2 pieces with a gross weight of 36 lbs. and 
total cubic dimension of 18 cu. ft. 


L.C.L. Rate L.C.L. Rate 
Truro to Destination Aug. 1967 Oct. 1967 Increase 
i ig 4h oo Aa Ra eH OPN Ko vt a eae a a 6 Panes pee ene S3ecD $4.25 $1.00 30% 
iuro, tO. blomtreal, GUE, oc cule sare $3 azn $5.95 $2.70 83 % 
LDUBO. LO « LOBONTO wi Gl Gai ema S$3%ea0 $8 .00 $4.65 138% 


The above specific order of 12 doz. caps is a 
good representative order based on average 
shipments to our trade. 


In addition to the above table there are also 
many other factors which are relative to the 
fact that our competitive position has been 
seriously threatened by the new LCL rates 
and these are listed numerically as follows: 

1. The breakdown on total shipments 
from this company is 90 per cent LCL 
with pick-up and delivery, 5 per cent 
Truck and 5 per cent Parcel Post. We 
do not have any carload shipments. 

2. As we ship mainly to the retail 
trade, it is not feasible for us to ship on 
any basis other than pickup and delivery. 

3. Our industry is based on service and 
it is therefore imperative for us to ship 
via the fastest method (CNX in most 
cases). 


4. To assure the future success of this 
company, it is necessary for us to market 
75 per cent of our total sales in the Cen- 
tral Canada area. The balance of 25 per 
cent is sold in the Atlantic Provinces 
with sales in Newfoundland being the 
highest on a per capita basis. 


5. For our sales in Newfoundland we do 
not have any choice in how we ship as 


CNX actually has a monopoly on this 
province. 


6. Our competitors in our industry are 
located in Montreal and Toronto and 
their shipping costs for an order as per 
Table 1 to their mass market are approx- 
imately $1.50 maximum. Not only do they 
have the advantage of faster and more 
efficient service to this market area, but 
they also land their shipments to their 
consignees at approximately 25 per cent 
of our costs in Montreal and 18 per cent 
of our costs in Toronto. 


7. Our average wholesale price is $12.60 
per doz. so our increase in shipping costs 
to Toronto under the new LCL rates 
results in $4.65 per 12 doz. shipment or 
$.3875 per doz. This amounts to over 3 
per cent of our actual gross selling price 
being lost in the increase in new rates. 
With manufacturing profits running just 
in the 3 per cent bracket, this increase in 
rates simply means that we are unable 
to sell in the volume market area of On- 
tario and Quebec without losing money 
on our sales. 


8. We have not been able to find an 
alternate method of shipping (i.e. truck 
transport) that will provide us with the 
necessary service time in delivering that 
our accounts require. 
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9. It is necessary for us to purchase 98 
per cent of all our raw materials from 
mills in Ontario and Quebec. Here again 
we are being penalized with highly in- 
creased shipping costs so that once again 
our competitive position is further eroded 
in comparison to that of our competition 
in Ontario and Quebec who have these 
raw materials in their immediate area. 


10. The increased costs of shipping 
resultant from the new LCL rates apply- 
ing to both our incoming raw materials 
and our outgoing finished products now 
make it completely impossible for us to 
be competitive in the volume market area 
of Ontario and Quebec and without this 
market we are unable to survive as an 
industry. 
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11. The only satisfactory solution to 
this most serious problem is not just a 
return to the existing rates prior to Sept. 
5/67 but a further reduction on these 
rates with increased efficiency in the 
shipping time for guaranteed delivery by 
the C.N.R. 


12. Due to excessive costs and delays in 
bringing in raw materials from Ontario 
and Quebec it is necessary for us to carry 
four times the amount of inventory car- 
ried by our competitors. This in turn is 
reflected in higher interest and banking 
charges for our company. 


D. G. MacLeod 
President 
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APPENDIX A-32 


BRIEF BY TOWN OF MULGRAVE, N.S. 


February 8, 1968 


BRIEF: Port of Mulgrave in the Strait of 
Canso Area 

Transportation in the Atlantic Provinces of 
Canada and beyond may undergo some radi- 
cal changes as a result of the present trend 
toward super tankers and super transport 
ships. ; 

Three ports on the Eastern Atlantic Sea- 
board capable of accommodating such large 
ships are; New York. Halifax and the New 
Port possibilities in the Strait of Canso area. 
New York is making rapid progress in its 
plans to accommodate this new trend in ship- 
ping and it appears only reasonable to expect 
Canada to remain in a relative, Competitive 
Position by developing one of its Nova Scotia 
major ports. Indeed, it well may be that 
Canadian and American interests could be 
better served by a joint development of a 
super port in this Strait of Canso area. 

In the Strait of Canso area south of the 
Causeway we have one of the finest ice free 


ports on the Eastern Atlantic seaboards and 
in actual fact are considered a Gateway to the 
St. Lawrence as well as having a strategic 
location on the Atlantic sea route. 

One can visualize trans-shipment from a 
super port in this area up and down the St. 
Lawrence River via the Gulf of St. Lawrence 
by lake boats and other boats, not capable of 
weathering the stormy Atlantic. Indeed a free 
port. in . this .area may well merig 
consideration. 

Consideration of the foregoing may not fall 
within the terms of reference of your commit- 
tee, however, we do feel that any long term 
planning for transportation in Atlantic Can- 
ada will wish to consider the implications of 
super ports. 

We wish to extend a cordial invitation to 
your Committee or any members of your 
Committee to visit Mulgrave, when in Nova 
Scotia, for an on-the-spot analysis of our 
potential. 

Town of Mulgrave 


Mayor Eugene O’Neil 
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- APPENDIX A-33 


BRIEF BY NOVA SCOTIA TEXTILES, LIMITED, WINDSOR, NOVA SCOTIA 
RE: TARIFF 100 AND NEW LCL FREIGHT RATES 


This Company would ask permission to pre- 
sent the following brief before your Commit- 
tee when it appears in Halifax on February 
21st and 22nd. The brief will be presented by 
the General Manager, J. D. Macdonald, or in 
his. absence .by...Mr..,..H....A.,,. Hatchard, 
Superintendent. 


The changes in the rates, and coverage of 
the rates, will have a very adverse effect on 
our competitive position for the following 
reasons: 


1. 75 per cent of our sales are made west of 
Montreal and 40 per cent are west of Ontario, 
which means that shipments must be 
“through” shipments via rail, or delivered to 
forwarding agents or lake boats at Montreal. 
Since shipments are f.o.b. plant, the customer 
specifies the forwarding agents as these are 
cheaper than using all rail. The old LCL rates 
provided delivery at Montreal, the new ones 
do not and a private parcel carrier must be 
employed, at higher costs, along with added 
delays, in order to use the present LCL struc- 
ture and the combined result resultant cost is 
74 per cent higher than the old LCL rates. 


2. To compete with the Central Canadian 
knitters located in Ontario and Quebec, this 
Company must quote lower prices to give 
landed costs equal to theirs in Ontario and 
Quebec, or prepay the freight to Ontario and 
Quebec. 


On..shipments to. the West,.we must land 
the goods in Montreal to connect with freight 
forwarders incurring a cost not borne by the 
competing mills. Since there has been very 
little change in the freight assembly firm’s 
tariff the competition do not have to make 
any extry allowances, nor do their customers 
pay any more for transportation than prior to 
September 1967. 


A large part of our trade is with chain 


_ Stores and wholesale houses, in a very com- 


petitive market where price and delivery time 
are of paramount importance. Our competi- 
tion in Ontario and Quebec do not suffer from 
these drawbacks of transportation to connect 


with the forwarders at Montreal, or suffer the 
delivery delays inherent in the movement of 
this traffic. 


On the supporting table of rates reference 
is made only to 300 lbs and up, but under 300 
Ibs. the situation is even more serious. Mini- 
mum charges on movements by freight and 
truck to reach the forwarders, who also 
impose minimum charges, make this means of 
handling small traffic prohibitive and the new 
non-carload tariff is more than double the old 
rate. Traffic under the new non-carload tariff 
is handled, and billed, like express and on 
our product, as stated above, is 110% higher 
on 300 lbs. lots and higher than this on under 
300 lbs. lots. 


From communities like Windsor, off the 
main routes, Smith’s Transport provide the 
only through trucking service and competitive 
conditions do not exist to enable better rates 
to be negotiated. Smith’s, being owned by the 
C.P.R., have no incentive to quote finer rates 
than LCL. 


We submit special consideration should be 
given to communities east of Diamond Junc- 
tion by having the LCL rates, both Class and 
Commodity, retained on movements out of 
this area, and that the rates should include a 


‘delivery in Quebec and Ontario. If the rail- 


ways are to be given the Maritime Freigh 
Rate Subsidy it should be a condition that 
this service continue if the subsidy is also to 
be applied to the non-carload tariff, or 
express type of business. The carriers’ liabili- 
ty should not be limited, but cover the value 
of the shipment without surcharges. 


SUMMARY 

1. The LCL rates, both Class & Commodity, 
should be retained and provide a delivery at 
destination at least. 

2. The carrier should be liable for full 
value of shipment. 

3. Higher charges from these rates will 
have to be borne by ourselves and as our 
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competitors in Ontario and Quebec are not 5. Rate increases should be reasonable and 
affected by these changes to near the same not double and triple previous long-estab- 
extent. lished rates. 


4. The volume of business affected by the J.D. Macd id 
rates will jeopardize the continued success of %**: “2caona 
the business. General Manager 


NOVA SCOTIA TEXTILES, LIMITED 
Windsor, Nova Scotia 


February 7, 1968 


Miri. Vitt,. Clerk, 
Standing Committee on Transport 
and Communications 


House of Commons 
OTTAWA, Ontario 


Rates per cwt on Montreal 
300 500 1000 
LCL (old) with pick-up & delivery ........ LD 1,55, 1.255 
LCL (new) No pick-up or delivery ....... 2590 205 2205 
Plus cartage per cwt at destination by 
private ‘cartage*...s6. eee. Bieeran .65 .50 ay 
Total ..s3 Paes Pt nee cite ee tee a. t0 7 gigs 5 Zoot 
Inereaseip-eia pea beth hes. . Cetin 1Re &) 1.00 .82 
Inerease, overoald ‘mates \asaernis ieean. . Hen 74% 65 % 53 % 
News Parittid 004% Getcttertowe oe ot. . Ohenale 2.76 2:72 2.68 
Plus Ins cost @ $2.00 value per lb ........ 50 50 50 
SOCAN Ss Ysa eee cere sete «: + ak deen: % 3.26 Bice 3.18 
Increase” OVer Old “sc La tale 5. sees sss sates tea 1. 67 1.63 
TeCrease (OVER OG iigC ts ee ae i Ais steno spe bytes 110% 108 % 105 % 
Alternative means—Smith Transport (pro- 
vides pick-up & delivery) ........... 2.19 2.19 2.19 
Pricrease OVGEr. OG WoGla ton . = ai ase an 5 eer ate .64 .64 . 64 
PMCTCHSe. OVEL UCL tC bat te oa es Ain hee 41% 41% 41% 


These rates would apply to 75% of our sales 


NOVA SCOTIA TEXTILES LIMITED 


J. D. Macdonald 
General Manager 


| 
{ 
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APPENDIX A-34 


BRIEF BY ATLANTIC BRIDGE COMPANY, LIMITED, LUNENBURG, NS. 


ON THE EFFECT OF TARIFF 100, CHANGES IN RAILWAY FREIGHT RATES 
AFFECTING THE MARITIME PROVINCES. 


Abstract of the Brief 


It is established Federal Government policy 
to alleviate high transportation costs in areas 
that can least afford them. Recent relaxation 
of this policy had the effect of freeing railway 
freight rates which resulted in an actual cost 
rate basis, Tariff 100. This abrupt rise in 
freight costs is resisted by shippers in the 
Maritimes who are making strong representa- 
tions to the Federal Government for a return 
to its original policy. 

The ABCO Group of companies are 
described showing three firms with annual 
sales over $5,000,000 and employing approxi- 
mately 300 people. The manufactured prod- 
ucts are fishing vessels, sailing yachts, fibre- 
glass products, equipment for the fishing and 
other industries. The competitive picture is 
keen, having a tendency to keep wages and 
profits low. 


An analysis of C.N.R. billing for three 
months of 1967 indicates Tariff 100 will 
increase costs by 49 per cent made up of 
Freight 74 per cent and Express 3.5 per cent 
Application of the weight/volume rule shows 
increases of 170 per cent. Figures are given. 


An example contract is shown valued at 
$118,000. The weight/volume rule applied to 
this job raises transportation costs by $3,844, 
which is a rise of 3.3 percent in the total 
contract. Another example of this rule is giv- 
en, in which express shipments of fibreglass 
products show an increase of 43 per cent. 


Recommendations are made to revise the 


_ present subsidy upwards, to relax the weight/ 


volume rule and to retain the old ‘“non- 
competitive less than carload class and com- 
modity rate.” 


INTRODUCTION 


The introduction of higher freight rates as 
well as other costs has been a fact of life in 
post war years. In the past, gradual rise or 


_Yises in small steps have been absorbed in 


production costs and although producing an 
undesirable product price, increase has been 
in step with other areas of the country. 
However, an imbalance was gradually created 
favouring centralized areas, the effect of 
which was detrimental to the Maritimes, so 
the Federal Government established a policy 
to alleviate the greatest increases in the At- 
lantic Provinces. 

In 1967, a reversal of this established Fed- 
eral Government policy had the effect of 
releasing the railways from close Government 
regulation so they could function on an actual 
cost rate profit basis. The result was Tariff 
100 covering “less than carload” shipments. 
No criticism is made of the railways in pro- 
duction of this document or their rate struc- 
ture in very competitive areas as opposed to 
not so competitive areas. Criticism is, howev- 
er, levelled at the effect Tariff 100 will have 
on the business community in the Maritime 
area, as the large increases of Tariff 100 are 
too great and too abrupt for areas of marginal 
prosperity. 

As effect is the basis of this brief, and as 
Federal Government policy originally was to 
regulate the problem of transportation costs 
to and from the Maritimes, it would appear 
that further extension of this policy could 
alleviate or solve it. Releasing the railways to 
make their own rate structure was surely 
foreseen as the forerunner of rate increases 
resulting ultimately in the need to adjust this 
policy. Stated Government aims of regional 
equalization surely do not stop short of such a 
vital thing as transportation. 


BACKGROUND 


The companies of the ABCO Group repre- 
sented in the production of this brief are as 
follows: 

(a) Atlantic Bridge Co. Limited, Lunen- 
burg & Mahone Bay, N.S. 
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(ob) Atlantic Shipbuilding Co. 
Lunenburg & Mahone Bay, N.S. 

(c) Industrial Shipping Co. Limited, 
Mahone Bay, N.S. 


These plants provide employment for 
approximately 300 people in Lunneburg Coun- 
ty and are the second largest employer in 
the county. Seasonal variations and slight 
changes in economic conditions requiring 
adjustments in employment become a critical 
factor in the local economy. 

Atlantic Bridge Co. Ltd. manufactures fish 
handling and processing equipment, tanks, 
industrial fibreglass products and supplies 
manufactured items to the fishing industry. 


Ltd., 


Annual sales amount to approximately 
$3,000,000. 
Atlantic Shipbuilding Co. Ltd. builds, 


repairs and refits fishing vessels and supplies 
ships’ chandlers items. Annual sales amount 
to approximately $1,500,000. 

Industrial Shipping Co. Ltd. manufactures 
fibreglass sail boats of all sizes which are sold 
throughout Canada and United States. Annual 
sales amount to approximately $750,000. 

Past experience and future prospects indi- 
cate a steady growth pattern for these compa- 
nies. In five years, the sales volume will rise 
to ten million dollars with employment reach- 
ing five hundred people. It must be firmly 
stated that such growth is predicated on 
normal cost increases. Abnormal cost increases 
such as Tariff 100 will arrest this normal 
growth unless repealed. 

The material inflow of our companies is 
largely equipment and raw material from 
central Canada and the United States to our 
plants in the Lunenburg area. Products manu- 
factured in our plants are sold in the Mari- 
time area with some sales and contract work 
in Quebec, Ontario and United States. The 
Maritime area as a whole is captive to what- 
ever freight rate structure is in effect, so we 
are not adversely affected by local competi- 
tion. Rising costs from whatever quarter do 
limit the ability of the Maritime region to 
purchase our products and, therefore, does 
adversely affect local marketing. 

The central area of Canada is the heartland 
and for Maritime based companies, competi- 
tion there is difficult in view of the costs 
generated by the material flow pattern. Our 
particular competitive position has been 
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maintained in part by reason of special 
research efforts and engineering Knowhow 
within the ABCO Group. Examples are the 
development of new fish handling and proc- 
essing equipment and our eminent position in 
industrial fibreglass. There is another aspect 
of our competitive position which leaves 
much to be desired, and that is the wage 
profit picture. In many areas, we are competi- 
tive only on the basis of low wages and low 
profit. It is our workmen and owners who 
bear the brunt of unusual cost increases that 
must be absorbed in our cost structure for 
competitive reasons. It is, therefore, obvious 
that rising costs, wages, freight, etc. must 
eventually price our products of a general 
nature out of the market in centres of larger 
production runs. Products of a specialized 
nature selling locally, will continue to be 
economically produced and sold. It is in the 
interest of all Canada and particularly the 
Maritime area, that we remain competitive 
with as much of Canada as possible, as long 
as possible, so that rising local consumption 
eventually replaces uneconomical markets. 


FACTS 


When the impact of the new freight rates 
was felt, and it was realized to be greater 
than just another periodic rise, a survey of 
costs was carried out by Atlantic Bridge Co. 
Limited. The billing from the C.N.R. for June, 
July and August, 1967, was analyzed by con- 
verting the charges made to the new rates of 
Tariff 100. The bills represent more pur- 
chased material (incoming) than sales of 
material (outgoing). This is caused by ship- 
ments to customer’s usually being on a collect 
basis. Fhe figures are valid for all incoming 
material and could, with major revisions, in 


the volume/weight area, be applied to outgo- 


ing shipments. 

The survey figures listed below indicate a 
rise of 49.1 per cent in express and railway 
freight shipments, which on an annual basis 
amounts to an increased cost of $5,000. for 
Atlangic Bridge Co. Limited only. This 


increase would be higher and figures would © 


be meaningless had large shipments falling 
under the weight/volume rule not been 
removed and shown _ separately. Express 
reflects an increase of only 3.5 per cent but 
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will presumably move at the same speed as 
freight, so in reality becomes a freight ship- 
ment. Freight shows an increase of 73.8 per 
cent in costs and when combined with the 
express increase of 3.5 per cent averages out 
when volume is considered to 49.1 per cent. 
Outgoing shipments falling under the 
weight/volume rule that were deleted from 
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the survey figures in the previous paragraph 
are shown below. These figures indicate how 
this rule causes definite hardship to our com- 
pany shipping light bulky products. In this 
particular case, the density rule of 10 lbs. per 
cu. ft. raises the shipping cost from $2,258.00 
LCL to $6,903.00 LCL or $6,102.00/carload. A 
minimum increase of 170 per cent. 


ANALYSIS OF C.N.R. BILLING JUNE, JULY, AUGUST, 1967 
ATLANTIC BRIDGE CO. LIMITED ONLY 
LESS THAN CARLOAD SHIPMENTS 


SS S—aoaO@wnmommpwS MS 0 0 


Shipments Number 
Incoming & Outgoing of Bills 3 Months 1 Year 
Lotaket old $ costsfan.i 05.4. 0..0n08.. 202 2,376 9,503 
ROCA OR TICW OB COGES anasa es Gis aie sober «ean ca 202 3,542 14,169 

pe CR CAS Onde COSC Sa aetrimoneroreceniermerioenars 202 1167— - 4,666 
TNCrEASE OTOP 2... otra tete tates ete totale tee ates 49 % 49% 
Preigntoldna COSts 2 vas s/s ss antes eae 65 1,542 6,170 
Freight new $ Costs .......c0seceeeee.. 65. 2,679 10,718 
INOPEASOMITyS-COstse rt 65 1,137 4,548 
These ot tud. allgaimogons, isle, . 14% 74% 
Express olds SeGosts .witvor. ..5).7%.. 137 833 3,333 
PS DRGSS: MCW Se COSTS hes gs @Ann ds3.ccc a 6 137 863 3,451 
Incréas@in-$ Costs PSst8 0 PS, Qs, , 137 30 118 
RTICRE RSG ey yen BR ok Re Seca 3 3.5% 3.5,% 


OUTGOING SHIPMENTS UNDER THE VOLUME/WEIGHT RULE 


LUNENBURG, N.S. 


TO GASPE, P.Q. 


Carloads ~ Weight Old $ LCL New $ LCL Carload 
9 72,5404 $2,258 $6,903 $6,102 
Total old $-Costs ...2... SY88, 2Yewys?., $2,258 
TotabneinagsCosts! J20-0! . 42. waciiieall $6,102 
LEP EES Soph Sil a2 1 Foe dena a a $3,844 
Increase Tops. ai sissaos . ARIS RP. .P2OPR 170% 


The foregoing figures are direct costs and 
give some idea of the effect of Tariff 100 on 
this business. It would be better to provide an 
example of a completed job or contract, so 
that the relationship could be established 


between increases in transportation costs and 
the total job costs. The following is such an 
example and demonstrates the weight/densi- 
ty rule. 
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Job: 
Value: 
Contract: 


$118,000. 
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Quebec United Fishermen, Fox River, P.Q. 


To supply and install fish processing equipment. 


Transport: C.N.R. Lunenburg to Gaspe, P.Q. LCL shipment, cars 3,600 ft. 


tse Or Weight Old $ LCL New $ LCL Carload 
3 4,000 lbs. $122 $767 $678 
25 10,400 Ibs. ald 767 678 
18 11,420 Ibs. 348 767 678 
2a 10,040 lbs. 301 767 678 
al 8,940 lbs. 2ic 767 678 
24 6,400 Ibs. 195 767 678 
34 6,960 lbs. 212 767 678 
17 4,730 lbs. 144 767 678 
52 9,650 lbs. 294 767 678 
$2,258 $6,903 $6,102 
Old"$ Gosts ‘Transportation. .2,5355%.. 25 24 olen $2,258 
New. S*Costs “Transporsaom . cc. ees oe ee hit ee $6,102 
THETCHSEs a COSLS! Tore nttcani ens acstnt visigtr terete erereee aa ee $3,844 
EMCTCASB OHO ons oc 5 AM eo 05 EMERG HENS tm An Ms The 170% 


This example indicates an increase of $3,844. 
or 3.3 per cent in the total contract price. In 
this day of keen competition, this is enough 
to lose a contract. 


Another example is some shipments from 
our industrial fibreglass division. The raw 
material is compact and heavy, the products 
are light and bulky. Every effort is made to 


Shipments Via To 
24 Express Various 
Customers 
RECOMMENDATIONS 


There is no doubt that the railways have 
increased their freight rates to a degree unac- 
ceptable to most shippers in the Maritimes. It 
is probable that individual companies will 
feel the impact of these changes in varying 
degrees. This brief has described several 
aspects of the increases, however, it is diffi- 
cult to arrive at a composite figure represent- 
ing the total dollar effect on our business. It 
is hard to make a yardstick that will measure 
this effect. The following recommendations 
cover the problem areas and suggestions are 
made that might measure our difficulty. 


ship economically, but for special delivery 
reasons, certain shipments go forward via 
C.N.R., mostly by express. The following 
figures represent a sample of this account and 
again show the effect of the weight/density 
rule as it affects light shipments that were 
formerly shipped by express. The increase 
amounts to 43 per cent. 


Date 
1967 


Old $ Cost 
$588 


New $ Cost 
$841 


First, major relief is required from Tariff 
100. 

Second, the weight/volume freight rule 
must be discontinued. 

Third, the old “non-competitive less than 
carload class and commodity rate” should 
remain in effect. 


Major relief from Tariff 100 should be 
accomplished by a subsidy to the railway. 
This has been the method in the past and in 
the absence of better means, will probably be 
the method of the future. This subsidy should 
be sufficient to bring Tariff 100 close to the ' 
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old rates. It could be accomplished by assess- 
ing the rate rise from the briefs presented or 
in some more sophisticated manner and 
applying a subsidy to achieve the desired 
result. 


The second recommendation regarding the 
weight/volume rule of ten pounds per cubic 
foot should be easier to solve. Major reduc- 
tion in the pounds per cubic foot rule would 
provide the relief this company requires in 
shipping light products, but would still pro- 
vide a substantial increase to the railway. 

The third recommendation that the old 
freight rates should remain for sometime, is 
the best way to assure railway co-operation. 
It is in their interest that this rate structure 
be cancelled as soon as possible. 
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CONCLUSION 


An attempt has been made to point out the 
hardships imposed on our company by Tariff 
100. This brief shows authentic cases of trans- 
portation costs with documents and work 
Sheets retained for examination. Our concern 
is for our future prosperity and that of the 
region in which we live. It is our earnest 
hope that this submission will be received in 
a spirit of mutual trust and concern for the 
problems involved. 


J. F. Beveridge, 
Purchasing Agent, 
Atlantic Bridge Company. 
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APPENDIX A-35 


BRIEF BY 


STEEL FURNISHING COMPANY 
LIMITED 


BEDDING MANUFACTURER 


NEW GLASGOW 
NOVA SCOTIA 


February 9, 1968 


The Steel Furnishing Co. is located in New 
Glasgow, Nova Scotia and is a manufacturer 
of mattresses, Box Springs, Beds, Couches, 
etc. The Company has been in operation for 
over 60 years and does about 90 per cent of 
its business in the Atlantic Provinces. It is an 
extremely competitive business and the Com- 
pany has existed through the years on the 
basis of a good product, good service and a 
certain amount of transportation “protection” 
in that it cost considerably less to deliver one, 
ten or fifty of the above mentioned products 
to Atlantic Province points than it did from 
Quebec or Ontario manufacturing centers. 


The recently initiated “new” LCL rates 
effect us as a manufacturer in the following 
ways: 

(1) A large percentage of our raw 
materials have to be brought in from On- 
tario and Quebec. A major portion is in 
the Carload Class and these rates are fair. 
The new CNR LCL rates with pick-up 
and delivery on both ends are now very 
high but can generally be avoided by 
using CNR Station to Station (old rates) 
or Forwarding Company services. Basi- 
cally, incoming LCL goods are not too 
great a problem. 

(2) The transportation costs for our 
goods to Atlantic Provinces destinations 
is where the new LCL rates are unfair. 
See schedule A for detail. The Railway is 
the only carrier that serves all of our 
customers. The largest Nova Scotia truck- 
ing firm is Eastern Transport Ltd. with a 
branch located in New Glasgow. They are 
owned by the Railway. 


Of our total shipments seventy percent 
must be routed by the Railway as there is no 


other mode available. This includes a large 
market in Newfoundland. However by keep- 
ing the St. Lawrence open all winter the For- 
warding Companies are offering to Quebec 
Shippers far lower rates than the Canadian ~ 
National Railway’s which we are forced to 
use. 


The average increase in transportation costs 
with the new rates for our products to Atlan- — 
tic Provinces destinations is 110 percent. — 
From schedule “A” it is evident that it is 
considerably cheaper to send these products 
from Toronto to a destination such as Halifax — 
by Forwarding Companies (using CNR facili- 
tier) than it is from New Glasgow to Halifax 
(100 miles). The spread is greater from Mont- 
real and the LCL rate from the Atlantic 
Provinces to Montreal or Toronto makes ship- — 
ments to these destinations out of the © 
question. 


Our recommendations are as follows: 

1. Shipments of goods from the prov- 
ince of Quebec and West for further 
manufacture in the Atlantic Provinces 
whether LCL or carload be carried at sub- 
stantially (70 percent) lower rate than 
those ready for market. A certification 
similar to the one required for Federal 
Sales Tax exemption by a manufacturer 
would distinguish between the two. This 
will greatly assist secondary industries to 
develop in the Atlantic Area. This will 
also reduce the Railway’s present cost of 
returning so many empty cars to the 
province of Quebec and West. 


2. Reduce the 10 cubic feet base to five 
with the present rates applying. This will 
still result in substantial increases in 
revenue for the Railway and prevent loss 
of jobs for many of their workers. 


3. Reduce by 50 percent the old LCL 
rates for shipments from station to sta- 
tion for the movement of shipments origi- 
nating in the Atlantic Provinces which — 
are consigned to areas in the Province of — 
Quebec and West. This will help bring 
back some of the original intentions of | 
the Maritime Freight Rate Act. _ 


] 
@g 
- 
i 
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We believe the time has come to provide 
equal opportunity as laid down by the Fath- 
ers of Confederation no matter where a per- 
son may live in this country. Secondary 
industry is vital to the Atlantic area. 


_We therefore express the hope that the 
House of Commons Standing Committee will 
give careful consideration to: 


(a) The setting up of reasonable rates 
for the movement of shipments within the 
Atlantic area. 


Oe eee esi el Se ee 
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(b) The setting up of reasonable rates 
for the movement of shipments to the 
Province of Quebec and West. 


We wish to express our appreciation for 
this privilege of presenting some thoughts on 
an important subject of mutual interest and 
concern to all people in the Atlantic prov- 
inces. 


STEEL FURNISHING COMPANY 
LIMITED 


G. F. Woolaver, 
Sales Manager. 


Schedule A 


Steel Furnishing Company Limited 
New Glasgow, N.S. 


February 9, 1968 


Comparison of Transportation Cost 
Principal Products are Spring Filled Mattresses and Box Springs 


Weight per cubic feet is 4.25 pounds 


Shipping weight is 60 lbs. each 
a 


From Toronto To: 
Halifax, N.S. 


Mode and applicable rates 


Tormon Assembly Agency 
| Ltd. and Halifax Ship- 
| pers’ Association using 
| CNR cars with them 
| honoring each and every 
) claim for damages (not 
| including pickup and 

delivery) 


300 lbs. 


$ 2.11 cwt 


To: Halifax, N.S. 


New non-carload rates 

Actual rates (Based on 
10 lbs. per cubic foot 
weight density pole) ... 


) 

| 

| 

| From: New Glasgow, N.S. 
| 

’ 


1.57 


From: New Glasgow, N.S. 
To: Toronto 


New non-carload rates ... 3.77 


Actual rates (Based on 
10 lbs. per cubic foot 


weight density pole) 10.00 


27695—8}3 


750 Ibs. 1000 Ibs. 2000 Ibs. 5000 Ibs. 

Soi VS ott Soot eeaeaT 
1.51 1.35 1.24 1.07 
4.14 3.60 3.30 2.85 
3 72 3.68 3.64 3.41 
9.89 9.80 9.70 9.09 
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GARIKA LIMITED 
P.O. BOX 791 LIVERPOOL, N.S. 


February 9, 1968. 


Mr. R. V. Virr, Clerk 


Standing Committee on Transport & 
Committees 


House of Commons 
Ottawa, Ontario. 


Dear Sir: 


We, Garika Limited, respectfully submit 
the enclosed transportation costs and remarks 
which have affected our operations since the 
endorsement of the new Canadian National 
Express Freight Rates. 


We have relocated our plant in the last 
year to the Maritimes, in order to serve our 
Canadian Market better with our specific 
commodities. At that time we did receive 
L.C.L. Freight Rates which were an important 
factor regarding the service, cost available to 
our customers. Through L.C.L. Freight we 
were able to supply a common market with 
our competitors, who in fact are only located 
one hundred miles away from the customer. 


The cost related to the new Express Freight 
Rate has made it impossible to compete with 
other manufacturers in Ontario, and although 
a substantial increase in shipping rates has 
been realized, no significant change of service 
or speed of delivery was experienced. 


NON CARLOAD RAILWAY FREIGHT 
1. Particulars of traffic movements: 


Unless we are instructed by our customer 
to ship via a forwarding agency (Tormon As- 
sembly, Atpack, Muirhead, etc.) all finished 
products are expedited in the following man- 
ner—under 25 pounds, via parcel post; over 
25 pounds, L.C.L. Freight. 


When the company was considering moving 
to Milton, N.S., it was understood that L.C.L. 
Railway Freight was going to be the prime 
source of transportation for incoming raw 
materials and outgoing finished products to 
western markets. 


On December 10, 1966, a comparative cost 


study was done between London, Ontario, 
and Liverpool, N.S., to and from: various ship- 
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ping points across Canada. It was at that time 
decided that L.C.L. Freight would cause the 
least significant change in traffic cost without 
loss of efficiency in service. 


Example: 
Shoes shipped from London to 
SOLON G ani measese tte ee ander aes 1.44/cwt 
Shoes shipped from Liverpool 2.87/cwt 


Leather shipped to London 
from eQuebeciasiens.ta.ct 2.54/cewt 
Leather shipped to Liverpool 1.92/cwt 
Montreal, via L.C.L. Freight . 2.87/cwt 
2.06/cwt 
Kitchener via L.C.L. Freight .... 16 


2. Names and locations of competitors: 


Lyons of London—Glencoe, Ontario 
Footwear Fashion—London, Ontario 


3. Method of transportation used by com- 
petitors to serve common markets: 

Forwarding Agencies; ‘Transport 
Lines. 


4, Effect on raw material and components — 
on cost price and position company put in 
relative to competitors. How is it received? 

The effect of the new Express-Freight rate 
can best be illustrated by a few comparative 
examples: | 


6 Shoe Cartons, containing 36 pr. each : 
being shipped to Toronto did cost 


Truck 


via LiC.L -Freight S82 7o8h prize $ 8.61 | 
same shipmentiwia Druck =}. #09. 20.0% 13.208 | 
same shipment via Express-Freight .. 13.95 
10 bundles of Leather from Kitchener to — 
Liverpool: . 
via »Ls.Cils “Beigh tee pasta $10.80 | 
Wid: TICK a ee eee 18.84 


via Express-Freight ....... 17.20 gs 


Shipment of 4 cartons of 30 pr. slippers 
to retailer in Quebec City: 


viasSinC.L. -Freignti Wie. $1.99 
Via AP TUCK pe eee tee ee 7.50 
via Express-Freight ....... 5.50 | 


A Freight increase, minimum of $.10 PD 
pair, is realized without any significant im 
provement of service. 


Yours very truly, 


Jack E. Vermier 
Garika Limited 


March 7, 1968 


Mr. R. V. Virr 

Clerk of Standing Commission 
on Transport & Communication 
House of Commons 

Ottawa 


We request a presentation before your 


and February 22 re Freight Rates. 


COMPANY: Federal Products 
Truro, N.S., C. E. Lewis, President: 


RAW MATERIALS: Yarns, Cloth, Thread, 
dlastic, Plastisol, Rubber, Poly bags, Boxes, 
lecorative material, etc, brought in from 
Central Canada. Increased Freight and Ex- 
oress charges on raw materials inbound add 


"inished Goods are light in weight and very 
sulky therefore, the new Non Carload Rail- 
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Limited, © 
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FEDERAL PRODUCTS LIMITED 
MANUFACTURERS—IMPORTERS 


TRURO, NOVA SCOTIA, CANADA 


of pieces, etc, imposes additional costs on our 
product, which we can ill afford. 


TRANSPORTATION USED BY COMPETI- 
TORS: Main competitors in hosiery, and slip- 
per manufacturing are located in Central 
Canada close both to the source of supply and 
to the largest market area. These companies 
experience the minimum ill effect from the 
increased freight rate structure for two rea- 
sons (a) location, (b) advantage of being ser- 
viced by highly competitive door to door 
commercial rate transport companies. 


EFFECTS OF INCREASED COSTS: Each 
order has to be individually studied to see 
which is the best method of shipment,.dimen- 
sions, rates and weight all checked. This 
makes a slow up in shipping and additional 
labour cost. We are studying redesign of 
packaging and boxing to conform with the 
dimensions as stipulated in the new rate 
structure. 


Attached is “Schedule A” re comparative 
rates for shipment by postage and express, 
reflecting increased cost. 
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2/12/68 
EXAMPLES OF ADDITIONAL SHIPPING CHARGES 


TRURO TO TORONTO 


Old New Carton 
Parcel Post Weight Rate Rate Size Increase 
(a) 24 Dozen Pairs .... © 25 Ibs. 3.05 3.60 17x14x26 
Mother & Daughter 
Hosiery 3.70 (Oversize) 21.17% 
(b) 15 Dozen Pairs .... 15 Ibs. 1.94 2.20 19x14x10 
‘ Ladies Triple Roll (Not Oversize) 138.4 % 
Cuff 
(c) 3 dozen Pairs .... 23 lbs. 2.08 2735 
Ladies Slippers .50 Oversize 23x15x5 


.30 Insurance (3 cartons) 51.44% 


The above rates have additional charge for insurance as follows 


SOLS REO IE See we 5 10¢ 
Sen eT or ens shoe + alan 20¢ 
DOS LOU pores 0s 4 wikimietereci ants eve ame 30¢ 


NEW RATE IS PLUS .50¢ FOR OVER 72” LINEAL MEASUREMENT 


Express 


(d) .35 Dozen Pairs: 226 ay.dD4.DS. a.30 4.45 17x14x26 35.82% 
Cotton Bobby Sox Plus 10¢ 
oversize 

(e) 30 Dozen Pairs .... 30 Ibs. 3.05 4.45 17x14x26 49.18% 
Cotton Bobby Sox Plus .10¢ 
oversize 

(f) 5 Dozen Pairs .... 35 Ibs. Busca) 4.25 ZX 2ox2G 32.83% 
Ladies Slippers Plus .20¢ 
oversize 


NEW RATE IS SUBJECT TO 2 ADDITIONAL CHARGES 


1. 20¢ for over 92” LINEAL MEASUREMENT 
2. 20¢ for each ADDITIONAL CARTON 
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APPENDIX A-38 


BRIEF 
Submitted by 
POLYMER INTERNATIONAL (N:S.) 
LIMITED 
TO 


COMMITTEE ON TRANSPORT AND 
COMMUNICATIONS 


Ottawa, Ontario 


| Polymer International (N.S.) Limited is in 
the process of building a $2,000,000 Plastics 
Fabricating Plant in Truro, Nova Scotia. 


Production in this plant is expected to start 
on or about September Ist, 1968. For this 
reason, we cannot supply any concrete infor- 
mation as to what effect the increases in 
freight rates will have on our profit potential 
in this new venture. 


I might just briefly state the roll of trans- 
2ortation in our proposed venture to give 
you some idea of the effect it could have on 
our business. 

All our raw materials will come from out- 
side the Atlantic Provinces. This will consist 
of approximately 5,000,000 lbs. of plastic 
cesins per year which sell for an average of 
{5 to 20 cents per pound. On these materials 
an increase of even 1 cent per lb. of freight 
»ecomes a very real cost in our operations. 


_ Supply materials will be all brought into 
per plant in less than carload quantities and, 
iere again, freight rates on these items such 
is paper cores, color concentrates, plastics 
idditives, printing inks, and solvents, will be 
freatly affected by any increases in freight 
vates. 

As our markets will be all of Eastern Cana- 
la, we would certainly be at a disadvantage 
{ freight rates from the Atlantic Provinces to 
Quebec and Ontario were raised as our prod- 
‘cts are not high profit items but rather 
igh volume low profit items. 


| If the intent of your committee is to try to 
etermine the steps necessary to satisfy the 
weeds of business in this area, might I just 
auake one suggestion which is in fact in use in 
he U.S.A. and which might be an answer to 
ie problems facing the people in the Atlantic 
‘rovinces. 


At the present time more freight moves 
into the Atlantic Provinces than from this 
region. This is logical in that most of the 
products sold here are produced in Quebec or 
Ontario. 


Although the population in the Atlantic 
Provinces do not enjoy the same level of 
income as the rest of Canada, they are fur- 
ther penalized by the fact that they must pay 
higher prices for the goods they buy which 
are produced in Quebec or Ontario because of 
the additional freight involved. 


Would not a more logical step in equaliza- 
tion of price be to propose a law that all 
goods must be supplied or sold on a delivered 
basis. This would mean that in the case of an 
automobile the delivered price in Halifax 
would be the same as Toronto or Montreal. 
This would require the manufacturer to 
price his product to allow for the variance in 
freight but would give the people of this 
region a fair price for their goods and in our 
own case would tend to make us more com- 
petitive with our products. 

I am convinced that this approach would 
help the local consumer as well as allow the 
freight people to charge a fair price to allow 
them a profit on this movement. 

This solution would certainly answer the 
problem of shipments into the Maritimes. As 
for shipments out of the Maritimes to Eastern 
Canada, I feel that the present subsidy on 
freight to Riviére du Loup should be main- 
tained to help keep industry in the Atlantic 
Provinces competitive with manufacturers in 
Quebec and Ontario. 

Your recommendations on this whole prob- 
lem are vital to our business as well as any 
new or existing business in the Atlantic Prov- 
inces and we trust you will favor us with the 
kind of rate structure needed to keep this 
area of the country competitive with other 
areas which enjoy a definite advantage in 
being closer to the centers of population. 


Yours sincerely, 


PETER VANIER, PRESIDENT 


POLYMER INTERNATIONAL (N:S.) 
LTD. 
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APPENDIX A-393 


February 13, 1968 


Mr. R. V. Virr, 

Clerk, 

Standing Committee on Transport & 
Communications, 


House of Commons, 
Ottawa, Ontario 


Dear Sir: 


With reference to the forthcoming Atlantic 
Provinces hearings on Transport by your 
Committee, we respectfully submit the 
following: 


The undersigned companies are engaged in 
the processing of fruits and vegetables in the 
Annapolis Valley of Nova Scotia. One of the 
undersigned, in addition to processing, is also 
involved in the marketing of fruit in the fresh 
state. These companies are all wholly owned 
by residents of the Atlantic area and are, we 
believe, a vital factor in the economy of that 
area. 


While a very substantial percentage of the 
production of these factories finds a market in 
the Atlantic Provinces, it is vitally important 
that a more substantial percentage of produc- 
tion moves to the larger markets of Canada 
outside the Atlantic Provinces. 


The four companies concerned operate 
eight factories involving an investment in 
assets in excess of five million dollars. The 
major industry of the Annapolis Valley of 
Nova Scotia is Agriculture, and for that rea- 
son successful operation of processing plants 
to handle the product of the farm is vitally 
important to the general economy of the area. 


While great progress has been made by the 
processors of the Annapolis Valley in supply- 
ing the requirements of the consumers of the 
Atlantic area during the past few years, the 
major factor that has prevented the develop- 
ment of markets for their products in other 
parts of Canada has been high cost of tran- 
sportation of products of relatively low value 
in relation to weight. 


While climatic conditions in the Atlantic 
area do not permit the growing of all fruits 


and vegetables for processing purposes, there © 


are many products that can be grown in the 
area of excellent quality and suitable for 
processing in the area and distribution far 
beyond the Atlantic Provinces if transporta- 
tion costs would permit. 


Bearing in mind that the outlet for fresh 
fruits and vegetables grown in the area is 
pretty much confined to the Atlantic market, 
it means that if we are to have an expanding 
agriculture economy in the area, the market 
for the increased production must be found 
through processing channels and the proces- 
sors in turn must have a market much larger 
than that of the Atlantic area if they are to 
handle for the farmers an ever increasing 
agriculture production. 


In addition to the advantageous effect that 
an ever expanding processing industry can 
have on the agriculture industry of the area, 
sight must not be lost of the fact that these 
plants provide employment for 900 employees 
involving annual payrolls of over one million 
dollars. 


We therefore desire to draw your attention 
to three subjects which we consider of vital 
interest to the well-being of our industry. 
These are as follows: 


1. Overland Freight Costs 


As processors vitally interested in develop- 
ing and expanding the fruit and vegetable 
processing industry in the Atlantic area, we 
sincerely believe that the freight rate struc- 
ture over the past 20 years has worked very 
seriously to our disadvantage. 


In Central Canada, with heavy concentra- 
tions of populations and manufacturing, those 
processors of comparable products in such 
provinces as Quebec and Ontario enjoy to a 
much greater degree a choice of transporta- 
tion between trucks and railways, with a 
consequent competitive factor. The limited 
choice available in this area between the two 
modes of transport has little or no effect on 
respective rates. : 


To cite only one example of our increasing © 


handicap we submit the following: 


| 
| 
| 


k 


| erential must be offset in various phases of 
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Comparison of Rail Rates on Canned Foods 
from Annapolis Valley Points to Montreal 


VS. 


Thornbury, Ontario to Montreal 


(Rates in cents per hundred pounds) 


To Montreal 
From: 
Berwick, N.S. 
Kentville, N.S. 
Port Williams, N.S. 


Date Rate 
POL eae ees ste see 45 
1S SS ai weep heya hafta 80 
1 OS Sais. sual sti, aalovendoes 80 
1955 5:. o..elieshallc 79 
ROS starlhuotsle agihetr. 717 
FOSS? 2 BRU OK EEN 89 
TOO ree. mee ere 69 
MEE) Fe! hale ik, a6 7e ho ese 76 


From: 

Thornbury, Ont. Difference 
Date Rate 

LOSTO Mines GON 374 74 
LOO Shed aoe eee eae 61 19 
19S" Meee Feet 424 373 
Or pe a a ane 424 364 
LNT) txcphenenan « tania 424 343 
DOIG Mieka os ov shaes 424 464 
19595 ectt. 220R8R .c 424 264 
1967 . Sree eet. # 48 28 


We understand that the freight content in 
the gross wholesale price of canned foods 
averages 7 per cent nationally. (Source—Eco- 
nomist Intelligence Unit). Due to our geograph- 
ical position with respect to centres of popu- 
lation the freight content in the wholesale 
price of our merchandise averages 14 per 
cent. It therefore follows that if the national 
average is 7 per cent, the average freight con- 
tent in the wholesale cost of similar goods 
produced near the centres of population, 
namely Ontario and Quebec, must be consid- 


erably less than 7 per cent. 


Due to our reliance on sources in Quebec 


-and Ontario for much of our supply material 
| such as equipment, repair parts and packag- 


ing supplies, inward freight costs, if included 
in the above example, would result in even a 
greater spread. 


The handicap to us portrayed by this diff- 


/ our operations; namely, lower wages as com- 
pared to our Central Canadian counterparts, 


lower payments for produce and _ lower 
returns per dollar of investment. 


We sincerely believe that were we to be 
given that position on freight rate costs that 
we enjoyed in 1947 in relation to our competi- 
tion from Ontario points, we could materially 


increase the movement of processed food pro- 
ducts from the Atlantic area to other parts of 
Canada. 

While we have fought strenuously for con- 
sideration on freight rates over the years, we 
have certainly not been able to convince the 
railroads to the extent at least of having them 
restore us to our relative position of 1947. 


2. Facilities for Exporting 

Annapolis Valley processors suffer a very 
basic handicap with respect to our ability to 
generally exploit off-shore markets due to the 
extremely limited ocean service from Halifax. 

With the notable exception of a twice 
monthly service to Liverpool, England, pro- 
vided by Furness, no other year-round sche- 
duled ocean services are available to any 
other British port. 

As Britain is, by far, our most important 
export market for both fresh and processed 
goods, the adverse effects of this situation 
certainly must be apparent. 

We urgently need year-round services to 
such major ports as London, Glasgow and the 
Bristol Channel. 


Britain is by far and away our major mar- 
ket for solid pack (canned) apples yet we are 
constantly handicapped by our utter inability 


614 


to serve such a major outlet as Scotland, for 
example, except on a most uncertain and 
spasmodic basis. 

This and other similar disservices to British 
ports is placing an extraordinary handicap on 
our ability to exploit not only an important 
but vitally necessary market. The adverse 
effect of this should not be difficult to assess. 

Totally, Valley processors continuously 
receive countless requests from potential cus- 
tomers throughout most of the world and it is 
a frustrating experience to even attempt to 
make sales with new customers in new areas 
to learn once again that there is simply no 
way to get our product to these markets. 

Many examples of this could be given as 
we experience this futile exercise nearly on a 
weekly basis. 

To cite just one instance, it is a fact that 
after having made firm sales to such poten- 
tially major markets as the Netherlands and 
Sweden, the goods had to be routed via 
Montreal. 

It surely is not difficult to assess the eco- 
nomics of this situation. 

In the instances mentioned, the overseas 
customers concerned all reordered but the 
orders were regretfully declined for the rea- 
sons given. 

Sweden, over recent. years, has become a 
rather major market for fresh apples from 
Nova Scotia. One of the companies making 
this submission is vitally interested in the 
marketing of fresh apples as well as proc- 
essed products. It made sales to Sweden dur- 
ing the autumn of 1967. 


Totally these sales amounted to approxi- 
mately $50,000 and with the very reasonable 
prospect of further such sales during the cur- 
rent apple season only to learn that not only 
was an ocean service lacking but carriers 
serving that market were not even interested 
in diverting their ships to Halifax for what 
would have amounted to about $15,000 
freight. 


At a point when the sale was practically 
lost because of the seller’s inability to find 
transport, a service was finally found and the 
delivery completed, but only after a compara- 
tively heavy cost of time and money to the 
shipper, accompanied by the resultant frus- 
trations of attempting to keep the original 
orders from being cancelled. 


There was a period when at least during 
the closing of the St. Lawrence we could 
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reach many major 
this service has now nearly completely 
disappeared. 

It is often erroneously stated that Nova 
Scotia enjoys an advantage in serving certain 
export markets in Europe in _ particular 


because of its geographical location. This, for 
all practical purposes, is a complete myth 


because of the simple fact that ocean rates to 
all European points are precisely the same, 
whether the goods originate in Montreal, 
Halifax, Boston or New York. Halifax is at 
least 36 or 48 hours less sailing time to Euro- 
pean ports, as compared to Montreal, and yet 
we say again freight costs are precisely and 
exactly the same. 

Every knowledgeable person today is most 
certainly aware that dramatic changes are 
taking place with respect to the handling of 
goods, particularly in the areas of containeri- 
zation and palletization. 

Most assuredly in the immediate term 
ahead, shippers who can containerize their 
goods will enjoy the volume business and 
conversely those who can not will find their 
sales diminishing. 

The Americans are already exploiting this 
development but even they are only in the 
initial stages of this dramatic and most sig- 
nificant break-through in handling. 

Most of the major ocean carriers of the 
world, working either in consortium or 
independently are studying and/or practical- 
ly applying the use of containerized 
shipments. 

To give one only example, a major British 
steamship line is presently building three cel- 
lular type freighters, each holding 500 con- 
tainers, with an expended total capital outlay 
of no less than a budgeted figure of $30 
million. 

The program provides for these most mod- 
ern vessels to be sufficiently reinforced so 
that they will be able to serve St. Lawrence 
ports 12 months of the year. Montreal and 
other St. Lawrence ports will necessarily 
have to adapt their respective facilities to 
meet this situation and will have a tremen- 
dous advantage over local shippers. 

What of Halifax? To the best of our knowl- 
edge the containerized service for this year- 
round Canadian port has not even reached 
the planning stage. 


As something of a compromise, some local 
shippers are presently palletizing fresh apples 
but even this improved method (over loose 


world markets but 


March 7, 1968 


units) is resulting in varying degrees of suc- 
cess because of the fact that with the notable 
exception of the Furness vessels serving Hali- 
fax most other ocean carriers are not adapta- 
ble or properly equipped to handle even these 
units. 


To enhance and improve our service to 
British customers of our canned goods, we 
would also like to palletize our products. 


But whereas there is a reasonable and eco- 
nomic ocean freight differential prevailing 
with fresh apples, no such reasonable or eco- 
nomic differential prevails with respect to 
palletized canned goods. 


The Conference carriers presently allow a 
freight cost differential of only $2 per long 
ton if canned goods are palletized This 
differential should and must be a minimum of 
$3 per short ton if we are to palletize without 
incurring a direct monetary loss. 


All this is a bit ironic when one considers 
the fact that we deliver canned goods to ship- 
side to Halifax and some lines at least then 
palletize the same goods prior to loading 
aboard the ship. 

This practise, 
ridiculous. 

The total lack or insufficiency of refrigerat- 
ed space out of the port of Halifax is also a 


to us, borders on the 
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very practical detriment. Among others, a 
substantial sale to the West Indies was just 
recently lost as no refrigerated space suitable 
for frozen foods was available out of Halifax. 


3. Highways 


We urge acceleration of construction of all- 
weather type arteries in the Atlantic Prov- 
inces, the completion of which would substan- 
tially reduce the severe handicap suffered by 
our industry annually as a result of the 
approximate six week period of weight 
restriction. 


Yours very truly 


M. W. Graves & Co. Limited 
Traffic Manager 


ANNAPOLIS VALLEY CANNERS LTD. 
General Manager 


SCOTIAN GOLD CO-OPERATIVE LTD. 
General Manager 


CANADA FOODS LTD. (Pickle Div.) 
Traffic Manager 


CANADA FOODS LTD. (Fruit Div.) 
General Manager 
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APPENDIX A-40 


Submission by 
L. B. SELLICK, HALIFAX 


TO THE HOUSE OF COMMONS 
TRANSPORTATION AND 
COMMUNICATION COMMITTEE 


Submitted that the House of Commons 
Transportation and Communication commit- 
tee consider relocation of rail lines in the 
Halifax-Dartmouth area in an effort to 
improve the operational efficiency of both 
freight and passenger traffic in the region. 
Some of the factors which suggest substantial 
changes are: 

1. The sporadic, unplanned manner. in 
which rail lines have been laid since the first 
line from Halifax to Fall River was construct- 
ed in 1852. 


2. The spectacular growth of residential and 
industrial areas on the Dartmouth side of the 
harbor, hence the need for better rail service. 


3. The general shift.in population from 
Halifax to its western surburbs. 


4, The need for proper utilization of Bed- 
ford Basin—containerized shipping with suit- 
able backup land on the Dartmouth side; the 
need for highway and tourist developments 
on the western slopes, and the need for aes- 
thetic and recreational development of this 
natural resource. 


5. The need for eventual rail commuter ser- 
vice in the metro area, particularly in winter, 
made more pressing by the steep terrain and 
the high cost of automobiles. 


6. The need for adequate highway outlets 
from Halifax peninsula. 


7. The need for the efficient marshalling of 
freight in yards suitably located to serve both 
sides of the harbor. 


8. The present location of rail lines pre- 
cludes proper planning for metropolitan 
transit and transportation. 


It is noted that Dartmouth was originally 
selected as the terminus of rail lines. 


Recommendations: 


1. Construction of a rail bridge at the Nar- 
rows with at least a flag stop in Dartmouth to 
place this rapidly growing area on the main 
line. This plan calls for land reclamation at 
Fairview Cove to provide turning radius for 
trains to follow the northern slopes of the 
peninsula, over the rail bridge and on to 
Windsor Junction by the most efficient route. 


2. Construction of suitable marshalling yards 
between Dartmouth and Windsor Jct. 


3. Removal of most of the thirty miles of 
virtually unused track in north Halifax to 
make way for highway development. 


4. Removal of the double track (and even- 
tually the marshalling yards) from the west- 
ern slopes of the Basin. This land is now 
more valuable for other purposes. 


5. Some relocation of the southwestern rail 
line to serve more efficiently the expanding 
western suburbs and the County industrial 
park. 

6. Plans for a future inter-city rail commut- 
er service utilizing present rail facilities 
which are located near to industrial areas, 
military establishments, shopping centres, 
hospitals, schools and colleges. 


7. Close collaboration with the Halifax, 
Dartmouth and County, Regional Planning 
Commission to work out the most appropriate 
utilization of rail services in conjunction with 
other means of transit and transportation. 


Respectfully submitted, 


L. B. Sellick, 
17 Tremont Dr. Halifax. 


a — rn 


| 
i 


March 7, 1968 Transport and 


Communications 617 


APPENDIX A-41 


February 12, 1968 


House of Commons Standing Committee on 
Transportation and Communication 


Gentlemen: 


We lay before you a brief example of how 
increases in transportation costs have worked 
to the detriment of one Nova Scotian 
industry. 


DIGISOLS= 000 S. CANS (sau cate cee 
Dollars Sales 


Dow=000's: catisis, .. hasnitale: « anc. 
Dollar Sales 


ose ee eee eve 


ooo sreee ee ee 


Total Montreal 000’s cans 
Dollars 


oer ee eee 


oeceees ee oer eee ee a 8 @ 


These two accounts represented slightly in 
excess of 50 per cent of Maritime Cans Limit- 
ed beer can sales and production for these 
two years. 

Maritime Cans Limited’s selling price per 
thousand can bodies was established at the 
time the accounts were obtained (August 
1965) at $33.95 per thousand. This price was 


SCHEDULE OF INCREASED 


In August 1965, Maritime Cans Limited, 
located in Woodside Industrial Pack, Dart- 
mouth, manufacturers of aluminum beer 
cans, obtained two substantial accounts in 
Montreal, namely, Molsons Brewery and Dow 
Brewery. 

Sales to these accounts during the two fiscal 
years which Maritime Cans Limited enjoyed 
Montreal business, were as follows: 


Fiscal Fiscal Fiscal 
1965-66 1966-67 1967-68 
LA 27 10,821 — 
$ 377,766 $ 375,393 — 

4,814 4,919 — 

$ 164,651 P7T10S. — 
15,941.4 15,740.8 — 

$ 542,417 $ 546,424 — 


maintained until April 1, 1967, at which time 
Maritime Cans Limited increased the price 
3 per cent to $34.97, in an effort to recover 
some of the margin lost to increased operating 
costs. Within a month after the price increase 
was announced, our customers were telling us 
not to increase our floor stock beyond existing 
levels and by August 31, 1967, sales and 
deliveries to these accounts ceased. 


TRANSPORTATION COSTS 


oe a 8 8 SSS 
SE 


GN. Minimum 
Piggyback Weight 
Date Rate/Cwt Pounds 
Actual 
August 1965 Aa Eee 6,000 
(Schedule 1 
attached) 
October 1965 .... .99 15,000 
(Schedule 2 
attached) 
October 1966 .... .90 24,000 
(Schedule 3 
attached) 
Mare 4.967 vice. .99 24,000 


(Schedule 4 
attached) 


Cost Per Increased Cumulative 
Load of Cost/M.. .Cost Per Cost 
97,280 Cans MCans_ Increase 
$ 76.20 78 
148 .50 152 ~74 
216.00 2522 .70 1.44 
237.60 2.44 #22 1.66 


ea amen TESTE 
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While any benefits which may be derived 
from this presentation could conceivably fall 
in the category of locking the barn door after 
the horse is gone, some factors are significant: 

1. A Nova Scotian industry has lost 
over 50 per cent of its sales volume to 
Montreal based industry. 

2. The Railway has lost annual west- 
bound traffic in excess of 160 trailerloads 
per year. 

3. Increases in operating costs (of 
which transportation costs were a signifi- 


cant factor) contributed to the loss of — 


business. 

4. By their very nature, transportation 
companies such as Canadian National 
Railways have a much easier task raising 


rates than competitive industries raising © 


prices to a large customer. 
Yours very truly, 


R. F. Kirby 


Comptroller 
Maritime Cans Limited 
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APPENDIX A-42 


Brief by 


EASTERN DRUG SERVICES 
HALIFAX, N.S. 


February 21, 1968 


Mr. Chairman and Gentlemen: 


Eastern Drug Services is the only local full- 
line drug wholesaler in the provinces of New 
Brunswick and Nova Scotia. From ware- 
houses in Fredericton, Saint John and Hali- 
fax, Eastern Drug Services distributes phar- 
maceuticals, health and beauty aids and sur- 
gical supplies, together with a wide range of 
products used by doctors, hospitals and 
pharmacies. 


The purpose of this presentation is to draw 
to your attention that recent increases in LCL 
rates to the Maritime Provinces may well 
negate efforts now being made to reduce the 
price of drugs to the consumer. 


The net profit realized by Eastern Drug 
Services is less than one per cent and this 
‘small margin is being eroded by ever-increas- 
jing costs, most notably the increase in LCL 
rates on the products distributed. 


Because the market being serviced is small 
and the nature of the products being dis- 
tributed, virtually all goods received by East- 
ern Drug Services are in less-than-carload 


‘lots. All shipments made by Eastern Drug 
Services are in less-than-carload lots. 

_ Some manufacturers pay the freight on 
their products shipped to wholesale distribu- 
tors. Because of increased transportation 
costs, however, the size of orders to qualify 
for prepaid shipment has been increased. The 
‘dilemma in which Eastern Drug Services 
finds itself is whether to order more stock 
than the demand indicates should be bought, 
to save incoming freight, or whether a small- 
er quantity should be bought and freight paid 
on this “less than the manufacturers’ required 
‘minimum”! Either decision results in 
increased costs. Because of its low margin, 
Eastern Drug Services is faced with the inevi- 
table decision that the increased cost must be 
passed along to the consumer. 


As an example of the impact of the 
increase in LCL rates the following is 
submitted: 


In January 1968, Eastern Drug Services 
paid 35 per cent more in freight charges 
on incoming shipments than was paid on 
a like quantity of merchandise in January 
1967. 


In September 1967 freight paid on out- 
going shipments from Eastern Drug Ser- 
vices amounted to 0.6 per cent of net 
sales, with no change in delivery policy. 
In January 1968 outgoing freight was 0.7 
per cent of net sales—an increase of 162 
per cent. 


It may be impossible to continue the distri- 
bution of many products, without greatly 
increased prices being charged to the 
consumer. 


For example: 
Transpor- 
tation 
Cost Present 
priorto ‘Trans- 
September por- 


1967 tation Increase 
1 Case Feminine 
Napkins shipped 
from Halifax to 
SO VONE VN ee as ays 1.80 3.00 66% 


In the case of narcotic or controlled drugs, 
particularly liquids which cannot be shipped 
by mail, a surcharge of three dollars per 
shipment, in addition to the increased LCL 
rates, is proving a further hardship. These 
drugs have to be shipped as the need arises 
and often cannot be included in a large order. 


One example will illustrate the point. 
Tussionex, a prescription drug, 


16 oz. liquid 
Express Halifax-Sydney 
prior to September 1967 ........ $ 1.80 
oresenttransportation :. (canes. $ 3.00 
olus~$3,00 surcharges». wazaaerdas 3.00 


$ 6.00 


The wholesaler’s gross profit on this product 
is $1.43. 
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Since it is impossible for the wholesaler, or 
indeed the retail pharmacist, to absorb this 
freight cost, a higher price to the consumer 
cannot be avoided. 

These are two examples only, but it should 
be noted that the general rate for drugs has 
risen from $2.25 per hundred pounds to three 
dollars and seventy cents, an increase of more 
than 60 per cent. 

In common with other low margin distribu- 
tors, notably the food industry, Eastern Drug 
Services cannot continue to absorb increased 
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costs of providing an essential service to the 
people of the Maritime Provinces. 


The burden of increased freight costs is one 
which the people of this area can ill-afford to 
bear and Eastern Drug Services urges you to 
act to correct the inequities which exist in the 
present LCL rates. 


Respectfully submitted, 


EASTERN DRUG SERVICES 
G. R. Baskwill 
Executive Vice-President 
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APPENDIX A-43 


BRIEF BY 
HALIFAX BOARD OF TRADE 
February 14, 1968 


The Chairman and Members 


Standing Committee on 
Transport and Communications 


OTTAWA, Ontario 


Mr. Chairman, Gentlemen: 


The Halifax Board of Trade has a member- 
ship of 2800 persons representing more than 
1000 Halifax business firms, many of which 
are directly affected by the September 5, 1967 
increase in non-carload freight rates. 


We are deeply concerned about the effects 
which these substantially increased costs will 
have on our Atlantic economy. 


| Transportation problems in the Atlantic 
Provinces are normally dealt with by the 
Maritimes Transportation Commission, an 
organization initiated by the Maritime Prov- 
inces Board of Trade, of which this Board 
is a major and active member. (The Mari- 
times Transportation Commission is financially 
isupported by the four Atlantic Provinces’ 
| Governments.) 

, The Maritimes Transportation Commission 
has placed before the Minister of Transport a 
comprehensive submission in respect to the 
new non-carload rates on behalf of the Atlan- 
tic Provinces’ Governments as well as busi- 
ness and industry in the region. It is not our 
intention, therefore, to burden the Committee 
with detailed information on this subject 
except to endorse the submission of the Mari- 
times Transportation Commission to Trans- 
port Minister Hellyer on December 13 and to 
‘express our concern over the effect these 
rates will have on both the economic growth 
of the region and the cost of living. 

| Any increase in cost whether it be from 
railway rates, increased wages or for any 
other reason must eventually be passed to the 


| 


consumer, in this instance the 2-million resi- 
‘dents of the Atlantic Provinces who will, 
because of increased transportation costs, 
‘suffer a further reduction in their standard of 
living. Information obtained today from the 
-27695—9 


Dominion Bureau of Statistics, shows that 
food costs in Halifax have increased from 
136.7 January 1967 to 143.1 January 1968—an 
increase of 6.4 per cent. In December 1966 the 
food index was 137.4 and in December 1967 
was 143.1, an increase of 5.7 per cent. 

Residents of the Atlantic Provinces have 
less money to spend than the average Canadi- 
an citizen and considerably less than a resi- 
dent of Ontario. In 1966 the average Nova 
Scotian had a personal income of $1575. The 
average Canadian $2144 and the Ontario resi- 
dent $2454, differences of $569 and $889 
respectively. 

At the request of our members, the Halifax 
Board of Trade took steps several years ago 
and formed a cooperative Shippers Associa- 
tion to reduce, wherever possible, shipping 
costs on shipments coming into Halifax from 
Montreal and Toronto. Other centres in On- 
tario and Quebee do not generate sufficient 
volume of traffic to enable our members to 
utilize the same type of Shippers Association; 
nor is such an association possible to and 
from points in the Atlantic Provinces, again 
because of insufficient volume of traffic. 

The Halifax Board of Trade is vitally con- 
cerned with increasing the industrial growth 
of Halifax and the entire Province. Industries 
locating in Halifax, or in the Atlantic Region, 
must be competitive in a market of sufficient 
size to cover the fixed costs of operation. Be- 
cause of the scattered nature of the 2-million 
people who live in the Atlantic Provinces, it 
is often more difficult for the Atlantic manu- 
facturer to serve the entire population of the 
region than it is for manufacturers located 
outside the region, particularly since manu- 
facturers located outside the region have a 
large and concentrated market readily at 
hand. For example, the rail distance from 
Halifax to Edmundston, N.B. is 420 miles. 
The rail distance from Montreal to Edmund- 
ston is 355 miles. Or again, the Halifax manu- 
facturer may find that his transportation costs 
to Cornerbrook, Newfoundland, are not com- 
petitive with transportation by the direct 
water route from Montreal to Cornerbrook. 

Another misconception which we as a 
Board of Trade frequently find existing in 
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persons not fully familiar with the region, is 
that because we are located at seaboard we 
should have a geographical advantage in 
export markets The facts are that steamship 
rates to and from Halifax are the same as to 
and from Montreal. As a result, an industry 
located in Halifax has no geographical advan- 
tage in export markets unless it is able to 
negotiate for large bulk shipments, lower 
charter rates than from Montreal. As your 
Committee will appreciate, charter rates 
depend upon a number of things, including 
the availability of ships, and may or may not 
be lower simply because of the shorter water 
distance to or from Halifax versus Montreal. 


Speaking in Halifax on September 9, 1864, 
the Hon. George Etienne Cartier said: 

“T have heard since I have been in Hali- 
fax, the objection thrown out that there 
is much danger that you would be 
absorbed. I answer them by a question: 
Have you any objection to being 
absorbed by commerce? Halifax through 
the Intercolonial Railroad will be the 
recipient of trade which now benefits 
Portland, Boston, and New York. If you 
are unwilling to do all in your power, 
you will force us to send all this trade 
which you ought to have, through Ameri- 
ean channels. Will the people of Nova 
Scotia or New Brunswick be better off 
because they are not absorbed by com- 
merce or prosperity?” 


Developments in recent years and in par- 
ticular navigation on the St. Lawrence River 
throughout the winter months has made the 
Hon. Mr. Cartier’s question “Have you any 
objection to being absorbed by commerce” 
rhetorical. The Government of Canada, how- 
ever, can bring about that “‘absorption by com- 
merce” envisaged by the Hon. Mr. Cartier if it 
would undertake to encourage, both morally 
and financially, Canadian National Railways 
and the necessary steamship lines serving 
world markets, to adopt new technology of 
containerization, unit trains, and the so-called 
“Land Bridge’ concept of moving cargo to, 
from and through Canada. The urgency of 
establishing this new technology via an At- 
lantic Provinces port is apparent when it is 
realized that United States interests are 
already draining Canadian trade from 
Canadian carriers and ports and that plan- 
ning in the United States for the “Land 
Bridge” concept appears to be considerably 
more advanced than in Canada. 
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Just as the changing circumstances and 
conditions of the past 100 years have dictated | 
that the spirit and intent of the British North) 
America Act must continually be interpreted 


to meet the needs of Canada as a whole, the 
Halifax Board of Trade submits that the spir- 


it and intent of the understanding in respect! 


to transportation for the Atlantic Provinces 
which induced these Provinces to enter 
Confederation in 1867 must continue to be 
interpreted to meet the needs of the Atlantic 
Provinces. These undertakings were recog- 
nized and accepted as obligations by the Gov- 
ernment of Canada, and in 1927 were 
expressed in statute form through the passage 
of the Maritime Freight Rates Act. Develop- 
ments since then have resulted in the Act 


| 


being less effective than this Board believes - 
Parliament intended in 1927 it should be. The 


Statute thus stands in need of revision to 


provide once again for the region the benefits | 


that Parliament intended it should enjoy. 


The Halifax Board of Trade understands. 


that the Minister of Transport has asked the 


Governmenis of the Atlantic Provinces to 


indicate to him the nature of the changes 
which they see necessary in the Government’s 


public policy respecting transportation for} 


this part of Canada, in order to provide the 
region with the advantages which Confedera- 
tion held out to us, and which our economic 
development so badly needs at the present 
time. The Halifax Board of Trade is pleased 
that the Atlantic Provinces have accepted the 
Minister of 'Transport’s challenge, and is 
confident that the spirit of cooperation evi- 
denced by the Minister’s question, and the 
steps taken by the Governments of the Atlan- 
tic Provinces to assist in the formulation of 
transportation policy for this region of Can- 
ada, cannot be other than beneficial for this 
region in particular, and the nation as a 
whole. 


In September 1966 the Hon. J. W. Pickers- | 


gill said “I will never be a willing party to an 
alteration in the Maritime Freight Rate Act 
that the Atlantic Provinces generally do not 
consider will give them greater benefit than 
the Act gives.” 


We in the Atlantic Provinces, realize only 


| 


too well that our cost of living is tied to 


transportation charges. Since the increased 


LCL rates went into effect last September 5 


there has been a noticeable increase in the 


| 


; 


; 
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basic cost of living in this area, as we have 
already indicated on page 1 of this submis- 
sion. Briefs presented today and tomorrow 
will also substantiate the foregoing statement. 


The Halifax Board of Trade is very deeply 
concerned about the detrimental economic 
effect these recently increased LCL rates will 
have on every citizen. As we have already 


_stated—most assuredly the manufacturer, the 
wholesaler and the retailer will have to pass 
his 


increased LCL freight 
consumer. 


costs to the 


27695—9 4 
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We, therefore, urge prompt restoration of 
LCL rates to their former levels and the 
initiation of an immediate study to insure 
that the 2-million Canadians living in the At- 
lantic Provinces enjoy the same standard of 
living as the other 18-million citizens of this 
country. 


Respectfully submitted, 


George B. Robertson 
Vice-President. 
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APPENDIX A-44 


BRIEF 
Presented by 


THE CORPORATION OF THE CITY 
OF DARTMOUTH 


and 


THE DARTMOUTH CHAMBER OF 
COMMERCE 


to 


THE COMMITTEE ON 


TRANSPORTATION AND 
COMMUNICATIONS 


TO MEET IN HALIFAX 
FEBRUARY 21 and 22, 1968 


Dartmouth, Nova Scotia 
February 13, 1968 


The City of Dartmouth and the Chamber of 
Commerce are much concerned about the eco- 
nomic effect increased freight rates have had 
on this area and will continue to have unless 
some equitable adjustment is made. 


It is appreciated that a policy decision has 
been made whereby the Canadian National 
Railways will set its rates on a competitive 
basis taking into consideration certain factors 
such as the need of special areas and the 
desirability of development as a nation as a 
whole. It is our view that this policy is unfair 
for at least two very important reasons: 


In the first place, the tariff policies and 
other policies of Federal Government 
have been designed to stimulate the eco- 
nomic unity of Canada and to this end 
we, in the outlying parts of Canada, are 
required to pay substantially higher 
prices so that automobile and other 
industries can exist in Ontario and Que- 
bec. If this policy and this aim are good 
ones, then they should be applied in the 
field of transportation so that the Atlantic 
Provinces are able to carry on business in 
Canada rather than in the New England 
States where their natural interests might 
otherwise lie. 


Secondly, the idea of setting freight 
rates on the basis of current market 


prices is simply not applicable in the At- 
lantic Provinces because there is no 
appreciable competition in transportation 
and the Canadian National Railways 
operate a complete monopoly so any rates 
set under their new policies have to be 
arbitrary. For example, transportation 
between Halifax and Sydney is controlled 
100 per cent by the Canadian National 
Railways and the only regular trucking 
concern which operates that route is a 
wholly-owned subsidiary of the railway. 


As an illustration of the detrimental effects 


arising from the application of these policies, — 


we have the example of the minimum charges 


being made for carload lots based on weight. 


We can understand that, as a business, the 
C.N.R. would wish to have a minimum charge 
for hauling their cars but by applying this 
principle, they have made it uneconomical for 
an industry in Dartmouth to ship cans to the 
Montreal market which they have been doing 
up to this time. Upon the application of these 
new rates, this company has had to reduce its 


staff by 50 per cent and the future of the> 


industry is in doubt. This obviously is con- 
teracting the effects of other Governmental 
agencies who are trying to stimulate industries 
in this area. It is our understanding that there 
is far 
Canada into the Atlantic Provinces than there 
is going back; so we can see no justification 


more freight coming from Central 


in applying these minimum rates to railway 


cars travelling from the Atlantic Provinces to 
Central Canada. The obvious fact is that, if 
these cars lose freight on account of these 
minimum charges as they have in the case of 
Maritime Cans Limited, they will be travell- 
ing back to Central Canada empty. 


It would seem to us that good economics | 


and good Government and the interest of 
Canada as a whole coincide at this point and 


the charging of minimum weight charges on > 
cars travelling from the Atlantic Provinces to | 


Central Canada should be abolished. 

We are most concerned with the situation 
in regard to Less than Carload shipments 
which is working a great hardship on indus- 
try and commerce in this area. In the first 
place, the service is not good. The damage 
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claims are excessive because of the disorderly 
manner in which these cars are handled, and, 
to make matters worse, the rates are now at 
least 100 per cent higher and in Dartmouth 
local service has been discontinued. 


It is well known that the Atlantic Provinces 
are an area where small industries predomi- 
nate; and it is this industry which depends on 


this type of freight shipment. The effect of 


doubling the rates in this category is obvious- 
ly a disaster to us and immediate action must 
be taken. It also is most unfair that shippers 
from Ontario are able to ship their goods to 
Nova Scotia in pool cars at lower rates; where- 
as industry in Nova Scotia is, from. the 
nature of things, unable to ship their goods in 
pool cars to Central Canada and must pay the 
Less than Carload rates. This may be 
economical from a Railway point of view, but 


Item Weight 
Coppersifittings)). V2. Bea... 76-100 Ibs. 
One ee ne: ons 2,732 Ibs. 


It is also apparent that the new rates are 
not being applied consistently. As an exam- 


ple, a shipment was received by Eastern 
| Halifax Co-op Limited on November 27, 1967 


weighing 260 lbs. Freight charges were $11.65. 
An identical article packaged in the same 
manner was received by the same company 


| on December 12, 1967. Freight charges were 


$26.25. The explanation given for the differ- 
ence in charges was that the first article was 
charged by weight; and the other, by volume. 


In addition to the effect of increased freight 
rates on existing industry and the existing 
economy, there is a long-term effect which 
will tend to discourage new industry from 
locating in the Province and, therefore, dis- 
courage an expansion of our economic base. 
This effect is contrary to stated Federal policy 
which is designed to encourage expansion 


| within the Atlantic region and to create eco- 
| nomic parity and economical operation. As an 


example, the Atlantic Development Board is 


} granting $787,000 to the City of Dartmouth to 
assist in the development of the City’s Indus- 
trial Park and, at the same time, a local 
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is contrary to recently stated policies of the 
rights of various parts of Canada. We note 
particularly statements made at the Constitu- 
tional meeting held recently in Ottawa relat- 
ing to economic development in the Atlantic 
Provinces. The bad effects of these changes in 
policy have been made worse by a reduction 
in service—particularly noticeable in Dart- 
mouth. Previously, the rates included pickup 
and delivery service and now it is necessary 
for the consumer to go to the freight shed in 
Halifax to pick up his own goods, thus adding 
additional cost. The freight shed in Dart- 
mouth has been closed. It would seem reason- 
able that a City of 62,000 people should be 
entitled to this service. 


As an example of the increased freight 
costs: 


Old Rate New Rate Pool Car 
$ 2.26 $ 4.15 $5.25 
86.30 107.91 91.52 


industry established within the last three 
years has had to cut its production by 50 
percent as the result of the new freight rates 
policy established in the Atlantic Provinces. 
It can be realized that other industries wish- 
ing to locate in the Province and in the Fed- 
erally supported Industrial Park will look on 
the experience of this unfortunate industry 
and use this in their judgment decision to 
locate here. 


It is our opinion that the decision to 
increase the railway rates should not be made 
strictly in accordance with the economics of 
the railway corporation but should be made 
keeping in mind the effects it will have upon 
the economy of the area concerned. 


CORPORATION OF THE CITY OF 
DARTMOUTH 


(R. J. THORNHILL) 
Mayor 
DARTMOUTH CHAMBER OF COMMERCE 


President 
(W. James Meredith) 
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APPENDIX A-45 


TRANSPORTATION BRIEF 


CANADIAN ASSOCIATION OF 
PURCHASING AGENTS 


SUBMITTED TO:— 


STANDING COMMITTEE ON 
TRANSPORTATION AND 
COMMUNICATIONS—HALIFAX, N.S. 


BY :— 


A. E. GARDNER, CHAIRMAN— 
ADVISORY COMMITTEE 
C.A.P.A—(ATLANTIC DISTRICT) 
HALIFAX, N.S. 


TRANSPORTATION BRIEF 
CANADIAN ASSOCIATION OF 
PURCHASING AGENTS—ATLANTIC 
DISTRICT 


The Canadian Association of Purchasing 
Agents—Atlantic District hereby places a stern 
and forceful protest in the new freight rates 


Iron or Steel Screws 170 lbs. 


From Toronto, Ont., to Halifax, N.S. . 


Increase over Former LCL Freight 
Decrease over Former Express 


Clothing 35 lbs. 
From Stellarton, N.S. to Quebec, P.Q. 
Increase over Former LCL Freight 
Increase over Former Express 


Rail Tansportation versus Road Transporta- 
tion 

We in the Atlantic Region depend largely 
on rail transportation from the remainder of 
Canada for reliable, fast and efficient service. 
The road transportation from Central Canada 
to most sections of the Atlantic Region are 
not comparable to rail transportation for 
reliability, fast and efficient service. 


eee 


established September 5, 1967 authorized by 
the Transportation Commission and put into 
effect by the two major rail companies 
—Canadian National Railway and Canadian 
Pacific Railway. 


As Purchasing Agents, we find the increase 
in L.C.L. shipments will increase our cost of 
purchased articles being shipped into the At- 
lantic regions from other parts of Canada 
because of the following reasons:— 


Increase in Rates 


The L.C.L. shipments coming into the At- 
lantic regions have increased from a low of 17 
per cent on goods 750 lbs.; in one piece or 
bundle from Class 100 (textile packages); to 
32 per cent increase for Class 85 (general 
hardware) to 52 per cent for Class 70 (steel 
screws); to 76 per cent increase for Class 55 
(kegs of nails). 

In the same rate for goods shipped between 
the Atlantic Provinces and Central Canada 
the increase over L.C.L. range from 5 per 
cent to 70 per cent. 


Former LCL New Non- 
Freight Chgs. Carload Chgs. 
NR me ae $5.00 ch ee A 
er ene ee: +54% 
PS RI —19% 
Meters tears He be dey 4 $ 4.00 
Bey, asta yes +47 % 
gate eects -+-23 % 


Before September 5, 1967 we in the Atlan- 
tic Provinces enjoyed excellent service from 
both major rail companies of L.C.L. 
shipments. 

Since September 5, 1967 L.C.L. shipments, 
air freight and air express shipments has 
deteriorated because of the inefficient service 
from the air terminal to warehouses of 
purchasers. 
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Effects on the Atlantic Provinces 


The L.C.L. rates will increase our cost of all 
products shipped within the Atlantic region. 
Our Central Canadian competitors will be 
able to ship into our Atlantic markets in pool 
cars at tariffs comparable to, or competitive 
with, shippers who live within these Atlantic 
Provinces. 


This is not in accordance with the state- 
ment made by the Honorable John A. Mac- 
donald in 1866 while in Halifax when he said 
that the Maritimes would be “absorbed in 
commerce” if only they would forsake their 
traditional New England trading and join the 
Confederation. The Honorable J. W. Pickers- 
gill in the House of Commons September 8, 
1966 on the occasion of the debate on the new 
transportation legislation to set up a new 
Board of Transportation Commission said, “I 
will never be a willing party to any altera- 
tions in the Maritime Freight Rate Act that 
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the Atlantic Provinces generally do not con- 
sider will give them greater benefit than the 
Act gives.” 


As Purchasing Agents in the Atlantic region 
in this our very proud country of Canada, we 
are very concerned with the added cost on 
L.C.L. shipments. 


As a general rule where most of our indus- 
tries are small we use L.C.L. method of ship- 
ment. The profit ratio between purchasing 
and profit is 1:5; therefore an increase of 2 
per cent in purchasing costs decreases our 
profit by 10 per cent. 


Conclusion 


We look forward to the Standing Commit- 
tee on Transportation and Communications 
recommending and implementing a more 
equitable treatment with regard to the 
increase in L.C.L. shipments. 


February 12, 1968 
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APPENDIX A-46 


A 
BRIEF 
FOR SUBMISSION TO 


THE STANDING COMMITTEE ON 
TRANSPORT AND COMMUNICATIONS 


BY 
THE VOLUNTARY PLANNING BOARD 
OF 
NOVA SCOTIA 


Introduction 


The Voluntary Planning Board of Nova 
Scotia is a voluntary organization established 
some years ago to review and promote the 
economic development of Nova Scotia. Its 
chief function is to advise both the public and 
private sectors of the economy on matters 
relating to improving the rate of economic 
growth. The membership of this organization 
is composed of senior representatives drawn 
from all phases of provincial economic 
activity. 


The Planning Board is assisted in its work 
by volunteer segment and sector committees. 
The sector committees are representative of 
each of the ten major sectors of the economy, 
and report to the Planning Board. One of 
these sectors advises on transportation and 
communication matters. The sectors are in 
turn subdivided into common interest groups 
or segments within each of the sectors and 
these segments report to the parent sector 
committee. Within this organizational struc- 
ture, ideas and proposals filter upward, being 
rationalized in the process, until they reach 
the Planning Board. The Board resolves 
remaining conflicts, evaluates proposals and, 
as it sees fit, advances recommendations to 
the appropriate body either public or private, 
for their implementation. 


In this manner the material presented in 
this brief has been approved and adopted by 
the Voluntary Planning Board for submission 
to the Government of Canada through the 
Standing Committee on Transportation and 
Communication. The Government of Nova 


Scotia will also receive a copy of this brief 
through the normal channel used to bring 
such matters to its attention. 


Seaport and Overland Freight Considerations 


In reviewing the Atlantic Provinces Trans- 
portation Study, which had been prepared 
for the Atlantic Development Board, the 
Planning Board found several shortcomings, 
particularly in the section dealing with sea 
ports. Rather than follow a more constructive 
approach in arriving at future prospects for) 
the Port of Halifax, those conducting the: 
study merely made a projectionof past trends. 
To be content with this procedure would be: 
to passively accept the negative and faulty) 
conclusion that there is very little future for 
the port of Halifax or any other Nova Scotia 
port. 


It would have been much more beneficial: 
had the study brought its imagination to bear 
on the future potential of Nova Scotia’s ports. 
in the light of the technological developments 
of the past few years. To review briefly, Nova 
Scotia is recognized as having several of the: 
finest deep water, sheltered, ice-free harbours 
in the world. Moreover, ports comparable in 
natural advantages are almost non-existent 
anywhere else along the entire eastern coast 
of North America. 


In the past, Nova Scotia’s isolation with 
respect to the industrial concentrations of 
Canada and the United States due to inade-: 
quate land transportation linkages has 
worked to her disadvantage. It was only natu- 
ral that shippers to offshore markets would 
seek to minimize the higher costs of overland: 
transport by routing their goods via either St. 
Lawrence ports or New York. This permitted 
these ports to develop rapidly and to the 
point where they have been able to attract a 
very much greater frequency and versatility 
of shipping services than those presently 
available at Nova Scotia ports. This has 
placed Nova Scotia ports at a further com-) 
petitive disadvantage which is becoming 
increasingly more difficult to overcome. | 

However, Nova Scotia’s past locational 
disadvantage is now showing very promising. 
signs of becoming a highly significant advan- 
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tage; and one that appears to have been over- 
looked in the Atlantic Provinces Transporta- 
tion Study. 


By applying today’s technology, evidence 
indicates that it is now possible to lower 
overland transportation costs below those of 
water borne transportation. When this fact 
has been adequately demonstrated, a com- 
plete reversal of traditional transportation 
policies and procedures will be necessary. 
Shippers will seek to maximize the land dis- 
tances cargo is transported and minimize sea 
distance. Nova Scotia ports, situated closer to 
Europe than any other point on mainland 
North America, will then have a very dis- 
tinct advantage over their traditional 
competitors. 


Two recent studies have investigated these 
possibilities very carefully. The first, known 
as the “Kauffeld Report” was commissioned 
jointly by the Port of Halifax Commission, 
the City of Halifax, and the Province of Nova 
Scotia. It was undertaken by the New York 
consulting firm of Theodore J. Kauffeld. 
While this report has not yet been released to 
the general public, it has been made available 
for study by the Planning Board staff. 


The second study, titled ‘“Containerization: 
The Key to Low Cost Transport”, was com- 

issioned by the British Transport Docks 
Board and was undertaken by McKinsey and 
Company Inc. of London, England. 


Each of these studies confirm the conclu- 
sions of the other. Summarizing very briefly, 
the Kauffeld Report emphatically states (from 
a supporting data base) that overland trans- 
portation freight costs can be reduced sub- 
stantially below water transportation costs. 
To achieve this goal, the first step is said to 
be the abandonment of traditional transporta- 
tion thinking, methods, equipment, and 
procedures. 


It is pointed out that in the past transporta- 
tion from A to B has been subdivided into a 
multitude of autonomous functions, all under 
haphazard co-ordination. This has resulted in 
expensive duplication of effort and equip- 
ment, costly break-bulk handling and time 
delays. To circumvent this and realize max- 
imum economies, it is urged that transporta- 
tion be handled on a completely “integrated 
systems” basis. That is, that all functions 
directly involved in the transfer of goods 
from the door of the shipper to the door of 
the consignee, however far removed, must be 
co-ordinated and integrated. This will allow 
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the greatest exploitation of mechanization and 
other new technologies. Commensurate with 
this, highly functional and specialized physi- 
cal facilities must be brought into use. Much 
of the necessary equipment is currently being 
used, not in wholly integrated systems but, in 
isolation within traditional systems where its 
full potential cannot be realized. The balance 
of the equipment can be developed and pro- 
duced within an acceptable period of time. 


The intermodal shipping container, featur- 
ing rapid, low cost handling and adaptability 
to ali major types of transport in use 
throughout the world is the first key factor in 
this new approach. These containers provide 
the means for substantially reducing the costs 
of physically handling cargo. In addition, they 
eliminate costly cargo breakage and pilferage 
and can improve ship turn-around times by 
as much as 400 per cent. 


While it is imperative that Halifax and 
other Nova Scotia ports provide facilities for 
handling containerized freight without delay, 
doing so will not provide these ports with 
any competitive advantages over other com- 
peting ports such as New York and the St. 
Lawrence Seaway ports. They too are install- 
ing or have completed these facilities and 
Nova Scotia will be hard pressed to maintain 
its relative position. In short, the basic prob- 
lem of high transportation costs to and from 
inland ports will in no way be mitigated for 
Nova Scotia ports by installation of container- 
ized cargo handling facilities alone. 


The second and by far the most important 
key factor for Nova Scotia and indeed the 
whole of Canada is the adoption of highly 
specialized integral or unit trains, as advocat- 
ed in the Kauffeld study. The use of these 
trains can provide the means of lowering 
overland transport costs below those of com- 
peting water borne carriers. The use of these 
trains as part of an integrated system would 
bring several vital benefits to Nova Scotia 
and to its ports. It will lower the cost of 
moving the Provinces outputs to inland 
Canadian markets and to American markets. 
Similarly, it will reduce the costs of bringing 
in essential imports from the same regions. Of 
even greater importance, it will enable and 
justify one or more of the Provinces ports 
being rapidly developed into the most impor- 
tant ports in North America. 


In the wider sense, development of this 
concept has equal significance for the whole 
of Canada. By virtue of Canada’s two trans- 
continental railroads, in contrast with the 
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multiplicity of regionally controlled United 
States rail lines, Canada can offer fast, co- 
ordinated service without interchanges over a 
single line from coast to coast; and over 
Canadian owned subsidiary lines, down into 
the United States. Not only would such a 
service attract a high volume of traffic to and 
from the rich heartland of North America and 
Nova Scotia ports, it would also create the 
much taiked about “‘land bridge” for the huge 
tonnages of freight moving between Europe 
and the northern Pacific-Asian ports such as 
Japan and Hong Kong. The all Canadian 
route not only offers greater ‘overland’ mile- 
ages but lower overall mileages between 
Japan and northern Europe. In addition, 
overhead clearances on Canada’s lines would 
permit containers to be stacked two high 
whereas American lines could not. 


It is pertinent to note that United States 
rail lines are already conducting experiments 
with trans-continental freight trains or ‘‘over- 
land freighters” as they are popularly termed. 
One such experimental train has traversed 
the continent in fifty hours. This very forcibly 
illustrates the time savings to be gained and 
the urgency for Canada to firmly establish 
her position with this radically new service. 


If any doubts remain to be dispelled, con- 
cerning the race to establish these trains, it is 
worth noting that the Pennsylvania Railroad 
recently applied to the Interstate Commerce 
Commission for permission to provide a con- 
tainer oriented unit train service between the 
mid-west, Chicago and the Port of New York. 
The most strenuous opposition to this applica- 
tion came from the New York Central Rail- 
road, and the application was subsequently 
withdrawn. However, these two Railroads 
have since merged and it is considered by 
those knowledgeable on the subject that the 
application will be renewed and accepted. 
The early start of the Port of New York 
toward the development of an integrated sys- 
tem will be exploited to the detriment of 
Canada in general and Nova Scotia in 
particular. 


The benefits to be gained are great and 
further delay could prove to be fatal. The 


matter is urgent and requires immediate 
attention. 
The Voluntry Planning Board believes 


without reservation, that Halifax and the new 
port created by the Canso Causeway have 
conclusive advantages over and above any 
other potential North American ports as the 
eastern terminus of an integrated transporta- 
tion system. 
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In view of the fact that the technology is 
now available for the formation of a “land 
bridge’, the benefits to be derived by estab- 
lishing this North American land bridge in 
Canada, the confirming conclusions of the 
Kauffeld and McKinsey studies and the 
importance of reducing freight costs between 
the Atlantic region and inland points the 
Voluntary Planning Board recommends that: 


“The concepts put forth in the Kauffeld 
and McKinsey Reports be tested by the 
Government of Canada, and that addi- 
tional research should be undertaken and 
immediate trials be conducted with unit 
trains to ascertain the feasibility of 
applying them as a key component of an 
integrated transportation network leading 
to the ultimate goal of developing Nova 
Scotia’s ports and lowering overland trans- 
portation costs to, from, and through the 
Atlantic Region.” 


When trials begin with unit trains on runs 
between the Atlantic Region and Central 
Canada, it is believed that improvements to 
the existing railroad bed may be required in 
order to derive maximum benefits from the 
use of such trains. Existing limiting factors 
such as heavy grades, curves, unstable 
roadbeds, etc., even if encountered rarely, 
may limit the speed and tonnage capacity of 
test trains below minimum requirements 
needed to demonstrate their true potential. 


The Voluntary Planning Board recom- 
mends that: 

“The necessity for and possibility of 

~ upgrading the existing roadbed between 
the Atlantic Region and Central Canada 
be carefully examined by the Govern- 
ment of Canada to insure that the max- 
imum speed and tonnage capacity of rail 
transport equipment may be _ fully 
utilized.” 


The Voluntary Planning Board is aware 
that all of the benefits accruing from the use 
of unit trains operating between the Prov- 
ince’s major ports and inland centers, cannot 
be extended universally to all parts of the 
Province. For some time to come, many exist- 
ing manufacturing and resource industries 
which are located beyond the direct reach of 
these envisioned trains, are likely to be 
dependent on more conventional types of 
transportation. The Planning Board therefore, 
makes the following concurrent recommenda- 
tion: 
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“An inquiry should be undertaken by the 
government (with the help of but not by 
the Maritime Transportation Commission) 
with a view to establishing the efficacy of 
water transportation as a direct competi- 
tor to land transportation for the move- 
ment of certain freight within Canada 
and for foreign trade, with particular and 
specific reference to steel, coal and other 
bulk commodities.” 


Maritime Freight Rates Act 


The Voluntary Planning Board examined 
that section of Volume V of the Atlantic 
Provinces Transportation Study dealing with 
the Maritime Freight Rates Act. This study 
concludes that if subsidies are to be con- 


tinued, they should be made non-discrimi- 


natory with regard to the means of ship- 
ment but that subsidies on intra-Maritime 


) shipments be abolished. The Board presents 


the following analysis and conclusions regard- 
ing the Maritime Freight Rates Act. 


The Maritime Freight Rates Act was passed 


in 1927 following the findings of the Duncan 


Royal Commission. The objectives of the 
Act as interpreted in the Atlantic Provinces 
Transportation Study are: 


(1) to provide a statutory rate advantage 
in “select territory’’, and 


(2) by doing so, to fulfill the obligation 
inherent at Conference and fulfilled by 
early rate policy on the Intercolonial 
Railway of affording to Maritime in- 
terests “a wider market of several 
millions of people instead of being 
restricted to the small and scattered 
populations of the Maritimes them- 
selves.” 


To carry out the intent of the Act, a twenty 
per cent freight rate subsidy (increased to 
thirty per cent in 1957) was granted to all 
Maritime shippers on goods moving outward 


and westbound by rail to points in Canada as 


far west as Levis, Quebec. In addition, a 
twenty per cent regional subsidy (not 
increased in 1957) on all rail traffic was 
applied to goods moving within the region by 
rail. 


At the time the Maritime Freight Rates Act 
Was passed, rail carriers provided the only 
significant transportation service to Central 


' and Western Canada. The trucking industry 


was still in its infancy and could not compete 
With rail, even on relatively short runs. Thus, 


at that time the subsidy on rail shipments 
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reached almost all Maritime shippers and 
effectively carried out the intent of the Act. 


Since 1927, the trucking industry has 
expanded progressively to a point where it 
accounts for a significant portion of the goods 
moved within Canada. However, the dis- 
criminatory nature of the Maritime Freight 
Rates Act to goods moving only by rail has 
tended to retard the further development of 
trucking services and to distort the trans- 
portation network within the Atlantic region. 
This government-sponsored, competitive ad- 
vantage has permitted rail carriers to retain 
freight traffic which in many cases could be 
more efficiently transported by truck, ship 
or air. It has also served to limit motivation 
for the Railroad to upgrade roadbed condi- 
tions to permit higher average speeds and 
heavier tonnages. As a result of these factors, 
other carriers have been underutilized and 
prevented from developing their full potential 
for providing the Maritimes with a reasonable 
cost, well balanced transportation network. It 
is obvious that the objective of the act is not 
being realized in that the statutory rate ad- 
vantage envisioned in the Act is not available 
to the substantial number of shippers who 
find it necessary to ship by carriers (especially 
truck) other than rail. 


The Voluntary Planning Board believes 
that the Maritime Freight Rates Act should 
be revised to accommodate these changing 
competitive factors which prevent the act 
from fulfilling its intended objectives. The 
Board therefore recommends, as one means 
of updating the Maritime Freight Rates Act, 
that: 


“Freight subsidies to the Maritime Prov- 
inces be paid to shippers on a non-dis- 
criminatory basis.” 


It is felt that the Maritime Freight Rates 
Act if applied in a non-discriminatory man- 
ner will permit the most economic and equi- 
table use of all transportation facilities and 
thereby help to carry out the true intent of 
the act by extending its benefits to all 
shippers. 


The issue has become more urgent with the 
recent “less than carlot’ rate increases by the 
railways and it is hoped that the Board’s 
foregoing recommendation will be implement- 
ed with haste. These increases are being 
applied in an area which is characterized by a 
large number of shippers who because of 
their isolated location with respect to mar- 
kets, are virtually captives of the railway. 
The abrupt introduction of the so-called 
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“density rule’ will have severe implications 
for certain industries whose very existence 
and past development has been dependent on 
the old rate structure. 


The Maritime Transportation Commission 
and representatives of the four Atlantic Prov- 
inces have formed a Task Force to develop a 
comprehensive transportation policy for the 
region. It is hoped that the conclusions and 
recommendations of this Task Force will 
be given serious consideration by this 
Committee. 


Highway Considerations 


The Voluntary Planning Board believes 
that the Atlantic Provinces Transportation 
Study did not give adequate consideration to 
the limitations of that portion of Highway No. 
4 connecting the Strait of Canso region with 
the Sydney area. This highway is the most 
direct link between these regions by a margin 
of 26 miles. However, it is a slow, tortuous 
route and entirely unsuited to the freight and 
passenger needs of today’s highway traffic. 


This highway originally served as the main 
trunk route. However, when the Trans Cana- 
da Highway was being planned, it was decid- 
ed to route it via Baddeck to serve the dual 
purpose of upgrading the route to Sydney 
while at the same time opening hitherto rela- 
tively inaccessible territory to tourist traffic. 
This decision, while it provided a new, much 
improved route to Sydney, increased the dis- 
tance by 26 miles, from 84 to 110. 


The Strait of Canso area is building up 
rapidly in contrast to Sydney area, with its 
surplus labour pool, concentration of industri- 
al services and uncertain future. 


It therefore, would seem not only desirable 
but essential to provide the shortest possible 
route connecting these two regions. This would 
permit a tighter economic linkage for their 
mutual support through the rapid exchange 
of goods, services and labour. 


The Planning Board recommends that: 


The Atlantic Development Board be 
requested to devote further study to the 
potential benefits to be derived from 
upgrading Nova Scotia Highway #4 
between Port Hawkesbury and Sydney, 
and to assist in providing this facility. 


A study in depth is currently in progress to 
establsh the feasibility of tidal power devel- 
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opment in the Bay of Fundy. The location 
under investigation lies between Cape Blomi- 
don and the Parrsboro shore. This project 
would involve the construction of a causeway 
between these points. 


It is believed that such a development 
could have very desirable side benefits to the 
entire western half of Nova Scotia, providing 
the causeway included provision for a public 
highway on its surface. Such a link would 
reduce the distance for our province bound 
traffic by some eighty miles. 


The Planning Board currently has the trans- 
portation implications of this prospective 
development under study and request leave 
to advise your commitiee in greater detail at 
a later date. 


RECOMMENDATIONS 


1. The concepts put forth in the Kauffeld 
and McKinsey Reports be tested by the Gov- 
ernment of Canada, and that additional 
research should be undertaken and immediate 
trials be conducted with unit trains to ascer- 
tain the feasibility of applying them as a key 
component of an integrated transportation 
network leading to the ultimate goal of devel- 
oping Nova Scotia’s ports and lowering over- 
land transportation costs to, from, and 
through the Atiantic Region. 


2. The necessity for and possibility of 
upgrading the existing roadbed between the 
Atlantic Region and Central Canada be care- 
fully examined by the Government of Canada 
to insure that the maximum speed and ton- 
nage capacity of rail transport equipment 
may be fully utilized. 


3. An inquiry should be undertaken by the 
government (with the help of but not by the 
Maritime Transportation Commission) with a 
view to establishing the efficacy of transporta- 
tion for the movement of certain freight with- 
in Canada and for foreign trade, with par- 
ticular and specific reference to steel, coal 
and other bulk commodities. 


4. Freight. subsidies to the Maritime Prov- 
inces be paid to shippers on a non-discrimina- 
tory basis. 


5. The Atlantic Development Board be 
requested to devote further study to the 
potential benefits to be derived from upgrad- 
ing Nova Scotia Highway #4 between Port 
Hawkesbury and Sydney, and to assist in 
providing this facility. 
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APPENDIX A-47 


ATLANTIC PROVINCES 
ECONOMIC COUNCIL 


Brief 
to the 


House of Commons 
Standing Committee 
on Transport and 
Communications 


February, 1968 


In this Brief the Atlantic Provinces Eco- 
nomic Council places before members of the 
Standing Committee on Transport and Com- 
munications information relative to the very 
urgent needs of the Atlantic region for great- 
er efforts to close the economic gap with the 
rest of Canada. 


There is, certainly, an urgent need for the 
development of a rational well thought out 
transportation policy that specificaliy applies 
to this region. 


Establishing and operating an adequate 
transportation system here is very costly, 
| because the four Atlantic Provinces contain a 
scattered population located in many small 
centres, some of which are along a vast 
coastline often reached by a circuitous route. 
The fact that two of the provinces are is- 
lands makes the problem even more complex 
' and adds additional requirements to the list 
of facilities and services normally required. 
_ However, any Canadian region should have 
at least a minimum standard of transporta- 
tion services provided at reasonable cost. 


| The absolute and essential need, therefore, 
is to first establish a plan for regional eco- 
nomic growth; a corollary to this plan should 
' be a regional transportation policy based on 
the needs of the existing economy and the 
' concept of the economy of the future. 


APEC therefore believes it can serve 
' regional interests best by making available to 
| Committee members its latest analysis of the 
economy as presented during our 
Conference last October. These 
are contained in our First Annual 
The Atlantic Economy. 


_ Atlantic 
findings 
Review, 


The following are selected comments taken 
from the Review and will, we hope, place in 
perspective important aspects surrounding 
the Atlantic economy. In the view of the 
Board of Governors of the Atlantic Provinces 
Economic Council, an appreciation of our 
First Annual Review is basic to an overall 
assessment of the needs of Atlantic Canada, 
including transportation. 


A major characteristic of a modern society 
is a shift of population and economic activity 
from rural areas to urban centres. This does 
not mean that rural areas are depopulated 
and stripped of all activity. It does mean, 
however, that the great bulk of new activity 
is situated in urban centres, and it is to these 
centres that population tends to gravitate. 


Although these shifts may not be as pro- 
nounced in the Atlantic Provinces as else- 
where, they are very much in evidence never- 
theless. Between 1961 and 1966, for example, 
the increase in urban population in the 
Atlantic Provinces amounted to 12 per cent 
to compare with an increase of about 4 per 
cent in total population, and a decrease of 
almost 4 per cent in rural population. This 
means that in 1966 about 54 per cent of the 
population of the Atlantic region was urban, 
an increase from about 50 per cent five years 
earlier. 


Furthermore, it is the large urban centres 
which, generally, are experiencing the most 
significant population increases. For example, 
the population of the Fredericton-Oromocto 
Urban Areat grew by almost 16 percent 
between 1961 and 1966 to place in among the 
fastest growing urban areas in Canada, and 
that of Metropolitan St. John’s advanced by 
over 10 per cent. During the same period the 
population of Metropolitan Halifax increased 
by nearly 8 per cent, that of the Moncton 
Major Urban Area by over 7.per cent, and 
that of the Charlottetown Area? and of 
Metropolitan Saint John by nearly 6 per 
cent. It should be remembered that these 
increases compare with an increase of about 
4 per cent for the Atlantic region as a whole. 
With some exceptions, the population of 


1Fredericton, Nashwaaksis, Marysville, Barker’s 
Point, Lincoln, Oromocto. 


2Charlottetown, Parkdale, Sherwood. 
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smaller urban centres grew less rapidly than 
that of the region as a whole—in fact a large 
number of smaller centres saw actual popu- 
lation declines. 


In addition to these changes in the pattern 
of population distribution, there are also 
changes in the industrial structure of the 
regional economy which are relevant to the 
development of a transportation system. A 
very encouraging trend over the last few 
years has been an increase in manufacturing 
activity. Although less than the national rate 
of growth, the rate of growth in the value of 
regional manufacturing output has been rapid 
during the last six years or so. The increase 
in manufacturing employment during the 
1961-66 period is also very encouraging. It is, 
of course, in manufacturing and certain of the 
service industries where the evidence of a 
changing industrial structure should be 
sought. The period 1952-59 saw a decline in 
manufacturing employment in the Atlantic 
Provinces, while at the national level there 
was little or no increase. However, in the 
1961-66 period manufacturing created an 
average of 2,400 additional jobs each year in 
the Atlantic Provinces. During the period 
manufacturing employment increased by 24 
per cent, just slightly below the national gain 
of 25.8 per cent. 


There are, of course, many cther evidences 
of a changing society in the Atlantic Prov- 
inces. Many of these changes are not as rapid 
as we would like to see, nor are they ade- 
quate to meet the overall need of the region 
—that of promoting a better balance between 
the Atlantic region and the other regions in 
the country. This challenge raises immediate- 
ly the nature of further changes which will 
likely come about given realistic development 
objectives, an adequate system of priorities, 
and intelligent policies and programs to bring 
them about. 


The development of natural resources and 
the processing of primary products have tra- 
ditionally played a central role in the econo- 
my of the Atlantic Provinces. Many primary 
activities are now faced with very serious 
problems of adjustment in response to chang- 
ing conditions affecting capital and labour 
inputs and to changing market conditions. In 
agriculture we would hope to see policies and 
programs directed to increasing the size of 
the farm, diverting low-yield land to more 
productive purposes, and increasing the 
amount of capital available to efficient, or 
potentially efficient, farmers. In the fisheries 
continuing emphasis will need to be placed on 
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the establishment and equipping of an 
efficient off-shore fishing fleet. In forestry, 
measures to improve the quality and quantity 
of wood procuring equipment will likely form 
one element of policy. In mining, the most 
obvious problem is in the coal industry and 
those policies which have already been 
advanced to close out uneconomic mines and 
mining operations will have to be pursued. 


We expect that to achieve an objective of 
better regional balance the growth in manu- 
facturing which we have already noted will 
have to continue. We would not be surprised 
to find that, in the achievement of this objec- 
tive, there would need to be an increase in 
manufacturing employment of about 40,000 
over the next ten years. This, of course, is an 
ambitious target. It will require several 
changes in public policies. While continuing 
to encourage manufacturing expansion and 
new manufacturing location wherever it is 
economically feasible, particularly in the 
processing and further manufacturing of 
resource materials, it will be necessary to 
become unreservedly committed to the 
growth centre principle. All policies and pro- 
grams which have as their purpose the 
encouragement of industrialization will have 
to be directed to this end. 


This does not mean that all economic activ- 
ity will be concentrated in growth centres. 
There will continue to be _ agricultural, 
fishing, mining and forestry activities at the 
source of their raw material base, and many 
primary processing activities located in rela- 
tion to this base. It does mean, however, that 
the trends we have already noted toward con- 
centration of population and economic activi- 
ty will likely become more pronounced in the 
future. It also means that, if the right policies 
and programs are adopted and implemented, 
the rate of regional population growth should 
be greater than in the past. This is because 
such policies, programs and actions should be 
capable of generating a level of activity 
which will tend to bring about a decline in 
the recent high level of population migration 
from the region. 


Another feature of the regional economy is 
the important role played by foreign trade. 
With exports equivalent to 20 per cent of the 
value of total regional output, the Atlantic 
Provinces are more dependent upon foreign 
markets than is Canada as a whole. And a 
larger portion of the region’s recent growth 
can be attributed to rising sales abroad than 
has been the case for the nation. The two 
major characteristics of our export trade are 
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the overwhelming importance of primary and 
lightly processed materials and the heavy 
dependence upon the United States market. 


While a wide variety of commodities are 
exported from the region, more than one-half 
of the total value is accounted for by news- 
print, iron ore and wood pulp. Products of 
the fisheries, forests and mines together 
account for all but 15 per cent of regional 
exports. Foreign markets purchased 60 per 
cent of our seafish products, 20 per cent of 
our pulpwood, 80 per cent of the mineral 
output, about 50 per cent of lumber and wood 
pulp, and 75 per cent of newsprint. Final 
products of a non-food nature accounted for 
only 2 per cent of the total export value, 
compared to 15 per cent nationally. Manufac- 
turing industries not related to the natural 
resource base are oriented towards. the 
domestic market. 


The geographical marketing pattern is simi- 
lar to that for the nation with over 60 per 
cent of all exports going to the United States 
and 10 per cent to each of the United King- 
dom and the European Economic Community. 
About three-quarters of our fish exports go to 
the United States, two-thirds of the metals 
and newsprint. Of the unedible end products 
only 35 per cent goes to the U.S., EEC and 
EFTA combined, compared to 87 per cent of 
all exports. While the total value is small, the 
geographical distribution is world-wide. 


This, then, is a very brief and general 
description of the type of regional economy 
for which a transportation system needs to be 
devised. We do not intend to make any defi- 
nite suggestions concerning the detailed 
aspects of transportation. Against this back- 
ground it is, however, possible to suggest 
some guideline which might be useful in the 
development of a transportation system. 


It might be noted that a transportation sys- 
tem should serve two general purposes. First, 
it should be capable of assisting those changes 
in the regional economy which are necessary 
to a more rapid rate of overall development 
and more rapid increases in regional output 
and income. Secondly, it should be capable of 
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meeting the needs of an ever-changing society 
and of permitting the most efficient inter- 
change of persons and goods in a changing 
environment. This implies, of course, that it 
must be susceptible to change to meet the 
new demands which are placed upon it. It 
must be concerned with all forms of transpor- 
tation—rail lines, highways, the waterways 
and the air ways—and must weld these into 
one system which, when considered in total, 
wili meet the needs of the region. 


It is evident then that a transportation sys- 
tem for the Atlantic Provinces should provide 
at least a minimum standard of services at 
the lowest possible cost to meet the needs of 
the region. This implies that the system must 
be the most efficient possible. However, even 
with a system operating at peak efficiency, 
the situation may be such that rates will be 
high in comparison with those elsewhere. 
This is the case in the Atlantic Provinces 
because of the scattered nature of regional 
population and markets and because of the 
distance from external markets for many key 
products. In such a situation a consideration 
of public subsidies becomes almost 
inescapable. 


However, it needs to be emphasized that 
the matter of subsidies is not the important 
consideration. The primary consideration is 
the development of a transportation system, 
comprising all means and modes of transport, 
to meet the needs we have suggested for the 
present and the future. Subsidies, to what- 
ever form of transport, should be looked 
upon as a means of expediting the develop- 
ment of the overall transportation system, 
and they should be applied in such a way as 
to prevent distortions in the system. 


It is this approach—the development of an 
overall, comprehensive, and _ co-ordinated 
transportation system to meet the needs of 
social and economic development in the At- 
lantic Provinces—which we commend to all 
those concerned with the various aspects of 
transportation. Particularly we recommend 
this approach to the Standing Committee on 
Transport and Communications of the House 
of Commons. 
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APPENDIX A-48 


SUBMISSION OF THE SOCIETY FOR 
ATLANTIC INITIATIVE FOR PRESENTA- 
TION TO THE STANDING COMMITTEE 
ON TRANSPORTATION AND COMMUNI- 
CATIONS IN HALIFAX 


“Tt should be clear that every opportunity 
should be taken to stimulate further com- 
petition in order to maintain an effective 
check on unwarranted rate increases and 
it is curious that many interests in the 
Atlantic Provinces are so concerned to 
preserve a measure which has precisely 
the opposite effect.” 


Atlantic Provinces Transportation 
Study—Volume, Page 58. 


The Society for Atlantic Initiative GAD 
was organized in November 1967. It includes 
approximately two dozen men from the busi- 
ness, professional and educational fields. Con- 
cern over the apparent lack of growth in the 
economy of the Atlantic Region and frustra- 
tion arising from a lack of understanding of 
the various programs,:. policies and plans 
relating to the subject where the principal 
factors leading to the formation of the Society. 
It was considered, as well, that the Society 
would be able to bring together independent 
viewpoints from a wide range of talent and, 
in the presentation of these viewpoints, would 
be uninhibited by considerations of a partisan 
political nature or by a specific concern for 
any one particular interest. 


It is the hope of the Society that the Atlan- 
tic Region will eventually develop the means 
of producing its own wealth and that the 
transfer of funds from the Federal Govern- 
ment in the form of maintenance payments 
can be gradually eliminated. It is therefore 
the function of the Society to urge the adop- 
tion of policies which will achieve that end. 


It is generally conceded that there is a 
national policy designed to encourage growth 
in those regions of Canada which, for one rea- 
son or another, have suffered economic retar- 
dation or stagnation. A substantial number of 
pronouncements have been made by responsi- 
ble organizations and government leaders to 
indicate that the primary aim of the national 
policy is the development of internal vitality. 


The Atlantic Provinces Economic Council in 
its First Annual Review has attempted to 
apply the national aim to the Atlantic Region: 


“Tf we read the signs correctly, a consen- 
sus appears to exist that the general 
objective of Atlantic regional develop- 
ment should be a narrowing of the pro- 
portional gap in personal income per 
capita between the region and Canada as 
a whole, and that this should be accom- 
plished through the generation of income 
within the region and not by the transfer 
of income to the region. The general 
objective becomes, then, one of develop- 
ment—not one of welfare.” (Page 78) 


The SAI support this statement and recom- 
mend it to the Committee as the primary 
consideration in this study on Atlantic Trans- 
portation problems. Of secondary, but almost 
equal importance, is the national policy on 
transportation set forth in the National Trans- 


portation Act. 


Section 1 of that Act states federal policy of 
the Federal Government with respect to 
transportation and it has been reproduced and 
attached to this brief in the event that any 
Committee member might wish to refer to it 
at this time. Clearly, competition rather than 
regulation has been recognised as an underly- 
ing need for the development of an economic, 
efficient and adequate transportation system. 
There appear to be two areas where competi- 
tion is not to be depended upon to resolve the 
transportation problems of the nation: First, 
where some other national policy or national 
interest comes in conflict (or there are legal 
and constitutional problems) and_ second, 
where shippers are captive to transporting 
commodities by rail only. 


The Committee should consider, then, three 
questions: 


1. Does the National policy dedicated to 
stimulating Atlantic regional growth 
conflict with the National Transportation 
policy so as to justify an exception being 
made with respect to the Atlantic 
Provinces? 


2. If there is a conflict, how can the 


Transportation Policy be modified to 
bring it into line with the greater aim? 


' 
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3. If there is no conflict, can Transpor- 
tation Policy yet be improved to aid in 
the attainment of the greater aim? 


It will be argued strongly before this Com- 
mittee that there is a conflict between the two 
policies. It will further be suggested that sub- 
sidies such as are presently paid under the 
provisions of the Maritime Freight Rates Act 
must be increased and, by some people, even 
that the subsidy must be extended to include 
truck transport. These steps, it is argued, are 
necessary in order to preserve for shippers in 
the Atlantic Provinces a statutory rate advan- 
tage over shippers in Central Canada. Under- 
lying these arguments is the assumption that 
the carrier will pass to the shipper any sub- 
sidy paid. It is very important that the Com- 
mittee recognize these arguments are utterly 
dependent upon the truth of that assumption. 


The SAI adopts the findings and reasoning 
of the Economist Intelligence Unit as reported 
in the recent Atlantic Provinces Transporta- 
tion Study. Consequently, one recommenda- 
tion of the SAI is the abandonment of any 
further attempts to maintain a statutory rate 
/ advantage for Maritime shippers and the total 

abolition of the subsidy paid to the Railways 

pursuant to the Maritime Freight Rates Act, 
| both on movements within the select territory 
| and from the select territory west. 


It has long been considered by the weight 
of numbers in this region that shippers mar- 
Meeting goods in the Central Canada market 
should be afforded an access cost comparable 
to that enjoyed by their competitors located 
_in Central Canada. In other words, it is said, 
_ the actual distance between the point of ship- 
-ment and its destination is to be ignored in 
the calculation of rates for Atlantic shippers. 
|The SAI does not consider pre-Confederation 
promises or statements made prior to the 
enactment of the Maritime Freight Rates Act 
relevant. It is necessary, however, to look at 
_ them very quickly in order to understand just 
| why transportation policy occupies such a 
hallowed position in the minds of Atlantic 
_ businessmen and their advisors. 


| First of all, it must be assumed that most 
| people believe that the Maritime Provinces 
were the wealthiest part of the country to 
| take part in Confederation. It is apparent 
i most people also are prepared to ignore the 
fact that the Maritime Provinces had reached 
their zenith prior to Confederation and were 
| in a declining position because of their limit- 
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ed and restricted economic base—the sailing 
ship and North-South trade under the Reci- 
procity Agreement. 


In any event, it seems to have been agreed 
by the makers of Confederation that Atlantic 
industry should be afforded some typeof 
advantage from Confederation, and it was 
settled that this advantage would be a means 
of access to Central Canada, where the popu- 
lation growth would be centred. The various 
commissions set up to examine the transpor- 
tation problems in the Maritime region have 
certainly confirmed that it is desirable to 
establish a statutory rate advantage for At- 
lantic Region shippers. This was the purpose 
of the Maritimes Freight Rates Act. 


In talking about modes of transportation 
and freight rates in 1867, the Fathers of 
Confederation would have given very little 
regard to competitive modes of transport and 
to the complexities of rate setting which exist 
in today’s world. Even though they knew all 
about railroad, they would probably not be 
able to visualize the type of transportation 
demands that would exist in 1968. This is 
likely about equally true of the Duncan Com- 
mission in 1926 and 1927. 


The rapid development of foreign produc- 
tion, and its appearance in the Canadian mar- 
ket in competition with Canadian producers, 
is another real problem of 1968 and one 
whose scope was not likely foreseeable in 
1867. However, it is one of the problems 
affecting Sydney Steel. 


Today’s production methods rely on volume 
for efficiency and low cost and this means 
that producers must have a substantial local 
market so that they can be competitive with 
their excess production in distant markets. 
The Maritime producer, unfortunately, does 
not have this local market and he is attempt- 
ing to recover his embedded costs in the 
Maritimes in competition with the excess pro- 
duction, at variable costs plus transportation, 
of the producers serving the larger Central 
Canada markets. This type of competition is 
only appearing because of the fact that Cen- 
tral Canada has developed into such a large 
market and a means of transportation exists 
by which their production can be delivered 
competitively into the Maritime area. 


Thus, there is the problem that the eco- 
nomic circumstances of today are vastly 
different from those that applied at Confedera- 
tion. It is even fair to say that the Canada 
which existed and which made those prom- 
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ises does not exist as such today, and cer- 
tainly the Atlantic Provinces, in relation to 
the rest of Canada, are not the same nor are 
their problems the same. It is reasonable to 
say that the total problem goes far beyond 
the realm of transportation and the perpetua- 
tion of Confederation promises is no guaran- 
tee of a successful remedy. 


The spirit of Confederation, which could 
probably be expressed as the desire to make 
all of Canada grow, is still with us and still 
valid and it is within this spirit that modern 
day approaches to the problems of depressed 
regions should be approached. With the estab- 
lishment of a national policy dedicated to the 
stimulation of regional growth, the reasons 
for attempting to maintain a statutory rate 
advantage to Atlantic shippers have 
disappeared. 


Examine the anomalies created by the 
Maritime Freight Rates Act; 


A. The higher the rate charged by the 
Railway, the higher subsidy it receives. 
The Railways are, therefore, encouraged 
to charge higher rates wherever the 
absence of competition permits it. Espe- 
cially will this be true as the subsidies 
formerly payable under the Freight Rate 
Reduction Act, and totalling $100,000,000 
or more, are phased out over the next 8 
years. This objection will apply as well to 
an extension of the subsidy to the truck- 
ing industry. 


B. The subsidy is applied even in those 
cases where the Railway has quoted a 
competitive rate in order to obtain the 
business from a trucker or competing 
mode of transport. It is difficult to see 
how the subsidy aided the shipper in 
these cases when it is rememberd that 
the Railway claims the competitive rates 
used in the Atlantic Region are almost 
without exception compensatory in them- 
selves without recourse to the subsidy. It 
would appear that approximately one- 
half of the revenue and, therefore, of the 
subsidy is received by the Railways with 
respect to movements under competitive 
rates, both within the select territory and 
from the select territory to the eastern 
region. 


C. It cannot be shown in any way that 
the subsidy is being passed on to the 
shipper and the SAI feel it is safe to 
conclude that only a small portion of the 
approximately $20,000,000 in “Maritime” 
subsidies paid to the Railways benefits 
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the shipper. It is indicative of the subtle- 
ty of political thinking of 40 years ago 
that a desire to benefit the shipper would 
result in a payment to the carrier without 
any effective means of ensuring that the 
carrier pass the benefits on to the ship- 
per. Neither business nor government 
conditions today justify the delegation of 
such a trust upon a business entity also 
charged with the responsibility of pro- 
ducing a balanced financial statement. 


It seems to be recognized by many responsi- 
ble organizations that the M.F.R.A. subsidy is 
not particularly benefiting the shipper at the 
present time. The proponents of this view, 
however, will argue that the solution lies in 
the extension of the subsidy to the trucking 
industry. Thereby, they say, the best of both 
possible worlds would be obtained in that 
competition will not be distorted and the 


strong advantages which flow from having — 


alternative modes of transport competing 
against one another for the business will be 
complemented by the abolition of the rate 
reflecting the normal cost of the haul. The 
SAI, for several reasons, think this is a falla- 
cious viewpoint, namely: 


A. It ignores the political difficulty of 
subsidizing truckers in one area of Cana- 
da while ignoring the rest. 


B. It ignores the fact that it will still be 


impossible to ensure that the carrier 
passes the benefit on to the shipper. 


C. It ignores the difficulty of defining 
the phrase such as “trucking industry”. 
Would this subsidy extend only to public 


carriers or would shippers operating a 
private means of transport receive some — 


benefit? If the shipper with a private 
mode of transport is denied the subsidy, 
will he not be encouraged to form his 
own public carrier company, thereby 
encouraging proliferation of truckers. 


The SAI takes the view that the Atlantic 
Area needs a strong, efficient, reliable, and 
effective, alternative mode of transport. In 
this way, even though the actual distance that 
freight must be moved will be reflected in the 
rate, improved service will compensate and 
aid in the reduction of other costs associated 
with the transportation of goods over a long 
haul, namely time and efficiency. . 


It will be argued by some of the advocates 
of increased and continued subsidies that 
payments can be directed to the shipper to 
avoid any benefit of the subsidy remaining 
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with the carrier. This suggestion has the 
merit of at least providing conclusive proof 
that the payment reaches the shipper. It must 
be recognized immediately, however, that the 
carrier, being aware of the government con- 
tribution to the shipper’s transportation costs 
will undoubtedly react by applying an appro- 
priate increase in the rate. This is especially 
true for railway shippers moving under 
agreed, commodity and class rates. It should 
also be noted that the subsidy to the shipper 
has disadvantages because it does not permit 
allocation of benefit to the shippers most 
deserving and the universal application of the 
benefit is most likely to work some injustice. 
The subsidy to the shipper is merely an addi- 
tional increment to his operating revenues. It 
is submitted a benefit tailor-measured to the 
shipper’s needs can be better supplied in 
other ways, either through capital loans or 
the establishment of co-operative distribution 
facilities of some type or other. 


The SAI therefore conclude that there is no 
real conjlict between implementation of the 
national transportation policy and the policy 
of stimulating regional growth. The abolition 
of the subsidy under the Maritime Freight 
Rates Act merely disposes of an inefficient 
imethod of rendering assistance to industry in 
the Atlantic area. There is a need, however, 
for assistance to be given to ensure that a 
strong and effective alternate mode of trans- 
port is developed. There is no doubt that 
‘much can be accomplished on the provincial 
‘level through the establishment of uniform 
and more appropriate trucking regulations 
and rates. The entrance of the Federal Gov- 
ernment into this field, under the provisions 
of Part III of the National Transportation 
Act, may not be necessary although as a last 
resort and failing prompt efficient action on 
the part of the Atlantic Provinces, the Feder- 
al Government should not hesitate to use its 
powers in this field. The SAI recommend that 
2 responsible body such as the Atlantic Devel- 
>pment Board or the Canadian Transport 
Commission be asked to prepare and make 
Available to the Provincial Governments in 
she Atiantic Region, and to public organiza- 
sions and private groups such as the SAI, 
raft uniform legislation and _ regulation 


“especting inter-provincial trucking. 


| In place of the subsidies which must be 
bolished, in the view of the SAI, it is recom- 
nended that the Federal Government estab- 
ish an Adjustment Assistance Board, similar 
0 that established by the Federal Govern- 
peat through the Department of Industry, for 
| 27695—103 
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assistance to industries injured by the reduc- 
tion of the tariffs pursuant to the recently 
completed Kennedy Round negotiations, 
so-called. It is felt that the subsidy payable 
under the M.F.R.A. is exactly comparable to 
the former high tariff walls, protecting some 
industries from the marketing in Canada of 
lower price goods. The establishment of a 
similar remedy would not seem an unfair 
burden for the rest of Canada to assume for a 
short period of time while the M.F.R.A. sub- 
sidy is phased out. 


It is important to note that the SAI does 
not deny that transportation costs are a prob- 
lem in this area. We are, in fact, laying stress 
on the fact that transportation is a much 
bigger problem than just the cost. It is a 
problem in efficiency and lack of distribution 
facility, time and effort, and it deserves to be 
improved in as many aspects as are possible. 
It seems, however, if we recognize the pure 
fact of life that the longer and greater the 
distance, then the higher the cost and, there- 
fore, the higher the rate (under normal cir- 
cumstances, at least), we should attempt to 
compensate for this by improving the other 
elements which go to make up transportatin 
problems such as efficiency and speed. The 
increased costs which, in the view of the SAI, 
are imminent under any circumstances will 
be overcome through the development of new 
techniques as the competing modes of trans- 
port seek to win the shipping business. 


In conclusion, then, let us say that the SAI 
recognize transportation problems in the At- 
lantic Region stem from the actual distance 
from our major markets and from the 
absence of competition from the trucking 
industry. The feeling is, therefore that the 
penalty must be faced and attempts made to 
overcome it by developing strengths in other 
segments of the economy. It has to be recog- 
nized that other economies have functioned 
well, notwithstanding certain inherent defects 
completely comparable to the transportation 
problem faced by the Atlantic Region. The 
Atlantic Region has problems in education, 
productivity, management, efficiency, absence 
of secondary manufacturing and in many 
other fields. The distance which lies between 
this area and Central Canada is a fact; it 
cannot be altered and the markets grow no 
nearer by the perpetuation of subsidy pay- 
ments. The lack of productivity in our indus- 
try, however, is a condition which can be 
overcome and by so doing can place the trans- 
portation problem in its proper perspective. 
As part of the program. to overcome the 
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apparent inertia which exists in the Atlantic 
Region, citizens in these provinces must be 
assisted to develop competitive industry and 
they must be persuaded to reject the con- 
tinued application of Federal funds in the 
area as a panacea for all ills. 


To close, gentlemen, this brief is not filled 
with figures. In our view, and that of others, 
the E.L.U. has provided sufficient. Unless its 
study is incorrect in its conclusions, and the 
SAI does not believe it is, a course of action 
seems clear. 


The well being of the entire Atlantic Re- 
gion, perhaps all of Canada, can be greatly 
affected by your recommendations. Prosperity 
requires modernization in plant equipment, 


practices and attitudes. Modernization implies 
change and change causes distortion. Pros- 
perity cannot be achieved without change so 
change we must and change we should. 
Prosperity without change is a simple contra 
diction in terms. 


All of which is respectfully submitted. 


The Society for Atlantic 
Initiative 

per Transportation 
Committee : 


A. Phelps Bell ; 
Ron MacDonald 
A. J. Unsworth 
F. M. Waller | 


SUMMARY OF POINTS 


The brief that follows deals only with poli- 
cy and subsidies, not with recent rate 
changes. Its principal points are: 


1. The remedy for the many economic 
ills besetting the Atlantic Region requires 
action by the Atlantic Provinces as well 
as the Federal Government. Transporta- 
tion is but one of those ills, even though 
one of vital importance. 


2. The Atlantic Provinces cannot con- 
tinue to demand the perpetuation of 
Confederation promises, when the envi- 
ronment of today is completely different 
from that of 1867, 1927 or, but to a lesser 
degree, 1949. 


3. Transportation subsidies which may 
have helped the shipper at one time, 
today cannot be proven as being much 
more than revenue to the carriers, with 
very little real benefit accruing to the 
Atlantic shipper. 


4. The accomplishment of the objective 
of National Transportation Policy can 
best be achieved by creating conditions 
which will assist the maximum develop- 
ment of non-subsidized competitive 
modes of transport in the Atlantic 
Region. 


5. Provincial and Federal Governments 
should work together in such fields as 
all-weather highways, uniform trucking 
regulations and rates to develop truck 
competition. 


6. Should abolition of subsidies result 
in a demand by subsidized carriers for 


increased rates, consideration should be: 
given to provision of temporary assist- 
ance to shippers who would be genuinely | 
injured. 


7. While distance from the major mar- 
kets causes a transportation problem, it 
cannot be shortened. The penalty it cre- 
ates can be overcome by transportation 
improvements, competitive modes of 
transport, and improvements in produc- 
tivity, management techniques, efficiency, 
development of industry and local mar- 
kets. Continued reliance on subsidies, | 
particularly those of doubtful benefit, 
will not inspire maximum effort in these 
other equally critical areas. 


8. Finally, these recommendations 
should be considered in total. It is not rec- 
ommended that the subsidy be abolished 
unless simultaneous action is taken in the 
other fields. | 
| 


NATIONAL TRANSPORTATION ACT 


Pate 


Her Majesty, by and with the advice and 
consent of the Senate and House of Commons 
of Canada, enacts as follows: | 


1. It is hereby declared that an economic, 
efficient and adequate transportation sys- 
tem making the best use of all available 
modes of transportation at the lowest: 
total cost is essential to protect the inter-_ 
ests of the users of transportation and to 


| 
| 
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maintain the economic well-being and 
growth of Canada, and that these objec- 
tives are most likely to be achieved when 
all modes of transport are able to com- 
pete under conditions ensuring that hav- 
ing due regard to national policy and to 
legal and constitutional requirements. 


(a) regulation of all modes of transport 
will not be of such a nature as to restrict 
the ability of any mode of transport to 
compete freely with any other modes of 
transport; 


(b) each mode of transport, so far as 
practicable, bears a fair proportion of the 
real costs of the resources, facilities and 
services provided that mode of transport 
at public expense; 


(ec) each mode of transport, so far as 
practicable, receives compensation for the 
resources, facilities and services that it is 
required to provide as an imposed public 
duty; and 
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(d) each mode of transport, so far as 
practicable, carries traffic to or from any 
point in Canada under tolls and condi- 
tions that do not constitute 


G) an unfair disadvantage in respect 
of any such traffic beyond that disad- 
vantage inherent in the location or 
volume of the traffic, the scale of oper- 
ation connected therewith or the type 
of traffic or service involved, or 


(ii) an undue obstacle to the inter- 
change of commodities between points 
in Canada or unreasonable discourage- 
ment to the development of primary or 
secondary industries or to export trade 
in or from any region in Canada or to 
the movement of commodities through 
Canadian ports; 


and this Act is enacted in accordance with 
and for the attainment of so much of these 
objectives as fall within the purview of sub- 
ject matters under the jurisdiction of Parlia- 
ment relating to transportation. 
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APPENDIX A-49 


Halifax, Nova Scotia 
February 12, 1968 


A brief should never begin with an apology 
but the writer would like to point out that my 
absence at the Co-ordinating Meeting and the 
late date of preparation of this brief were not 
due to lack of interest. Since January 21st 
until February 8th I was engaged touring the 
Caribbean on business. During this trip I wit- 
nessed the tremendous potential for our busi- 
ness to develop in this area. There is a great 
tendency to ignore this transportation ques- 
tion and begin immediately to follow up our 
business contacts. However, we consider it 
vital to take what little time is now available 
to communicate to the Committee some of our 
views: 


OCEAN FREIGHT 


It seems that the main area to discuss is 
rail movement, but we do note that the Com- 
mittee’s terms of reference include all aspects 
of transportation. Since 1841 our firm has 
depended on ocean carriers for the transpor- 
tation of our goods from all over the World. 
In the last decade we have witnessed an 
unprecedented increase in our export busi- 
ness. Obviously the cost and service of ocean 
transportation is at the very backbone of our 
trade. 


Just briefly on the import side, all coffee 
which we import from South/Central Ameri- 
ca and Africa is discharged at Montreal 
meaning costly overland movements to our 
Halifax factory. The same applies to many of 
the spices which we import. We have to route 
via Montreal, New York, or tranship at 
Liverpool. 


Another product is dates. We have been 
forced to order enough tonnage to warrant a 
special incentative call at Halifax. On the 
recent visit of the ‘“Waldenfels” brought in 
essentially for our cargo, we experienced 
unbelievable problems mainly due to improp- 
er action on the part of the Halifax Port 
authorities and agencies. Needless to say, we 
protested strongly to all concerned. 


On the export side our main markets 
include the United Kingdom and the Carib- 


bean area (in all our products are shipped to 
over thirty countries). The service to Liver- 
pool has been used but our Associate Compa- 
ny, Schwartz Spices Limited, is located in 
London which is served only every two 
months via Canadian Pacific boat from Hali- 
fax. As a result, we must ship the majority of 
our volume from Montreal. Until recently 
during winter months we, at least, had a fre- 
quent service from this Port to London but. 
with winter navigation at Montreal fewer) 
vessels call at Halifax even during this peri- 
od. Cunard have now decided to close their | 
office in Halifax and since Canadian Pacific. 
have their Atlantic terminus at Saint John,) 
the future of any London service from Hali- 
fax looks questionable. 


Our firm welcomed the development of 
containerization and have been using contain- 
ers for five years for both the United King- 
dom and the Caribbean area trade. In the 
case of steel containers for the United King- 
dom, there is no difficulty obtaining these at 
Montreal, but Halifax is quite the opposite. 
Initially we brought empty containers by rail 
to Halifax, the cost of which absorbed any 
saving that containerization might offer. At 
that time, it was illegal to move empty con- 
tainers from Montreal to Halifax via ocean: 
carrier. AS you know, most of these vessels. 
load at Montreal then proceed to Halifax. We 
experienced the same problem this year and 
continue to be told that an ‘Order-in-Council’ 
will correct this situation. We maintain that. 
the authorities involved should have correct- 
ed this many years ago or at the outset short- 
ly after firms like ours experienced this. 
difficulty. | 
RE CARIBBEAN 


A few years ago in addition to Saguenay 
Shipping, this area was served from Halifax 
and Montreal by Royal Netherlands Steam-— 
ship Line and Booth Line. Saguenay devel- 
oped a collapsible container for this trade 
and the others followed their lead. We geared » 
our entire packaging program to this system. » 
Saguenay now have the market to themselves - 
and are contemplating discontinuance of the | 
container service. Our competitors in New» 
York, for example, are provided with a very 
frequent service subsidized by the United 
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States government and containerization has 
reached a high level of development. 


Just today we were once again advised that 
the service from Eastern Canadian ports to 
Belize, British Honduras, is discontinued. The 
alternative is to ship overland to New York 
and the additional freight, for instance, on a 
case of peanut butter mugs is $1.45 Canadian. 
(Now making a total freight cost of $2.20 
while to most Caribbean destinations the 
freight is 60 cents per case.) We had no alter- 
' native but to request our customer to accept 
the additional freight. When you consider that 
U.S.A. manufacturers were already competi- 
tive, the future in this market for us is ques- 
tionable. Needless to say, this country, like 
many in the Caribbean, devalued just at a 
time when our prices had to be increased due 
' to rising Canadian costs. 


; Our firm is now building a new plant near 
| Halifax. We would like very much to serve 
' our export trade and expand our operations 
here but cost analyses have shown that it is 
much more economical to do this from our 
Montreal Plant. In fact, we know it would 
| lower our costs if we discontinue certain 
} present manufacturing at Halifax for the At- 
lantic market and obtain these products in a 
| finished state from our Montreal Plant and 
| distribute only from our Halifax location. 
| However since we are a Maritime firm, well 
- established here, we for a number of reasons 
including sales decided to continue here 
\| despite the higher costs. Clearly, this is an 
| example of the present structure inhibiting or 
| discouraging industrial development. 


_ DOMESTIC MOVEMENTS 


Keeping in mind the basic disadvantages 
| mentioned above, our competitive position is 
, further endangered by the high inland costs. 
Firms like ours engaged in secondary manu- 
_ facturing who package in cans and/or bottles 
must bring their empty containers from 
Montreal and beyond incurring substantial 
freight costs. 


Our Halifax plant ships to outlets in the 
four Atlantic Provinces. To minimize the 
effect of L.C.L. freight changes, we have 
instructed our sales force to avoid less than 
300 lb. shipments and route via truck when- 
ever possible. It seems clear that now since 
rail rates are up, truck rates will fall in line. 
Already most minimum truck rates have been 
greatly increased. Based on this premise here 
is what we might face: On 14 separate orders 
shipped to points in the three Maritime Prov- 
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inces, we paid a total of $99.14 truckage. If 
these same orders were now shipped via rail 
under the new rates, it would cost $154.84 
giving an approximate increase of 55%. 
Looking at the less than 300 lb. shipments in 
this same sample, 8 orders cost $25.74. They 
would now cost $41.55, a 65% approximate 
increase. It should be pointed out that our 
products have a relatively high density per 
cubic foot so these are not “balloon” com- 
parisons. 


Before last Fall’s increases, our competitors 
in Montreal had the advantage of shipping 
via pool car to many points in the Maritimes 
such as Truro, New Glasgow, Charlottetown, 
Fredericton. It has been suggested that those 
here, affected materially by the _ freight 
changes, should utilize pool car. services. 
There is insufficient volume from Halifax to 
warrant pool car services. 


It should be pointed out that raw peanuts 
cost us over 1 cent per pound more in Halifax 
than in Montreal due to additional freight. 
This is a volume item and this discrepancy 
affects our position on this very competitive 
line. 


RECOMMENDATIONS 


Even if time permitted, the writer does not 
pretend to have the. answers to these basic 
transportation problems, 


It is encouraging to note that all aspects of 
the problem are being studied by the Com- 
mittee and that the interested agencies from 
this area are attempting to co-ordinate their 
efforts. There has never been a proper re- 
gional approach and perhaps the dynamic 
leadership that was applied to the armed ser- 
vices can be extended to the transportation 
field. 


Perhaps the answer lies in consolidation 
and subsidization not only of the transporta- 
tion industry but the establishment of a glass 
works in Atlantic Canada. The Department of 
Trade and Commerce is respected interna- 
tionally for the services they are providing, 
but it seems they have never extended their 
efforts to the transportation aspect. Even 
today if there was a co-ordinating agency that 
could plan and time the import and export of 
cargo so that sufficient tonnage was available 
per call to compensate the carrier and to pro- 
vide importers and exporters with some sem- 
blance of service, this would assist the area 
greatly. 

Respectfully Submitted 


Export and Traffic Manager 
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SAINT MARY’S UNIVERSITY 
Halifax—Canada 


DIRECTOR CATHOLIC IMMIGRATION 
BUREAU 


CATHOLIC PORT CHAPLAIN 
February 12th, 1968 


The Honorable Paul Hellyer, M.P. 
Minister of Transport 

Parliament Buildings 

Ottawa, Ontario 


Re: Transportation of Immigrants and Ref- 
ugees from Port of Halifax 


Honorable Sir: 


Although the Parliamentary Transporta- 
tion Committee will come to Halifax to study 
possible revisions to Maritime Freight Rates 
and consider broader question of transport 
development, may we ask it to inquire into 
the Railway Passenger Service given our 
returning citizens and residents and particu- 
larly immigrants and refugees. 


Upon arrival in Halifax in 1957 to look 
after these new-comers, I found that those 
who came from Mediterranean countries 
(Greece, Italy, Israel) had to travel in the 
“colonist’”? wooden-unupholstered seats used 
by the harvesters in the early decades of the 
century, whilst those coming from Europe 
(north) rode in modern coaches in the for- 
ward part of the train or had “Special Train” 
fully equipped with compartments, berths, 
roomettes and latest coaches. 


The harvester wooden-coaches dubbed 
“Cattle-cars” by railway employees were con- 
verted or destroyed as immigration declined. 
The introduction of air-conditioned coaches 
five or six years ago, gave rise to a new but 
very serious problem and conditions which 
your Committee may solve and clear. 


By policy and regulation of the Canadian 
National Headquarters, “no special train may 
be set up in Halifax unless there are 200 
revenue passengers”. When the number 217 
was reached our Bureau was informed that 
the total had been raised to 250 with the 


possibility of 300 later. Children under five — 
years do not count though they are included — 


on the regular trains. 


A brief summary of conditions in October 
1967: 


Arrival Oct. 8, 67 10.30 pm. “Queen Anna 
Maria” Haifa, Athens, Naples, Lisbon 
(12 days) 

Departure Oct. 8 12.30 noon. Ocean Limited 
train to Truro where coaches waited 
three hours. 214 passengers. Held up 17 
hours. 


Arrival Oct. 9 3.30 pm. “Cristoforo Colom- 
bo” from Trieste, Venice, Athens, Naples 
(12 days). 


Departure...-Oct.....10...;6.15....pm.,,.,of 4.298 
passengers—26 hours after arrival. 

Arrival Oct. 23 9.30 pm. “Queen Frederica” 
from Athens, Messina, Palermo, Naples. 


Departure Oct. 24 6.15 pm. by Scotian—21 
hours after arrival. Passengers 160. 


Comfortable dormitory accommodation was 
offered to women and children. Men slept in 
coaches. Many mothers were obliged to stay 
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in coaches because their children would not > 


leave their fathers. We must remember too, 


that on landing-day the vaccination is most 


effective but very painful, requiring the Im- 
migration Doctors’ care, especially to infants. 


To the above summary may we submit — 


other reasons and information for better 


train-service? 


—According to Italian Consul’s reason, these 
people have as much if not more right to 
board regular trains. They have a longer 
distance to cover, to Montreal, Toronto, 
Winnipeg, 
they have not fully recovered from 
a long twelve days’ voyage over rough 
seas. 


Calgary and Kitimat B.C.— | 


—They have paid for much extra baggage © 


and express charges, and perhaps railway 
fares due to overstay in Immigration 
Quarters. 


—They are anxious to settle down, hand- 
icapped through ignorance of language 
and open to over-charging. 


| 
| 
| 
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—According to a former Minister of Immi- 
gration they save Canadians from $643,- 
000,000 in taxes, for each child and 
grownup has a mouth to fill three times a 
day, has need of clothing, shoes and 
other necessities, but particularly newly- 
built homes which employ many men’s 
labor to erect, new schools, new indus- 
tries and resources of distant mines. 


—tThe special train would mean more man- 
power and decrease of unemployment, 
the cancellation of “WOV” (without visa) 
entry via New York, i.e. more passengers. 
Is not the Canadian National service in 
the Maritimes subsidized by Parliament? 


FIRST IMPRESSIONS ARE THE 
MOST LASTING. 


From the first days of immigration groups 
in Canada, the old fathers and mothers have 
remembered the “Cattle-car” days and the 
discomforts they endured. Will not the pres- 
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ent day refugee remember the hours he 
spent in idleness in the immigration halls? 


I think that all I did for these people was 
appreciated. The customs’ officials and those 
who helped these people were impressed by 
their gratitude as they lifted and kissed the 
hands of all. 


Your committee’s solution of this railway 
problem will be also appreciated for years by 
future new-comers to Canada though you will 
not be around for the hand-kiss. 


A final plea—as you look around Parlia- 
ment how many members of ethnic origin do 
you not find? and in your Committee? 


With appreciation of your work and the 
expected satisfactory solution of this immi- 
gration problem. 


Yours sincerely, 


(Rev.) Leo Burns, S.J. 
Director of Catholic Immigration 
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APPENDIX A-5l 


GUILDFORDS LIMITED 
Head Office Burnside, Dartmouth, N.S., P.O. Box 609 


February 12th, 1968. 


Nin Be Vy Nirr, 


Clerk of the Standing Committee on 
Transport and Communications, 


House of Commons, 
Ottawa, Ontario. 


Subject: Brief on New LCL Freight Rates 


Dear Sir: 


As we are manufacturers and a distributing 
firm serving the four Atlantic Provinces with 


To Moncton, N.S. 
Sydney, N.S. 
St. Jonns. .Nid. 
Grand Falls, Nfid. 


Sait OlMIN MNclse Shyer ment lepeans ss 


NEW RATES 


On a shipment of 35 cartons of Purlboard 
the cubic feet would be 16x35 or 560 cubic 


eccececeeveceee ee 


eeceevcevereeerev ee 


‘© {4 0) 16, 6 ‘0, 8: & ‘ee 


building and allied construction materials it — 
is of great concern to us the recent increases ~ 


on LCL freight rates. Most of our materials 
being light in weight and being charged on 


a cubic foot rate we are being penalized as 


the following figures show. 


OLD RATES PRIOR TO SEPTEMBER 5/68. 


On a shipment of 35 cartons of Purlboard the 
weight would be 35 x 45 lbs. or 1575 Ibs. 
from Dartmouth, N.S. To the following desti- 
nations the rate would be: 


ws S75 bSHOtS.38/C $ 53.24 
ae Livrat Cet, SOE 78.91 
tle vie 8 Ronde ote 114.19 
a Bon kee We GO © 95.13 
sie Pi ea 60.16 


feet, we now must pay 560 x 10 or 5600 lbs. 
from Dartmouth, N.S. to the following desti- 
nations: 


NEW RATES 


To Moncton, N.B. 
PSVCICY nN oe, eetusickn eave eteas 
OMI S wINELC. “gar Waiy «is eas | 
Grand Walls Nid: sna. ses tad 
Saite JSON WIN bya shone ee eel 


eoeoeevorvenee 


As we produce some 3,000,000 bd. ft. of 
different building materials as above this 
amounting to some 15,625 cartons, over half 
of which are shipped by LCL means you can 
see that we will be penalized with great in- 
creases which we cannot absorb and would 
have to be passed on to the consumer. This 
in turn adds greatly to the inflation and 
economy of our Atlantic Provinces. We trust 
that you will see fit to make adjustments so 
that people like ourselves will not be pen- 


@ 1.19/C 


$ 66.64 + 25.1% increase 


1.52/C ssioe eo 3 
2.91/C 162.96 + 42.71% © ” 
” 2.40/C 137.76 + 448%  ” 
1.19/C 66.64 + 108% ” 


alized because of lightweight shipping com- 
modities. 
Yours very truly, 


GUILFORDS LIMITED, 
A. D. Guildford, 
President. 
Cig, 
His Worship Mayor Roland Thornhill, 
Dartmouth 
Mr. R. W. Manuge, I. E. L. 
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APPENDIX A-52 


BRIEF 
submitted by the 


CORNER BROOK CHAMBER OF 
COMMERCE 


to 


THE STANDING COMMITTEE OF THE 
HOUSE OF COMMONS ON 
TRANSPORT AND COMMUNICATIONS 


Gentlemen: 


Being islanders makes the people of New- 
foundland probably more aware of the types 
and the quality of their transportation 
facilities. 


As Corner Brook is the distribution centre 
for Western and Central Newfoundland, our 
awareness is even more acute. We are aware 
for example that the present port facilities 
are inadequate to an unbelievable degree. 
When you consider that Corner Brook is a 
seaport that is open year round and that the 
gross tonnage handled is the highest on the 
island, then you would expect harbour facili- 
ties of a comparable quality. The fact is, 
however, that our harbour facilities are woe- 
fully inadequate and, in fact, hazardous. 


inv ithis shall 
following: 


Brief we mention the 


1. Corner Brook Harbour Development 
2. Equitable freight rates 


3. Canadian National Railway Passen- 
ger Service 


4. Improved Air Canada Equipment 
and Schedules. 


Corner Brook Harbour Development 


On 3 August 1964, the Corner Brook Cham- 
ber of Commerce presented a Brief to the 
then Minister of Transport, the Honourable J. 
W. Pickersgill, entitled “The Urgent Need for 
Improved Docking and Freight Handling 
Facilities at the Port of Corner Brook, New- 
foundland”’. As a result, in 1965 the Federal 
Department of Public Works engaged 


McNamara Engineering to prepare an engi- 
neering survey. The survey was completed in 
December 1965. To date, the only word which 
we have received from the Department in 
Ottawa as to progress in the implementation 
of the McNamara study is an appropriation in 
the 1968 estimate of $200,000.00 titled “To- 
ward Harbour Development”. Conditions on 
the waterfront have deteriorated since the 
Brief was presented—in fact, time has made 
Harbour Development a cogent necessity for 
this community. 


Since this Chamber has placed the highest 
priority on Harbour Development and since 
the 1964 Brief is, in our opinion, still the 
definitive report on the need for improved 
harbour facilities, we include the complete 
Brief—“‘Submission to the Minister Honoura- 
ble J. W. Pickersgill Minister of Transport in 
the Government of Canada with Respect to 
The Urgent Need for Improved Docking and 
Freight Handling Facilities at the Port of 
Corner Brook, Newfoundland”’. 


The Chamber of Commerce of the City of 
Corner Brook hereby applies to the Minister 
of Transport of the Government of Canada 
for a comprehensive engineering study of the 
Port of Corner Brook, with a view of assess- 
ing its present and future needs in relation to 
the economy and development of the West 
Coast of the Province of Newfoundland. 


The Chamber strongly feels that such a 
study is urgently required at the present time 
because: 


—the Corner Brook Harbour is the only 
major deepsea port in Western New- 
foundland and forms and essential factor 
in the economic life of the area; 


—the Harbour growth has not kept pace 
with the development of the City of 
Corner Brook and surrounding areas; 


—its facilities are obsolete, inadequate, haz- 
ardous and uneconomical to operate. 


—there is no functioning body in authority 
to govern and control the functioning of 
the Port and integrate its operation with 
the economy and development of the 
City. 
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In what follows, we shall elaborate on and 
substantiate the above points. 


1. The Port of Corner Brook 


The port of Corner Brook is located on the 
South Shore of Humber Arm. The Arm is a 
deep-water, sheltered, 14 mile wide inlet, 
extending about 21 miles inland from the Bay 
of Islands. The waterfront extends 6 miles 
from Humbermouth at the head of the Arm 
to the township of Curling, adjoining and 
amalgamated with the City of Corner Brook. 


The central, main section of the waterfront 
adjoins the Bowater’s Newfoundland Limited 
paper mill in Corner Brook proper. 


The Port is known for its excellent shelter- 
ing characteristics under all prevailing winds, 
deep water and ample berthing and manouv- 
ering space. It is kept open as a year-round 
harbour by a moderate use of ice-breakers in 
severe winters. These characteristics should 
make it attractive as the major port on the 
West Coast of Newfoundland. 


It is of paramount importance to the econo- 
my of not only Corner Brook but large sur- 
rounding areas as well. 


The City of Corner Brook has grown up 
around the pulp and paper industry and con- 
tinues to depend heavily on Bowater’s New- 
foundland Limited for employment for a 
large segment of its population and municipal 
revenues. The mill cannot function without 
the harbour to export its products and bring 
in the raw products. 


Other major industries located in Corner 
Brook such as the plants of North Star Ce- 
ment and Atlantic Gypsum Limited, also 
require efficient harbour facilities for their 
operations. 


The bulk of the general cargo consumed by 
Corner Brook and surrounding areas is 
brought in by water. With the continuing 
growth and expansion of Western Newfound- 
land, for which Corner Brook is the main 
supply and distribution centre, the signifi- 
cance of the Harbour is self-evident. To illus- 
trate this point further, we show below a list 
of shipping and transportation Companies 


using the Port for the landing of general 
cargoes: 


Canadian National Railways, North Syd- 
ney and Coastal Services. 
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The Clarke Steamship Company Limited, 
Montreal. 


Karlsen Shipping Company Limited, 
Halifax. 


Blue Peter Steamship Limited, St. John’s. 


Furness, Withy and Company Limited, St. 
John’s and Liverpool, England. 


Enterprise Martins Company Montreal— 
Agents for direct sailings from Ger- 
many, Belgium and Holland. 


2. Growth Pattern 


Since confederation, Western Newfound- 
land in general and Corner Brook in particu- 
lar have experienced a considerable expan- 
sion in their economies. New industries have 
been brought into the area and the population 
has increased considerably. The demands for 
new goods and services to be provided have 
increased proportionately. 


The opening of the Trans Canada Highway 
and extension and improvements to the 
secondary highway network have turned 
Corner Brook into an increasingly important 
supply and distribution centre. It now ser- 
vices not only the West Coast of Newfound- 
land, but also the rapidly growing new min- 
ing communities on the Baie Verte and Great 
Northern Peninsulas as far as St. Anthony. 


This trend is expected to continue in the 
future, reflecting the efforts of the govern- 
ments of Newfoundland and Canada to stimu- 
late further an already impressive industrial 
development. It was commented on by Proj- 
ect Planning Associated Limited in the 1962 
Municipal Plan of the City of Corner Brook 
from which we quote as follows: 


“As a distribution and transportation cen- 
tre, however, Corner Brook appears to be 
increasing in relative importance. A new 
oil storage area is planned in addition to 
three existing tank farms. There has late- 
ly been a considerable demand for small 
warehousing facilities for wholesalers and 
manufacturer’s agents’’. 


In the following table we show some statis- 
tical data to illustrate the economic expansion 
of Corner Brook and surrounding areas. 


o ei ee a a es 
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STATISTICAL DATA 


City 1964 Past 

Population, Corer Brooks os secs cus 28,000 12,000 (1945) 
Population surrounding areas services 

by Port of Corner Brook 129,640 97,920 (1951) 
City Expenditures (per year) ...... $ 1,635,000 843,000 (1956) 
City Business Tax (per year) 172,000 61,000 (1956) 
Vehicle Permits (per year) ........ 16,000 8,000 (1956) 
Building Permits (per year) ...... 5,600 413 (1956) 
Per Capita Income, Nfld. average 

i ty Ok REPO cts orete ena igre 2,645 1,342 (1951) 
CTTViSe PROCITE rae ee sue are ein las $27,980,000 9,719,000 (1951) 

Harbour 
SATE a 2 LOT OS os lent dc aie ec cuals phe 392,000 382,000 (1951) 
1 REET s (yo RR ae pe eee, a me ee ep 888,000 469,000 (1951) 
ES Le AI al eas. nuke dh bl 1,280,000 851,000 

Shipping companies berthing in 

Corner Brook regularly (not 

including ships owned and on 

Charter to Bowater’s) ........ 7 3 
Number of ships passing through 

CUSCOINS SANE ie ts theta eg ene 728 370 (1953) 
For Total Net Registered Tonnages 

eevee apie el Aah gad Sey da 907,000 615,000 (1953) 


The economic expansion has put new 
demands on the Harbour facilities, which are 
not able to cope with them. It should be 
noted that the majority of the harbour instal- 
lations were built from 1926 to 1930 and since 
then there have been no major capital expen- 
ditures on the general cargo and public docks. 


Because these facilities have not kept pace 
with the growth of the area, they have 
become congested and inefficient to operate. 
They are also physically deteriorated. This 
condition has already had an adverse effect 
on further growth of the City by: 


—increasing the cost of cargo handling 


_ —resulting in diversion of harbour traffic to 
other ports 


—stifling of interest by new industries to 
locate in the Corner Brook area. 


Lack of suitable waterfront facilities has 
also an adverse effect on the potential tourist 
trade. For example, inquires about accommo- 
dations for summer cruise ships have had to 
be answered negatively due to non-availabili- 
ty of berthing facilities. 


3. Waterfront Conditions 


The central section of the existing Corner 
Brook waterfront consists of Bowaters and 
Western Terminals docks and the C.N.R. 
wharf. Both Bowaters and Western Terminals 
docks are timber docks on timber piles struc- 
tures built in the 1920’s. The C.N.R. Wharf is 
a modern, concrete structure on concrete 
piles. Completed in 1962. 


The Bowater docks are used exclusively by 
the Mill. The C.N.R. Wharf is used by the 
coastal vessels and is not open for use by 
commercial firms. Thus the only public gener- 
al cargo facilities are the docks operated under 
lease from Bowaters by Western Terminals 
Limited. These wharves, which are not even 
public in a strict sense, inasmuch as they are 
owned by the Bowater Company, are present- 
ly inadequate for the volume of cargo passing 
through them. 

The terminal does not have adequate ve- 
hicular access and is not equipped with rail- 
way siding. The berthing aprons are too nar- 
row and by today’s standards structurally in- 
capable of utilizing modern cargo handling 
methods. Due to inadequate warehouse storage 
capacity, cargo has to be stored in the open, 
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adding to the apron congestion and preventing 
the efficient use of mechanized equipment. 


The warehouses are too small, congested 
with goods and have no ramps for rapid load- 
ing of trucks. Due to the lack of space, the 
incoming cargo is difficult to sort out by con- 
signees resulting in delays and frequent need 
for double handling. The warehouses are usu- 
ally crammed to capacity with minimum 
space left for the aisles. They operate all year 
round at their capacity of approximately 1,000 
ton week. Because they are not able to handle 
more, the tonnages have remained uniform 
over the years and have not kept pace with 
the increasing demands. 


Another factor which impedes port develop- 
ment is the complete lack of dock-aid and 
heavy lift equipment. 


Large ships cannot berth at the Western 
Terminals wharves due to insufficient water 
depths which vary from 13 to 22’. This fact 
deprives the Port of Corner Brook of econom- 
ic benefits accruing by shipping cargoes in 
large quantities. 


At the present time these conditions result 
in excessive costs of cargo handling and 
breakage claims. These costs are of necessity 
passed on to the consumer with a detrimen- 
tal effect on the cost of living. 


The construction and conditions of the 
waterfront structures are such that they pre- 
sent a fire hazard and cause a grave anxiety 
regarding their safety. All of the old docks 
and sheds are of combustible timber construc- 
tion, and dock piles coated with oil and tar. 
Furthermore, the congestion at the waterfront 
would not permit a rapid deploy of fire 
fighting equipment in extinguishing a local- 
ized fire. 


Such a fire could develop into a major 
disaster which might wipe out a large part of 
the Port due to the concentration of docks in 
one area. 


Within the past few years, fires at similarly 
constructed wharves in St. John’s and Bot- 
wood have had a crippling effect on port 
operations. They are to us a grim example 
and reminder that a waterfront fire in 
Corner Brook could destroy facilities on 
which the whole community depends so 
heavily. 


The ships’ gear can handle lifts up to 5 tons 
only and a rented mobile crane is employed 
for heavier lifts. This crane, however, has a 
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limited capacity and furthermore can be used 
on the C.N.R. Wharf only, as other docks are 
too weak to carry its weight. 


Loads over 25 tons cannot be handled at all 
and are therefore, lost to other ports of 
transportation. 


4, Port Authorities 


There is a pressing need for setting up a 
functioning authority to govern the operation 
of the Port and plan its development in co- 
ordination with the already approved matter 
plan for the City of Corner brook. 


At present there is no Harbour Commission 
in charge of the Port. A measure of control is 
exercised by Bowater’s Company, through the 
office of their Marine Superintendent. This, 
however, is a care-taker arrangement of con- 
venience only. The office has no authority 
over other organizations connected with the 
Port, such as the Humber Pilotage Associa- 
tion, the Shipping Master, Canada Customs 
and the Port Doctor. 


The current chaotic conditions at the water- 
front can be largely attributed to the lack of 
a governing body and co-ordination between 
the various users of the Port. 


Well defined, authoritative controls are now 
long overdue to develop a long-term plan for 
the Harbour and integrate it with the City 
Plan to meet together the water, rail and 
highway transportation facilities. 


Equitable Freight Rates 


On September 5, 1967, a railway freight 
structure was introduced to the Atlantic 
Provinces which was subject to considerable 
criticism. On 9 November the Minister of 
Transport announced. 


(1) That the C.N.R. and C.P.R. intend to 
make formal application to the Canadian 
Transport Commission to withdraw the 
present class rates (and presumably the 
non-competitive commodity rates) on less 
than carload shipments moving within 
the Atlantic Provinces, and out of the 
Atlantic Provinces westbound; and 


(2) That the railways propose to substi- 
tute the present western rate scale for 
less than carload freight moving within 
the Atlantic Provinces as amended to 
reflect reductions under the Maritime 
Freight Rates Act. 
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Subsequently, the Maritime Transportation 
Commission made a submission to the Minis- 
ter of Transport, asking 


(1) That the reduction in intra- 
Maritime rates referred to in the Minis- 


ter’s announcement of 9 November be 
implemented at once; 


(2) That the railways be required to 
withold their application to cancel the 
existing less than carload freight rates, at 
least until a new regional transportation 
policy is developed and implemented; 


(3) That the so-called density rule be 
‘reduced from one cubic foot equalling ten 
pounds to one cubic foot equalling five 
pounds; and 


(4) That immediate steps be taken to 
extend the Maritime Freight Rates Act 
subsidies to other forms of transport. 


We have also been informed that the Mari- 
time Transportation Commission will be sub- 
| mitting a Brief to this Committee. As far as 
freight rates and subsidies are concerned, we 
feel that they will be able to present more 

knowledgeable information that we can at 

this time-—considering the time that we were 
given to research and prepare these Briefs. 

| 

| 


Canadian National Railway Passenger Service 


This service has been an essential part of 
| the transportation system of Newfoundland. 
The completion of the Trans Canada Highway 
coupled with the low standard of the rail- 
Way service has undoubtedly resulted in the 
Newfoundland Railway Service operating ata 
deficit. However, we fully support the sub- 
mission made by. the Government of New- 
foundland requesting that the rail-passenger 
service be operated in conjunction with the 
proposed bus service until 1970. This will 
give all parties concerned the time to study 
the comparative value of each of these ser- 
vices both from a profitability factor as well 
as passenger service factor. 


This Chamber does find it rather incongru- 
| ous that the C.N.R. has been expanding and 
modernizing its passenger services in Main- 
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land Canada and at the same time attempting 
to stop rail passenger service in Newfound- 
land. We are quite willing to being submitted 
to an experiment such as the Rapido Service 
now operating between Quebec City, Mont- 
real and Toronto. 


Air Canada Service 


The winter schedule of Air Canada present- 
ly has two fiights daily both Eastward and 
Westward. Our complaint is not about the 
service provided by Air Canada—although we 
feel that the substitution of Viscounts for 
Vanguard aircraft on two flights is a back- 
ward step—but about the schedule. Flight 333 
departs at 9:55 A.M. and arrives at Halifax at 
11:45 A.M.—incidently this flight goes on to 
Boston. Then passengers going to points in 
Canada beyond Halifax, must wait until 1:35 
P.M. Returning from Central Canada we have 
two flights—flight 510 departs at 12:45 
P.M. Our complaint is directed against flight 
510 which departs from Montreal at 1:35 A.M. 
and arrives in Stephenville at 8:00 A.M. In 
addition to having to fly all night, this flight 
is frequently late in departing and we suggest 
that the handling of the heavy freight load is 
a contributing factor. Finally this Chamber is 
opposed to any regional air policy that would 
mean the replacement of Air Canada service 
in Stephenville by a regional carrier. We feel 
that. this change would only further dispoint 
travelling schedules between Western New- 
foundland and the Mainland and would likely 
mean a further deterioration in service. 


Summary 


Of the four transportation problems enumer- 
ated in our Brief, we feel that the most 
urgent and necessary to the City of Corner 
Brook is the Harbour Development. Without 
it, Corner Brook will lose its position as the 
seaport and port of entry to the West Coast of 
Newfoundland and its deterioration will mean 
that the City will stagnate and that a fine 
natural harbour will be wasted. 


Dated at Corner Brook, Newfoundland, this 
twentieth day of February A.D. 1968. 
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APPENDIX A-53 


SUBMISSION 
by 


PRICE (Nfld.) PULP AND PAPER 
LIMITED 


14th March, 1968 


HISTORICAL 


The Company is engaged in the manufac- 
ture of newsprint and unbleached sulphite 
pulp at Grand Falls, Newfoundland. Produc- 
tion started in 1909 with an initial capacity of 
30,000 tons per annum. Heavy capital expen- 
ditures in new paper machines and the 
rehabilitation of some of the older machines 
have increased production to approximately 
275,000 TPA with an average daily capacity 
of about 800 tons. The Company recently 
decided to replace four of its oldest paper 
machines with a modern, high speed unit 
which cost $20 million to install. 


CORPORATE STRUCTURE 


Prior to 1965 the Company operated in 
Newfoundland as the Anglo-Newfoundland 
Development Co., Ltd. Since 1961 the Compa- 
ny has been a subsidiary and integral part of 
The Price Company, Limited, with Head 
Office at Quebec, P.Q. This merger created 
Canada’s fifth largest group of pulp and 
paper manufacturers, ranking fourth in the 
newsprint field, and producing annually 10 
percent of the national output. 


CONTENT OF SUBMISSION 


While the Company is directly or indirect- 
ly involved in all phases of transportation as 
they affect the Province, it is the intention of 
this submission to deal specifically with trans- 
portation as it affects pulpwood procure- 
ment. Regarding such matters as general 
ocean, rail, and air services, it is the Compa- 
ny’s opinion that these matters can best be 
dealt with by the Newfoundland Board of 
Trade and other organizations in the commer- 
cial community which are more closely 
associated with those services as they affect 
the Province as a whole. 


GENERAL CONSIDERATIONS 


Almost all of the Company’s newsprint 
production is sold on foreign markets in com- 
petition with local producers and/or other 
Canadian and foreign manufacturers. Our 
current markets are in the U.S.A., United 
Kingdom, Latin America and Australia. 


Our ability to compete in such markets 
depends upon the production of quality news- 
print and its delivery to press rooms at a cost 
reasonably below the market price. In this 
respect, the economic production and trans- 
portation of fresh pulpwood to the mill at 
Grand Falls is a most vital factor. 


In recent years the Company has found it 
necessary to spend large amounts annually on 
a continuing program designed to change the 
seasonal nature of its logging operations with 
a view to improving newsprint quality 
through the utilization of fresh wood. The 
continued success of this program is depend- 
ent upon the efficient overland movement of 
pulpwood to the mill at competitive cost. 


Concurrently with this program of 
improvement in the pulpwood procurement 
phase of production, the Company has con- 
tinued its long-term policy of overall plant 
modernization and expansion. Again, the 
emphasis here is on production of a quality 
product at the lowest possible cost. 


—— 


In spite of these recent improvements, | 


there is no doubt that the Company is operat- 
ing in a less favourable geographic and 
economic environment than much of our com- 
petition (see Exhibit A). Some of the dis- 
advantages include: 

(1) The relative shortage of social capi- 
tal, especially in the area of public road 
development and standards; 

(2) Low pulpwood volumes per gross 
acre of timber limits and per tree which 
have a direct effect on logging costs; 

(3) Mill location away from direct ship- 
ping facilities; 

(4) Geographic isolation from sources 
of equipment and supplies. 


It is acknowledged that the environment 
for industrial development in Central New- 
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foundland has much improved in recent 
years. The provision of additional electrical 
energy has made the greatest contribution 
and while the public road system has also 
improved substantially, much still remains to 
be done. 


PULPWOOD PROCUREMENT 


During 1967 a total of 358,246 cords of 
pulpwood were delivered to the mill at Grand 
Falls by the following methods: 


(1) Truck haul to driveable streams 
coupled with river drive to mill: 194,808 
cords or 54.4 percent of production over a 
maximum delivery distance of 125 miles. 


(2) Truck haul direct to mill: 137,155 
cords or 38.3 percent of production over 
an average hauling distance of 26 miles 
ranging from 17 to 75 miles. 


(3) Truck haul to driveable streams 
coupled with river drive to railhead, and 
rail haul to mill: 26,283 cords or 7.3 per- 
cent of production; rail distance 88 miles, 
total average distance 115 miles. 


currently just over 50 miles. This would in- 
crease if through further improvement in the 
area of transportation it became economically 
possible to harvest wood from presently in- 


| 
| 
The overall average delivery distance is 
| accessible timber limit holdings. 


In this industry profitable operation depends 
to a large extent on the solution of the prob- 
lems involved in the production and move- 
ment of pulpwood over relatively long dis- 
tances. In Newfoundland, as_ previously 
| indicated, these problems are generally much 
more acute than elsewhere because of the 
nature of our forests and the relatively 
“underdeveloped highway systems compared, 
_ for example, with Canada and the U.S.A. 


Until recent years river driving was used 
exclusively for either direct delivery to the 
mill or as an intermediate transportation 
method for practically all our wood require- 
ments. From the foregoing figures it is obvi- 
'ous that it is still an important means of 
| delivery from certain areas. However, the 
relative economics of this system are con- 
stantly under review. 


Truck transport permits a continuous flow 
of wood, compared with the seasonal move- 
-ment inherent in river driving and offers 
several advantages over the latter, including: 


| 
i 
(1) Less working capital tied up in 
wood inventories. 
i 27695—11 


| 
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(2) No intermediate handling 
therefore less cost in this area. 


and 


(3) No deterioration of wood fibre in 
transit. 


(4) Elimination of wood loss through 
sinkage and other factors inherent in 
river driving. 


In short, in this very competitive industry, 
it is essential that the volume of direct 
stump-to-mill delivered wood be increased to 


the full extent allowed by highroad 
accessibility. 
RECOMMENDATIONS 


In an economy absolutely dependent on 
export markets, and deficient in social capital 
facilities, it is mecessary that direct and 
indirect forms of Federal Government assist- 
ance be employed to insure that this Prov- 
ince’s economic pace is accelerated. In this 
respect the provision of low cost transporta- 
tion is essential. 


Because of the transportation problems 
peculiar to Newfoundland, we feel that it is 
in the National as well as the Provincial 
interest for the Federal Government to take 
the following important steps: 


(1) Assure continuance of the provi- 
sions of the Maritime Freight Rates Act 
as a minimum subsidy and _ consider 
increasing this subsidy in Newfoundland. 


(2) Extend the provisions of the Mari- 
time Freight Rates Act to include other 
modes of transportation. 


(3) Provide funds for the development 
of an adequate system of all-weather 
trunk roads and secondary roads to ena- 
ble presently inaccessible pulpwood 
resources to be fully developed. 


We submit that Federal assistance in these 
areas is necessary for the development of 
locations that suffer from the disadvantages 
of geographic isolation and scattered 
populations. 


Price (Nfid.) appreciates this opportunity to 
express their views on the very important 
subject of transportation, and look forward 
with anticipation to your recommendations as 
they especially apply to Newfoundland. 


Respectfully submitted, 
Price (Nfid.) Pulp and Paper 
Limited 
Secretary-Treasurer. 
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Exhibit A 


Comparison of a Transportation Cost in New- 
foundland and Quebec 


The Price Company recently installed two 
identical newsprint machines, one at Alma, 
Quebec, and the other at Grand Falls, New- 
foundland. The machine at Alma was comp- 
leted in the Fall of 1967 and the one at Grand 
Falls at the beginning of 1968. Except for the 
construction steel which came from Nova 


Scotia for the Grand Falls mill, and from 
Quebec for the Alma mill, the source of 
equipment and material was the same in both 
cases. However, the cost of transporting all © 
equipment and material from source to con- 
struction location was as follows: 


Grand Falls, Newfoundland .... 432,415.08 
Alma>«Quebee dic? bowereiiain a cy 202,309.13 
Difference ovc.\APORAGR. SPs: $230,105.95 
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APPENDIX A-54 


BRIEF BY 


ANNAPOLIS VALLEY AFFILIATED 
BOARDS OF TRADE 


Mr. Chairman, and Gentlemen: 


We appear before you today to impress 
upon you the urgent need for modernized 
ferry service between Western Nova Scotia 
and the Province of New Brunswick. 


The contents of this brief have been unani- 
mously approved by the executive councils of 
the governments of Nova Scotia and New 
Brunswick. 


This brief represents the total attitude and 
support of government on the provincial and 


/local level throughout both procinces in addi- 
tion to that of the Maritimes Transportation 


| 
| 
| 
| 


| 
| 


; 


| 
| 


Commission, Boards of Trade, Chambers of 
Commerce, Industry, Business, Labour Or- 
ganizations, Tourism and citizens throughout 
the provinces of Nova Scotia and New 
Brunswick. 


The Government of Canada is aware of the 


historic association that has linked these two 


areas in the atlantic Provinces as a natural 


trading community of people, of the economic 
‘interdependence and of the social and cultur- 
al interchange that has been shared by both 


Southwestern Nova Scotia and New Bruns- 
wick. The importance of this service to 


‘Canada has been well established during war 
time. 


Tradition has further established that the 


only direct and logical link between these 
regions is the crossing of the Bay of Fundy or 


the Digby-Saint John Ferry Service. 


“THE NOVA SCOTIA POSITION 


A glance at the map of Nova Scotia will 
show that the South-western area of that 
province is almost an island and that, lacking 
water transportation, a long detour by high- 
way to Eastern Nova Scotia and New Bruns- 
wick is involved in shipping its producers to 


market. Under presently existing transporta- 


tion conditions the investment now being 

‘made by the Federal Government in estab- 

lishing the Kejimkujik National Park, the 

entrance to which is located approximately 
27695—11} 


thirty miles from the Port of Digby, will be 
almost impossible to be utilized to the fullest 
extent. Therefore, in order to obtain the max- 
imum benefit possible, improved transporta- 
tion facilities are urgently required. The lack 
of a modern, fast ferry service is retarding 
the development of what should be, and 
would be, Nova Scotia’s most prosperous and 
fastest growing area. 


The logical and proper link between this 
area and New Brunswick is, as we are sure 
you realize, the ferry service from Digby to 
Saint John. The present service which has 
been operated for a number of years is com- 
pletely inadequate. The ship makes only one 
return trip per day, operating only six days 
of the week. It is completely unable to handle 
bulk carload shipments; it is of only limited 
value to the tourist trade. Small freight and 
express shipments and packaged carload 
quantities are handled on the ship, but costs 
are high due to excessive handling, and 
delays more than offset the advantages that 
should exist over such a short route. This 
situation is one of the reasons for the retard- 
ed economic development of the area and 
proof of this statement is to be found in the 
fact that very few of the new industries being 
located in Nova Scotia during recent years 
have come to Western Nova Scotia, despite 
all federal incentive programs. The problems 
of transportation into and out of the area, as 
they now exist, are unreasonable. 


People in Western Nova Scotia have been 
awaiting impatiently for more than ten years 
believing that the terminal at Digby was to 
be modernized. In point of fact, however, the 
years have gone by and nothing has been 
done. The patience of the people is becoming 
exhausted and they are beginning to lose 
faith and confidence in the future of the area 
unless adequate transportation is provided. 
This lack of confidence has a depressing effect 
on business and investment and thus a tre- 
mendous potential which could be derived 
from the character of the people in Western 
Nova Scotia, and from the otherwise favoura- 
ble geographical conditions, climate, soil, 
fishing ports, and so on, will not fully be 
developed until better transportation facilities 


are provided. 
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THE NEW BRUNSWICK POSITION 


The New Brunswick representatives sup- 
porting this brief maintain that a modern Bay 
of Fundy Service is vital to the industrial 
expansion of the Province of New Brunswick 
as a whole and specifically its major growth 
center—Saint John. The problem of regional 
distribution—under existing. transportation 
handicaps and shipping costs, almost prohibit 
the consideration of the potentially important 
markets of Southwestern Nova Scotia within 
the marketing program of new industry inter- 
ested in locating in New Brunswick. 


Existing industry in Southern New Bruns- 
wick has long been under a competitive 
handicap in the distribution of their produc- 
tion into Southwestern Nova Scotia and 
beyond because of the inadequate existing 
ferry service and its failure to provide fast 
and more frequent service. 


The natural trading, shopping and business 
advantages of both areas bordering on the 
Bay of Fundy has long been penalized to the 
detriment of both Nova Scotia and New 
Brunswick. A modern, multiple daily service 
across the 40-mile Bay would stimulate and 
enhance these mutual benefits. 


Tourism in Nova Scotia and New Bruns- 
wick has had a phenomenal growth in recent 
years. This important industry has a dollar 
value estimated at approximately one hun- 
dred and forty million dollars (both prov- 
inces). The potential of the American and the 
Canadian tourist trade is unlimited within 
this area. Traditionally the Digby-Saint John 
Ferry Service has played a significant role in 
this industry to the advantage of both prov- 
inces. This role will only be exploited to its 
full potential by a modern, efficient service on 
a frequent daily-crossing schedule. 


INADEQUACY OF PRESENT SERVICE 
OBVIOUS 


The inadequacy of the present and the 
previous steamships crossing the Bay of Fun- 
dy has been generally evident to all con- 
cerned since the Second World War. Perhaps 
a primary factor related to the economies of 
operation has been the failure of this facility 
to adequately accommodate the varied types 
of traffic including substantial transport vehi- 
cles anda greater number of tourists’ 
motorcars. 


A further deterrent to. successful operations 
has been the outmoded and outdated nature 
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of cargo handling and the antiquated condi- 
tion of dockside facilities including passenger 
terminals on both sides of the Bay of Fundy. 
This we suggest has created a substantial 
detriment to the growth of commerce, indus- 
try and tourism both in the Province of New 
Brunswick and the Province of Nova Scotia. 
It is the contention of those associated with 
this brief that action is imperative now that 
will bring about decisions by the Federal 
Government to proceed at once with the total 
rehabilitation of this service and to allocate 
the required funds to provide new terminal | 
facilities and a modern ferry vessel. 


DUTY OF GOVERNMENT TO RELIEVE 


As has been said so many times, the event 
we celebrated over the past year was intend-. 
ed to tie together the Provinces for mutual 
benefit. The chief incentive offered the unit-. 
ing Provinces was rail connection. Rail con-. 
nection to and from western Nova Scotia can > 
be achieved only by a satisfactory ferry link. 
We respectfully submit, and do not consider) 
ourselves to be presumptuous, that it is the 
duty of the governments to provide this ser- 
vice. Similar service has been provided else- 
where in Canada. 


In presenting this brief before you today, 
we seek complete endorsation of our proposal 
that a completely new and modern Bay of 
Fundy Service be planned at once. The feder- 
al government should now take immediate 
steps to see that a new ferry service is estab- 
lished between Digby, N. S. and Saint John, 
N. B. to accommodate all highway and rail- 
way traffic for present and future needs, 
whosoever the owner may be. The terminals 
should be available in the event of future 
transport requirements related to public 
needs. 


Recent discussions with senior executives 
of the present operating Company have 
indicated that the Company is prepared to 
furnish an improved service between the two 
ports, with acquisition of a modern roll-on, 
roll-off type of vessel. This, however, is 
dependent on suitable arrangements being 
made with the Federal Government for provi- 
sion of new terminal facilities at the Ports of 
Digby and Saint John. 


In addition to the new terminal facilities, 
we believe that the present or alternate 
steamship operators should receive financial 
assistance in the acquisition or construction of 
the new roll-on, roll-off vessel, as well as 
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relief from terminal and docking charges 
which have been levied against this operation 
for many years. We propose that these latter 
charges be waived or substantially reduced in 
order that the deserved service may be pro- 
vided. This in no way establishes a precedent 
for this type of assistance as the waiving, or 
reduction of such terminal charges plus the 
provision of substantial subsidies for private 
operators have long been the practice in con- 
nection with other ferry service operations 
throughcut the Atlantic Region. 


TYPE OF SERVICE 


Required is a multiple daily service on the 
basis of seven days a week on a year around 
schedule providing modern loading tech- 
niques, including provision for the accommo- 
dation of truck and trailer combinations with 
or without power units, containerized freight 
shipments and adequate tourist accommoda- 
tion. The establishment of new docking facili- 
ties and the vessel itself must be so provided 
to care for all present and anticipated 
volumes and character of traffic. A service 
‘similar to that now provided between Cape 
Tormentine, New Brunswick and Borden, 
P.E.I., v7ith the exception of rail-car carrying 
capacity, is the vision of the people of the 
Digby-Saint John area. The crossing must be 
arranged so as to provide the most frequent 
‘service possible. At least two trips per day 
|are absolutely essential at the present time 
, and as traffic and demand increase, so must 
the number of crossings. Competitive rates in 
keeping with the shortest distance involved 
-are essential and should be taken into account 
In determining the amount of financial 
| support. 

} 


RECOMMENDATIONS 


Mr. Chairman, we are here to stress the 
‘economic validity and urgency of this propos- 
ial. We ask the Government of Canada for a 
|definite commitment that arrangements be 
/made immediately to bring about’ the 


) following: 

| facilities be constructed to meet present 
| and foreseeable requirements of the 
| operating company; 
} 


(a) The provision of the necessary mod- 
ern terminal facilities and that such 


(b) The encouragement of the operating 
company to proceed immediately with the 
construction or acquisition of a modern 
vessel providing fully integrated service 
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for the varied traffic that will be handled 
between the Ports of Digby and Saint 
John; 


(c) That the construction of such docks, 
cargo and passenger handling terminals 
be designed so as to provide the facilities 
for a multiple daily service on the basis 
of a seven-day week and on a year-round 
schedule. This is essential to encourage 
the more extensive use of this service in 
the movement of freight cargoes general- 
ly as well as the quicker dispatch of the 
thousands of tourists and their automo- 
biles who would normally avail them- 
selves of such service; 


(d) This brief further proposes that a 
service be fully integrated to accommo- 
date all types of transport and vehicular 
traffic including the carriage of trucks 
and tractor-trailer combinations with or 
without the power units; 


(e) That adequate provision be made 
for the comfort of the travelling public 
including stateroom facilities; overnight 
accommodations, restaurant and other 
amenities demanded today. 


(f That the rate and fare charged to 
the public should be maintained at a 
minimum charge in order to stimulate 
traffic and eliminate the deterrent factor 
of high transportation costs to industry. 
These competitive rates must be economi- 
cally advantageous in order to stimulate 
the potential growth of this area, so long 
deprived of adequate transportation 
facilities. 


Mr. Chairman, on behalf of the delegation 
present, and those whom we represent, may 
we express our thanks for the time given and 
the interest shown in this important subject 
placed before you today. 


C. D. Snow, Digby, Chairman, 
AVABT Transportation Committee. 


February 10, 1968. 


THE GOVERNMENT OF CANADA 
RE: FREIGHT RATES 


The people of Western Nova Scotia are most 
concerned about our economic stagnation. Ex- 
isting industries and business concerns are 
now being handicapped by new freight rate 
structures. Our people depending on farming, 
fishing and fruit industries, are unable to 
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market their produce because government, 
past and present, have failed to look ahead 
and plan for the future by completely neg- 
lecting the transportation needs and costs; a 
basic factor for the well being of the economy 
of Western Nova Scotia and a major factor in 
the economy of our province as a whole. 


The new less than carload freight schedule 
is helping to widen the economic gap between 
the Maritimes and the rest of Canada and if 
these handicaps keep mounting, we here in 
the Western part of Nova Scotia won’t be the 
place for industry. 


It is not a simple matter to point to a 
statute or other authority which contains a 
clear-cut statement concerning our transpor- 
tation rights at the time of Confederation. 
These rights were in more implied terms than 
a written guarantee. 


The only written part was the construction 
of the railway as set out in the British North 
America Act. Our argument has been over 
the years, that coupled with the construction 
of the railway was the promise of a rate 
structure for the needs of our commerce. This 
was given quasi official recognition by the 
Maritime Commission on Royal Claims (the 
so-called Duncan Commission of 1926) when 
it said on page 21 the Intercolonial railway 
was completed in 1876 and it would appear 
from the evidence we have received that 
from then until 1912 the interests of the Mari- 
time Provinces were fairly well safeguarded, 
the freight rate structure being such as to 
take into account the requirements of their 
traffic. The lower level of returns that pre- 
vailed on the Intercolonial Railway system 
prior to 1912 is, in our view, rightly to be 
interpreted as the fulfilment by successive 
governments of the policy and _ pledges 
that surrounded the railway from its incep- 
tion, whatever impressions may have been 
created by the form of its administration. 


After consultation with the Maritime Trans- 
portation Commission our organization sub- 
mitted the following resolution to the Minis- 
ter of Transport. Our position remains 
unchanged. 


WHEREAS the new LCL freight rates 
recently announced by the railways have 
resulted in a substantial increase in the 
costs of transport of goods into and out of 
the Annapolis Valley, 


AND WHEREAS the Maritime Freight 
Rates Act does not apply to incoming ship- 
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ments with the result that the retailers and | 
consumers of this area must bear the full 
brunt of the increased LCL rates, 


AND WHEREAS it is the policy of the 
Government of Canada to encourage e€CO-— 
nomic development in the Marit.me Prov-— 
inces and for this purpose the improvement 
of transport facilities has been given 
priority, i 


AND WHEREAS the substantial increases — 
in LCL rates will have a very detrimental 
affect, not only on outgoing shipments by i 
local manufacturers, but also on the costs” 


of living resulting from increased freight 
rates on all incoming shipments, which will 
tend to defeat the objective of the Govern- 
ment of Canada, 


AND WHEREAS the announcement of 
November 9 by the Minister of Transport 
provides for no reduction in railway non- 
carload rates into or out of the Atlantic 
Provinces, 


THEREFORE BE IT RESOLVED | that 
immediate representation be made to the 
Minister of Transport and other govern- 
ment officials and departments to request; 


(1) railways to reduce the so-called density 
rule from 10 lbs. per cu. ft. to 5 lbs. per 
Curt: 


(2) to maintain existing less than carload 
freight rates; 


(3) to implement as soon as possible reduc- 
tion in the intra-Maritime rates an- 
nounced by the Minister of Transport — 
on November 9; 


(4) to extend the Maritime Freight Rates 
Act subsidies to other transport modes 
as a measure to hold down transporta- — 
tion costs and to develop effective com- 
petitive and alternative transport 
services. 


THE GOVERNMENT OF CANADA 
RE: PETITE PASSAGE CROSSING 


Geography 


The Digby Neck and Islands area is situat- 
ed on the western tip of Nova Scotia in the 
Bay of Fundy. Long Island is separated from 
Digby Neck by Petite Passage, a narrow strip 
of water approximately 4 mile wide. The rips 
formed by the famous Bay of Fundy tides, 
which surround this area, produce one of the 
most lucrative fishing grounds in the world. 


| 
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History 
The Islands were settled in 1790 as fishing 


communities, by the United Empire Loyalists. 


Today, as in earlier times fishing remains the 
main industry of this area. The communities, 
when settled, were in the center of the water 
travel which, at that time, was a most 
economical means of transportation. This 
available economical means of transportation 
contributed greatly to a prosperous growth of 
these fishing communities. Transportation 
facilities reached their peak in this area in 


the early 20’s when a steamship line was oper- 


ated between the Island ports, Saint John 


and Yarmouth. A St. Mary’s Bay ferry service 


for passengers between the Islands and Wey- 
mouth and Meteghan was also operated. In 
addition coastal vessels carried local fish prod- 


-ucts to Maritime and New England ports 


and at times carrying dried salt fish to the 
West Indies returning with their cargoes of 
salt, sugar and rum. At that time the ferry 
service across Petite Passage for either pass- 


_enger, vehicles or animals consisted of a scow 


towed by a motor boat, operating during day- 


_ light hours and fine weather. 


The coastal vessels are now a thing of the 
past, the last being the M. V. Mohawk on the 


| Saint John-Yarmouth run which was removed 


in 1965. All ferry services have been discon- 
tinued except that across Petite and Grand 
Passages which operates now as it did in the 
past, crossing only in daylight hours and fine 
weather. Modern highways and the develop- 
ment of trailer-truck transportation has com- 
pletely altered the flow of goods and services 
to and from the Islands within recent years. 
The whole area is now completely dependent 
upon its highway link with Digby, which con- 


sists of a modern paved all-weather highway, 


broken by Petite and Grand Passages, ser- 


viced by highly inadequate ferries which can 


only be operated as they did 50 years ago— 


only in fine weather and during daylight 


| hours. 


| The history of other parts of Nova Scotia 


during the time of this inadequate ferry sys- 


_ tem has been of immense growth in the proc- 
_ essing and handling of fish. The salt fish pro- 


duction has dwindled and the required 
investments of expensive machinery and 

technical aids have become the basis of the 
fishing industry. The large subsidized ocean 
going trawlers have replaced the small boats 
'and the change shows every indication of 
continuing at an accelerated rate in the 
future. 
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The antiquated ferry system in the center 
of a transportation system is stranglizing a 
fishing industry located in the center of the 
greatest potential fishing in North America, 
as fishing statistics well indicate; in reference 
to this in 1967, District 37, which covers 
Digby Neck and Islands, landed twice the 
volume of fish as the entire province of 
Prince Edward Island. If this condition of 
inadequate transportation is allowed to con- 
tinue, it will only produce a retardation rath- 
er than progress, which will affect the whole 
of Canada as well as Nova Scotia. 


Education 


The present facilities for education on Long 
Island and Briar Island are limited to the 
school buildings at Freeport and Westport. 
These facilities cannot look after the needs of 
high school students entirely. Laboratory and 
scientific apparatus is only available in 
Digby, 40 miles away. Although these schools 
are capable of providing an academic course 
or a general course, they cannot provide both. 
With transportation facilities such as exist at 
the present time it is impossible for children 
at the Grade 8 and 9 level to attend the 
Digby school where all courses are taught; 
this leads to excessive drop-outs and eventu- 
ally more adults in the unemployment line. 
The teachers themselves find difficulty in 
attending Association Meetings in Digby or 
other communities on the Mainland since they 
cannot be assured of transportation to and 
from the Island. The school students them- 
selves are denied the opportunity of associa- 
tion with other students of their own age and 
the use of the recreational and religious 
facilities of the Mainland. Even those not of 
school age are denied the opportunity of tak- 
ing part in cultural activities or adult educa- 
tion in Digby because of the ferry service. 


Medical Facilities 


A doctor resides in Freeport and serves the 
entire two Islands, without a hospital or clin- 
ic. There is also no nurse available, nor prop- 
er undertaking facilities. 


A serious illness requiring hospitalization 
or special treatment becomes a nightmarish 
experience at night. If inclement weather pre- 
vents the use of the scow being towed, it then 
becomes necessary to remove the patient 
from the stretcher as the boat is incapable of 
accommodating a stretcher. In the case of 
extreme bad weather the transporting of a 
patient under these conditions can result in 
further injury or a casualty. 
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Tourist Industry 


A great potential exists in this area in deep 
sea sports fishing, hunting, historical sites, as 
well as bird watching. However, the tourist 
industry is completely undeveloped, this 
being caused by the fact that strangers hesi- 
tate to cross a stretch of water on the out- 
dated ferry system that is presently used. 


Freeport-Eastport, Maine 


The need for a second ferry service 
between Nova Scotia and the United States 
has been stressed by A. D. Margison and As- 
sociates Ltd., in a study of terminal locations 
for a second Nova Scotia-New England ferry 
service. This need could be quickly remedied 
by a permanent link with the mainland and 
the construction of a ferry to operate between 
Freeport on the western end of Long Island 
and Eastport, Maine, a distance of only 40 
miles across the Bay of Fundy. The perma- 
nent crossing could make this ferry service a 
practical answer to the existing second ferry 
problem. 


The present operating ferries are now occu- 
pying two wharves worth a combined total of 
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$700,000.00. These wharves are used solely for 
the ferry at Petite Passage. With the con- 
struction of a permanent crossing, these two 
wharves could be made available for fisheries 
use. 


We therefore propose that since the 
improvements in this transportation system 
are now two decades overdue, and that every 
day’s delay is causing a retardation in the 
industrial and economic growth of the Island 
that; 


(1) Immediate action be taken to provide 


the Islands with a permanent link to 
the mainland; 


(2) whereas the most economical solution — 


could be in the provision of a combi- 
nation regional harbour for 


(a) the fishing fleet, and 
(b) a permanent crossing combination, 
that this be given careful study, and 

(3) pending construction of this permanent 
crossing that the present ferry service 


be immediately improved to provide 24 
hour free service. 


development in Western 
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APPENDIX A-55 


SUBMISSION 
BY THE 
YARMOUTH BOARD OF TRADE 
February 8, 1968 


WHEREAS the greatest potential for future 
Nova Scotia is 
associated with the fishing industry, the tour- 
ist industry, and the agricultural and indus- 
trial products industries; 


AND WHEREAS the markets for the fishing 
and agricultural and industrial products 
industries are largely the United States and 
Central Canada; 


AND WHEREAS the tourist potential is also 
largely in the United States and Central 


| Canada; 
| AND WHEREAS adequate water transporta- 


tion is essential to the development of all of 
these industries; 


AND WHEREAS existing water transporta- 
tion is grossly inadequate to service these 
needs; 


BE IT RESOLVED that the Yarmouth Board 
of Trade earnestly petitions the House of 


Commons Standing Committee on Transport 
/ and Communications to consider and report 


on means of improvement of the water 
transportation 


(1) between 
England 


(2) between Digby, Nova Scotia and 
Saint John, New Brunswick 


Yarmouth and New 


The Yarmouth Board of Trade, in arriving 
at this resolution, thoroughly studied the 
Margison Report, which covered an investiga- 
tion on water transportation between various 
ports in New England and New Brunswick to 
various ports in Nova Scotia. 


The Yarmouth Board disagreed with some 
of the conclusions of the Margison Report, 


and the reasons for this differing in conclu- 


sions are attached hereto and help show why 
the Board feels the above resolution is one 
the Standing Committee on Transport and 
Communications should find worthy of 
consideration. 


The Yarmouth Board of Trade assessment of 
the Margison Report 


Following a 9 months study of the Margison 
Report, the special Board of Trade Committee 
designated to inquire into the feasibility of 
Margison Report recommendations has issued 
a report calling for a new double round trip 
run per day on the Saint John-Digby service 
and a supplemental Yarmouth-Bar Harbour 
run, particularly during the summer for cars 
and part of the winter for trucks. The com- 
mittee consisted of Capt. J. C. Kernick, Pres. 
of the Board of Trade; Walter Sweeney, 
Chairman of the Fisheries and Harbour Com- 
mittee of the Board; George A. Snow, MLA 
for Yarmouth Co.; and Robert B. Killam, P. 
Eng. and was assisted by outside professional 
help for which they express their thanks and 
appreciation. 


Their report was first submitted to and 
approved by the Board in June 1966, but as 
their conclusions differed so widely from 
those of the Margison Report, the committee 
sought and obtained a thorough checking of 
their findings. This checking confirmed their 
conclusions and the Board of Trade at its 


March 7, 1967 meeting reaffirmed its 
approval. 
In arriving at its recommendations, the 


committee assessed the following points: 


1. The committee felt ferry operating 
costs are not directly proportional to 
mileage, but a better porportion is not 
yet available. 


2. The Margison Report shows the 
cheapest route is by road for about §% 
of the potential N.S. tourists and hence 
costs to tourists may not be the main 
drawing card for water ferries. 


3. The committee felt the Princess of 
Acadia, at its present traffic rates, would 
not stay on the Saint John-Digby run, if 
Welshpool-Digby run were established 
with traffic rates proportional to the mile- 
age of the Yarmouth-Bar Harbour route. 
If this happened N.S. to N.B. ferry traffic 
would have to clear customs twice. 


4, The committee felt a 2nd Bluenose 
side loading, could be put on with minor 
terminal capital cost and not double ter- 
minal operating costs. Aside from new 
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parking area in Bar Harbour, no new 
custom facilities would be needed. 


5. The committee feels the 1,000,000 
plus tourists per year now visiting Mt. 
Desert Island (where Bar Harbour is) 
provide one of the best potential traffic 
starting points and it is easier and better 
to increase a present service than to 
inaugurate a new one. 


6. There is a question of a replacement 
of the MV Bluenose in the foreseeable 
future, and if a new boat were put on the 
present Bluenose could be used in the 
summer peaks on the Yarmouth-Bar Har- 
bour run and as a refit replacement for 
the Yarmouth-Bar Harbour and other 
runs. 


7. The committee arranged for a traffic 
survey at Yarmouth for cars coming off 
the MV Bluenose for the period July 
21/66 to Aug. 4/66. This survey indicated 
1045 cars would be using Route #1 and 
1019 on Route #3. Daily variations 
showed 92 cars for Route #1 and 54 for #3 
with the other extreme being 54 for 
Route #1 and 69 for Route #8. 


8. The committee assumed all incoming 
potential ferry traffic would go through 
Bangor Me. and recalculated the 12¢ per 
mile Margison Table (see page 31 of the 
Margison Report) for Route #1 (Land), 
Route 2 (St. John-Digby), Route 3 (Yar- 
mouth-Bar Harbour), Route 8 (Bar Har- 
bour-Digby), Route 10 (Eastport-Digby) 
and Route 17 Welshpool-Digby), with 
tourist destination points of Halifax, 
Lunenburg, Shelburne, Yarmouth and 
Digby. The sum of tourist travel costs for 
these lesser number of routes from the 
one starting point confirm Welshpool- 
Digby as the cheapest travel route for 
cars and trucks. For trucks, however, 
Yarmouth-Bar Harbour moves up from 
4th to 2nd. Recalculating Route #2 using 
car ferry rates proportional to mileage of 
the Yarmouth-Bar Harbour route instead 
of the present Princess of Acadia rates, 
shows Route #2 the cheapest traffic route 
followed by Route #17 with Route #3 still 
4th. Recalculating the time chart shows 
Route #3 the quickest with Route #2 5th. 


The conclusion drawn by the committee from 
all these points is that they feel the Welsh- 
pool-Digby route (#17) with traffic rates pro- 
portional to the Yarmouth-Bar Harbour 
mileage, will force the Saint John-Digby 
ferry (Route #2) off; and as the committee 
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feels this Saint John-Digby run is essential, — 


they feel a new double round trip run per 
day, Saint John-Digby, should be considered, 
particularly if new ferry route rates are going 
to be considered proportional to the mileage 
of the Yarmouth-Bar Harbour run. The com- 
mittee also feels a supplemental Yarmouth- 
Bar Harbour run is warranted, particularly 
during the summer for cars and parts of the 
winter for trucks and means to achieve this 
end should be considered. 
June 30, 1965 


The following are some of the reasons why 
the Yarmouth Board of Trade feels Yarmouth 
should be the terminus of a second ferry from 
Nova Scotia to New England: 


1. A modern terminal now exists at 
Yarmouth. 


2. Little, if any, additional terminal 
expense involved at the Yarmouth end of 
the run, to be charged to a second boat, 
since only a small increase in customs 
and other terminal staff would be 
required. 


3. Along the South Shore of Nova 
Scotia the tides have less rise and fall 
than at Yarmouth, and wharfage facilities 
are thus simpler, but the distance by 
water is greater than from Yarmouth. 


4. Up the Bay of Fundy the sea voyage 
is less than from Yarmouth but the high- 
er tides make construction of the new 
terminus required more expensive. 


5. If such a second boat was designed 
to fit the Yarmouth to Bar Harbour ser- 
vice, it could be used to provide year 
round service on that run, without inter- 
ruptions for overhaul. 


6. Yarmouth is the junction of the two 
main highways in Western Nova Scotia— 
Route 1 and 3. 


7. Yarmouth is the terminus, for the 
Annapolis Valley to Halifax run, of the 
Canadian Pacific Railway and the Acadi- 
an Coach Lines; the terminus for the 
South Shore to Halifax run of the 
Canadian National Railways and _ the 
McKenzie Coach Lines; and is a sched- 
uled stop for Air Canada on its Halifax 
to Boston flights. 


8. Large tourist accommodations are 
presently available. 

9. Good ship servicing facilities are 
now available—plentiful supply of fresh 
water, good machine shops, good food 
servicing supplies, etc. 
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APPENDIX A-56 


BRIEF BY 


SHELBURNE AND DISTRICT 
BOARD OF TRADE 


Shelburne, Nova Scotia, 
February 12, 1968. 


INTRODUCTION 


1. This brief is submitted by the Shelburne 
and District Board of Trade, Shelburne, Nova 
Scotia. The presentation provides an outline 
summary of the general economic situation in 
Shelburne and its environs to illustrate why 
the unfavourable aspects of freight rate 
increases have a disproportionately adverse 
impact in this area of the country. 


2. Shelburne County is located on the south 
shore of Nova Scotia. The principal harbours 
are Barrington, Port La Tour, Cape Negro, 
Shelburne, Jordan River, Ragged Islands, 
Clyde and Roseway. Cape Sable Island is the 
most important island. The soil is rocky, per- 
haps a quarter of it being granite, with large 
barrens and peat bogs, but there are valuable 
timber lands. Fisheries, shipbuilding and 
lumbering are the primary industries. 


3. The town of Shelburne is situated at the 
head waters of Shelburne Harbour which is 
known as the third finest natural harbour in 
the world. The town is ten miles inland from 


the Atlantic coast and thus is practically free 
from ocean fog. Shelburne is not a factory 
town; its industries are small and based prin- 
cipally on lumbering, fishing and boat build- 
ing. The town produces boats and equipment, 
monuments and stone work from local granite, 
cured fish, lumber and wood _ products, 
including laminated wooden furniture. The 
local newspaper, The Coast Guard, has a cir- 
culation of approximately three thousand 
subscribers. 


4. A large proportion of the employment in 
Shelburne County is seasonable. There is a 
substantial labour force which has a consider- 
able degree of manual dexterity, but is not 
highly trained in any one of the sophisticated 
mechanical skills. They are, however, readily 
adaptable and responsive to training in new 
skills. 


CLIMATE 


5. The annual mean temperature is 44°F 
with an average annual temperature range 
from a high of 75°F in July to a low of 13°F 
in February. The average annual snowfall is 
67.3 inches and the average annual rainfall is 
52.8 inches. 


POPULATION 


6. Official population statistical data for 
Shelburne Town and County are as follows: 


a) Total population 
| ”) oii 1951 1956 1961 
Town County Town County Town County 
{ IV Qe eee tet che oo he Mies scree ok 971 7,366 le P5i 7,526 1,182 7,831 
MLO TALC LR Re rd on ON Leas oe 1, 069 7,026 1,186 7,078 1, 226 sere 
ARG) Get ee ca eB DER ony St 2,040 14,392 Pave 14, 604 2,408 15, 208 
Re oy 
(b) Age distribution (1961) “ter Le, Daryl we a 
| Ree i ahs coe A SRO 826 379 573 394 238 
iis ae LO Sa cee STE cla Gem scars esi > ons RIOD fv, ete erate 429 189 265 196 103 
WM emialG co. 3...) OE os TERE oo lt eee egg as: 395 190 308 198 135 
| Ot oe eee cr ete cae Fe Dre eS eine 34.2 IF DAD te. 14.4 9.9 
| BAG OAT ey cacrney Ah irs al ORE Pacis A RRC Oa ec IO ton pattie ee by 2, 258 3,424 2,602 1,597 
| a Mie ie |. ene | ae ee 2,769 1,206 1,723 1,372 761 
EET C ee a ee re ise tet IE oo. & SS aes oe colin 2,563 1,047 TeacOu ol 836 
| Gab Ge AY cel OS 4 ae Tl I OO ae 35.1 14.8 VPS: Tied 10.5 
| ING VE SCOUT O45 cin sills Met rma Ite Repongtes Pas" eRe Te 34.8 15.4 24.0 17.2 8.6 
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(c) Population Growth 


% Change 
1961/1951 1961/1956 

TT eet, ic dh vas bcos Hain Was les oes ieee Mee ioe eas ae tig < cir are 18.0 al 

Coutitiatey osu ilbels ib og oh din ce PO ART reer tm Fee re gen eis ras cis 5:7 4.1 

Tove: RIGOR < cco’ av bob oie. rispePelecn mikielarh « <hyeapattene se dia 7a gta ety ned Che onnah Pane chee 14.7 6.1 

i 
(d) Rural urban ratio saat) Urban 
1951 1961 1951 1961 
T eI Act Hee ey shin tt CANN A oa a ae nee so alee SANS a Wie ae gare — —— 2,040 2,408 
Pn lll hs 4 ventless tice. 2h, Scie Wiessner ete, 4i5x4,ce sie eee Pees 10, 107 11, 569 4,285 3, 639 
SOD Dap ORR args PY TE AR NSE ret crea 70.2 76.1 29.8 23.9 

Novas SCOtE Cell rnc cs cat tle ete ace titiay ce ce ¢ sich sma tate 46.3 45.7 53.7 54.3 

igin (1961 
kept ) ) British Isles French Other 

PTS WVT oc a's bid 6. gheioiw 4 ein Wek hae ORT OE TOOT Ie los imu = N.A. N.A. Ne Aa™ 

COUTAY » este jeu cites veg peracetic cata ak 83.3 2.7 5.4 (German) 

NGVa SCOtIA Ste tres oe PARE Cr eee ee cu ria y maeenmre te 71.3 11.9 6.2 (German) 

(f) Household Information 
Average Number Average No. Average Number 
Number of Persons Number of Persons of Children 
Households Per Household Families Per Family Per Family 
1951 1961 1951 1961 1951 1961 1951 1961 1951 1961 
BROW Gee meee 524 641 3.9 al 479 564 3.8 Ont 1.8 1.8 
GOumt vies n cnet See 3,850 4.0 3.8 3, 341 SOY 3.8 3.8 1.8 1.9 
Nova Scotia... 149,555 175,341 4.2 4.0 145,127 161,894 3.9 4.0 1.8 2.0 
*N.A.—Not Available 
LABOUR FORCE (a) Labour Force 
1951 1961 
7. The 1951 census for Shelburne County Mal 7499 aaa 
listed 2,068 male workers in the primary BoGUe Shs ieee ea ae 3 
. ; 5 Females 2 .amivns Te 200 
occupation categories. A detailed breakdown Total 671 995 
for the town of Shelburne from the 1961 o% Ainieane ean 74.4 69.3 
census is as follows: % Female ...... 25:64) 30.7 
(b) Occupational Distribution 
Total Community 
Male Female No. % 
Nana serial (eee cae tte gece Viera 66 1s 79 9.6 
Professional.and technical ....'33 5.3. 38 42 80 9.7 
Clerical” Gis he... Mai as os cee has ete 19 47 66 8.1 
Pa eS che aia ets neti ow eaas aac eeenacets er ticane 19 42 61 7.4 
Service and recreation occupations .. 122 83 205 24.8 
Transport & Communication occupa- 

TODS ty See ed ee eb coer ins 31 11 42 Hk 
Farmers and farm workers ......... 6 — 6 O..7 
Fishermen, trappers, loggers and 

PUGET Ss cs, Ss cuca eee ken nore cea 30 — 30 3.6 
Miners, quarrymen and related workers — —_ -—- — 
Craftsmen, production process and 

Telated workers’: 2. faye. 2 fart cides 169 14 183 22:42 
TIADOULETSD evel say cde cate 57. — 57 6.9 
Ocoupations not stated: ..s eb oe e 15 1 16 139 
EAL 26 . pA eal: ack Seek ole ee nie. 572 253 825 100.0 


Transport and Communications 


March 7, 1968 


4 
| 


March 7, 1968 Transport and Communications 665 
(ec) Industrial Distribution 
Total 
Community 
Male Female No. % 
A cree aUl GURG ~. asecaaes SET Sets Aocniy ae + pits ace ©: 4409 esty Me ah ie — a 0.2 
Forestry, Fishing. and Trapping, «. vsasis aspe ass © sleosuss fut ke 23 — 23 2.8 
STS whe ie Tee ROS eel a7 8) Re ae ge OE ie ee ae 1 os 1 0.1 
DE AWUISCCUTING SU SUTIOS. tas 6060 bcke ee reel ¥ wim aoe sie SRS isi 20 157 19.0 
ConstrietiOMpenausery. core. PU IGT ae ee eee dees 61 — 61 7.4 
Transportation, communication and other utilities....... 50 16 66 8.0 
Cre ies tye OE aly shy, Sy Oa ESR a EST ie 47 118 14.4 
Finance, insurance and real estate... wy oes ssa ns ne ene 6 4 10 1 ap 
Community, business and personal service industries..... 83 146 229 27.8 
Public administration and defence.............s0ceseeees 124 20 144 17.4 
Industry, unspecific or undefinédi.~............ 00 f00.4.. 14 — 14 rie 
Wisin il ope be 8c 0” bgmyepebewleap slain a ir tn le i BPR, A 3 A SP Sia 253 825 100.0 
INCOME STATISTICS . average. The following statistics show that 


8. The average annual wage in Nova Scotia the annual average wage in Shelburne 
is considerably lower than the national County is lower than the provincial average: 


(a) Total Income of Families 1961 


Total Under $1,000- $2,000- $8,000- $4,000—- $5,000- 
Families $1, 000 $1,999 $2,999 $3,999 $4, 999 $5,999 
Shelbume (coin 644 5." 3,409 338 794 1,028 536 280 166 
NovarBeotiaes cies ese cee eas 146, 825 10,409 20,276 24, 244 26,017 22,816 15, 989 
$6 , O00- $7, 000- $8, 000- $10, 000- $15, 000-+ Average 
$6, 999 $7,999 $9,999 $14, 000 
Sherourne GCo..s..crete seas ae 105 60 41 46 15 2,999 
NOVRSCOtINT .. «. 2A Pe. ss 9,449 5, 904 5,861 3,830 | 2,030 4,260 
(b) Total Income of Persons not in Families 1961 
Without Under $1,000- $1,500- $2,000- $2,500- 
Total Income $1, 000 $1, 499 $1,999 $2,499 $2,999 
Shetborme Coss. sedan Fe, 1,196 75 678 160 102 80 31 
Nova Scotia ssn. 6 reese 59,731 5,103 24, 295 7, 849 4,802 4,569 3,170 
$3,000- $4,000- $5,000- $6,000- $8,000- $10,000+ Average 
$3, 999 $4, 999 $5,999 $7,999 $9, 999 
Shetpume CGrAtere. wa eres: 53 11 — — — 6 its 
Nowa Scotiat. . .sicdec's aed. 5, 346 273 1,094 760 212 357 1,627 
(c) Total Income by size for the Non-Farm Population 15 years of age and over by sex 1961 
Without Under $500- $1,000- $1,500- $2,000- $2,500- 
Income Total $500 $999 $1, 499 $1,999 $2,499 $2,999 
Shelburne Co.....M 429 4,305 406 752 536 574 700 413 
F 2,443 2,128 787 868 209 99 60 33 
Nova Scotia...... M 18,428 186,399 14,449 22,173 16, 156 14, 587 17,108 15,575 
F 106,084 102,610 ° 29,130 30,061 12,981 8,743 7,888 4,563 
$3,000- $3,500- $4,000- $5,000- $6,000- $10, 000+ Average 
$3, 499 $3,999 $4, 999 $5,999 $9,999 
Shelburne Co.....M 255 176 209 109 130 45 2,220 
F 38 15 10 9* _ — 782 
Nova Scotia......M 17,920 15, 402 23,450 13,045 12,382 4,152 3,188 
F 3,871 1,748 1,835 836 688 266 1, 243 


* Includes all with Income over $5,000.00. 
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NATURAL RESOURCES 
9, Mining 
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There is one active deposit of granite in 
Shelburne County at Birchtown near Shel- 
burne. This quarry operated by Scotia Gran- 
ite Quarries Limited produces up to 450 net 


tons annually. 


10. Fisheries 


Shelburne County is divided into three 
fishing districts: District 30 (from the Queens 
County line to the Jordan River); District 31 


Species Quantity 
000 lbs. 
Groundfish 

GEOG gore alee en dieta 16,450 
TAGd OG, are treet ; 14,892 
IPOLIOC Karis. ceases is cae 9,640 
USI ce sce te ete eee 4,888 
(OEHET Pirate. wie agen 2,669 
"teats fetes wap aca canearie 48,539 

Pelagic and Estuarial 
FLerring yew ee 10,387 
SWOPOLSIp men see 3,006 
QUOT ae a0.F atanavete ee 468 
"POtaLs (ete wee eee 3 es 14,411 


Molluses and Crusteceans 


Bopsterestent 5 oie fie Stool 
YC LOD Scere anata visa tuds 1,136 
COENOT Repent. wlehanees il 
POLL gems he tiaes eee 4,868 


11. Forestry 


Forest inventories 
been taken in 1801, 


Value 
$’000 


849 
1,009 
327 
186 
346 


2,717 
163 
1,095 
22 


1,280 


2,009 
502 


—— 


3,055 


in Nova Scotia have 
1909 and 1957. These 


inventories are a useful guide but changes do 


Productive forest 
Depleted forest 


ereceeeereeeer ee ese ere weer ew eee 


Non productive land and forest .. 


Waste land 


Water 


eseececereece eee ero ese ewww ee ee ew eo 


eecerecereeeceree ee ee eee eee eee ee eee eee eee 


eoeoereer eevee ee eee ee eevee 
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(from the Jordan River to Barrington River) 
and District 32 (from Barrington River to the 
Yarmouth County line). 


Shelburne County, in 1961, had 1,504 fisher- 
men of which 852 were full time (over 10 
months) 464 were part time (five to ten 
months) 188 occasional (under five months). 


There were 535 powered fishing craft under 
ten tons and 323 of the same over ten tons. 
The following figures were taken from 1964 
D.B.S. statistics. 


Species Quantity Value 
7000 lbs. $’000 
Seaweeds 
Erish i ViOSS..... eae 7,995 144 
OUeT «nn Ge ees 14,764 37 
TOCA lelohutid ive Ces 22,759 181 
Fish Viscera, Scales 
Halibut Livers .... 7 — 
Q@UNGrs | « ka eh Ges | — 
PT Otalea: cits one ees 14 
Seatich, Coval sea... 90,591 7,230 
Total, Landings, <<<... Tom 


Total Landing as % of N.S. total—18.2 
..Figures not available or applicable 
—Amounts too small to be expressed. 


a nnn EEEEEEEEeEDE 


occur every year through growth and deple- 
tion. The following data is taken from the 
1957 survey. 


- Acres % 
365,628 te 
5,033 0.8 
S. ss tee ass 126,315 Loe 
96,043 15:0 
land 14,746 2.0 
31,860 5.0 


639,625 
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Forest production figures for Shelburne County during the calendar year 1964 


are given below. 
Sawn Products 


CUI Vel.  T SOLUWOOUT Meret. eens 

TTATOWOOUM = eee ote et 
Eee Rh array Re AEE 
SLES Urcacn, SHE Eo lease eRe. 


Round Products 


Pulpwood, rough 
Poles & Piling 


MANUFACTURING FIRMS 


12. A list of manufacturers in Shelburne 
County, showing products, is attached at 
Annex A. With one or two exceptions these 
are smail industries employing less than fifty 
people. A general slackening in the economy 
has been evident during 1967. Shelburne 
Fisheries is not buying fish other than scal- 
lops at the present time. A survey of five 
firms in 1967 showed a decrease in the size 
of their payroll as follows: 


Month No. of Employees Payroll 
October 1966 146 $38,500 
April 1967 132 33,500 
October 1967 107 26,000 
December 1967 50 11,500 


TRANSPORTATION 


13. The Halifax-Yarmouth main highway 
and C.N.R. railway pass through Shelburne 
County. Rail distances from Shelburne to pro- 
vincial outlets are as follows: 


POSmnuUroO... se sGuola.. 228.4 miles 
Posltaltaxr.. #28, Pole 164.4 miles 
PEE ATIVOULL et. er. ke 85.6 miles 
ORTIZ DY Pk en, os, 151.3 miles 


14. The C.N.R. provides passenger service 
three times weekly on alternate days east and 
west. Way freight is provided by train daily 
except Sunday going east and by truck on an 
“as required” basis going west. 

15. Truck transport to Digby and thence by 
C.P.R. ferry, to Saint John, New Brunswick, 
and points west is provided daily each way. 
The distance from Shelburne to Digby is 140 
miles approximately. Truck transport to Yar- 
mouth and thence to Bar Harbour, Maine and 
U.S. points via M.V. “Bluenose” is one way 
| daily excepting summer months when the fre- 


ore ee eee eee ee oe @ 


ose eres eee ee ee 28 Oo 


Quantity County Ranking 
Festi’ ts 5y ym di ea BY OP aa T5 
beg 124 m.f.b.m. 
bag Orit. Ooi, 
ake 732 (thous. pieces) 6 
Pee 100 m.f.b.m. 5 
Quantity County Ranking 
wile 205 cords 18 
..- 9,524 lineal feet et 


quency becomes daily each way. The distance 


from Shelburne to Yarmouth is 76 miles. The 
highway distance from Lockeport to Halifax 
is approximately 152 miles. There is also a 
non-scheduled truck transport service to 
Halifax. 


16. The nearest airport is at Yarmouth 76 
miles distant. The frequency of service is two 
flights daily to U.S. points. The distance to 
Halifax Airport is somewhat greater, but pro- 
vides considerably more scheduled flights to 
the U.S., Central Canada and flights connect- 
ing with overseas runs. 


17. Shelburne Harbour is land-locked, deep 
and commodious and is much used by fishing 
crait and coasters sheltering from bad weath- 
er. There are five privately owned wharves in 
the port of varying depths ranging from 12 to 
153 feet alongside at low tide. These wharves 
are used for general freight, fishing and fit- 
ting out vessels. The Government wharf to the 
south of the private wharves has a length of 
400 feet and a depth alongside of 32 feet. It 
is equipped with railroad tracks, water main, 
electric light, diesel oil pipe line and is easy 
of access to large steamers. Channel Depth: 
A draft of 36 feet could be taken to or from 
the government pier. Tides rise 74 feet during 
springs and 6 feet during neaps. Anchorage: 
The Harbour is four miles long with safe an- 
chorage almost anywhere. Navigation is open 
all year except in extremely severe winters. 


EFFECT OF FREIGHT RATE INCREASES 


18. All businesses are directly affected by 
the September 5, 1967 increase in non-carload 
freight rate. The Board of Trade is deeply 
concerned about the effects which these sub- 
stantially increased costs will have on the 
local economy. The cost of living which is 
already high will be further increased and the 
economic growth of the region will be 
adversely affected. 
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19. A sampling of local business firms 
revealed general increases in cost of moving 
goods as shown in the table at Annex B. 
These range from eleven cents a hundred- 
weight to forty-two cents a hundredweight 
for general merchandise and show an 
increase of twenty-seven per cent a hundred- 
weight for granite shipments. 


20. There is general agreement amongst 
merchants that increases in their operating 
costs must be passed on to the consumer. In 
Shelburne, as has been pointed out earlier, 
this means that people who have been faced 
with the problem of stretching low incomes to 
meet already high living costs will have a 
further reduction in their purchasing power. 


COMMENT 


21. A detailed examination of the above 
information will confirm that the economy of 
Shelburne County is marginal. People have 
become accustomed to low incomes and for 
the older inhabitant this has become an estab- 
lished fact to be accepted as part of their 
general philosophy or way of life. Historical- 
ly, the inhabitants always have been self- 
sufficient to the point that even during the 
depression years there were few people look- 
ing for relief. There have not been major 
variations in the economy of the region either 
in terms of a “boom” expansion or a serious 
recession below the current marginal 
standard. 


22. The natural result of low wages, high 
costs and a consequent low standard of living 
has been that the young people do not remain 
but migrate to other parts of Canada or to the 
United States. This in turn restricts develop- 
ment of the natural assets and resources of 
the region. 


23. It is also evident that the economy of 
the region is closely related to transportation 
and communication policies of the federal 
government. The possibility of an expanded 
industrial base in the local community would 
be greatly enhanced by improved services in 
the way of harbour development, sea trans- 
portation and air transport facilities. 


24. The major threat arising from the pres- 
ent freight rate problem is not only further 
growth in this area will be inhibited but also 
already established firms may be forced to 
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close. Since a great proportion of goods | 
moved both in and out of the area involves 
less than carload lots the problem is universal 
throughout the county. In view of the nar- 
row commercial base the effect of one single 
firm opening or closing is of far greater sig-_ 
nificance than would be the case in the more 
highly developed and industrialized regions of 
Canada. 


25. Truck transport has not been found to 
be a satisfactory alternative to use of rail 
service. There are delays in shipments which 
offset the comparative cost advantage as 
reflected in the experience of one business 
man who received a shipment of 1,157 pounds 
via C.N. freight at a cost of $22.10; the same 
product received by truck transport cost 
$22.20 or ten cents more for 2,612 pounds or 
more than twice the weight. Traffic is being 
and will be however diverted from rail ser- 
vice to highway carriers. The owner of one 
small firm already has adopted as a matter of 
policy, “No shipments by C.N.R. unless abso- 
lutely necessary”. 


RECOMMENDATIONS 


26. We urge prompt restoration of LCL 
rates to their former levels. Studies should be 
undertaken to assist isolated areas such as 
Shelburne County to attain the standard of 
living now enjoyed by Canadians in the affiu- 
ent areas of Canada. Cost of goods cannot be 
lowered unless there is a reduction in trans- 
portation costs. 


27. We further recommend that studies be 
undertaken to determine the needs of West- 
ern Nova Scotia insofar as major transporta- 
tion facilities are concerned. The proposal to 
provide an additional ferry service between 
Shelburne and Gloucester, Massachusetts 
should be reactivated as a matter of priority. 
Feasibility studies should be undertaken also 
to determine whether a major airport should 
not be provided in a central area such as 
Indian Fields to act as a stimulus to develop- 
ment of the entire western region of our 
province. _ 

Respectfully submitted, 
Dave Thomas, 
President, 


Shelburne and District 
Board of Trade. 


net 
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ANNEX A 


BUSINESS FIRMS—SHELBURNE COUNTY 


Firms 

Atkinson, Arthur Leighton, 
Newellton 

Atwood, Ralph 
Oak: Park 


Blades, Alvah V. 
Newellton 


Blades, G. K. & Son Limited 


Gunning Cove 
Blaine, Malcolm 
Port La Tour 


Bower, John C. 
Lower Ohio 


Cape Ann Seafoods Ltd. 
Port La Tour 


Chetwynd, Eldridge William 


Baccaro 


Crowell, Edward C. 
Upper Port La Tour 


Doane, Charles B. 


Ingomar 

Doane, Fred G. 
Ingomar — 

Fish Reduction Ltd. 
Wood Harbour 

Greenwood, C. B. Ltd. 
Shag Harbour 

Greenwood, Joseph 
Shag Harbour 

Halliday, Henry A. 
Shag Harbour 


Hopkins, Cleveland Aubrey 
Bear Point 


' Hopkins, Clifford 


Bear Point 


- Hopkins & Hopkins 


Baccaro 


| Kendrick, Edna V. (Mrs.) 


Shag Harbour 
Kenny Bros. 
Atwood’s Brook 
Larkin & Shand 
Shag Harbour 
Mahaney, Donald 
Barrington Passage 
Marden, Gerlad 
Wood Harbour 
Marine Foams Ltd. 
Wood Harbour 


- Newell, G. M. Limited 


Newellton 


27695—12 


Products 
Boneless, dry-salted and wet-pickled fish 


Planing mill 

Boneless and wet-pickled fish 
Boneless, frozen and wet-pickled fish 
Boneless fish 


Concrete building blocks; pre-cast concrete 
shapes—lawn ornaments, septic tanks, 
sewer pipe and culverts, well casings 


Filleted, boneless and wet-pickled fish; froz- 
en fillets and blocks 

Boneless and wet-pickled fish 

Boneless, frozen, marinated and wet-pickled 
fish 

Wet-pickled fish 

Wet-pickled fish 

Fish body oil and meal 

Marinated fish 

Boatbuilding 

Boneless and wet-pickled fish 

Boneless fish 

Boneless, dry-salted and wet-pickled fish 

Boneless and wet-pickled fish; fish liver oils 

Boneless and wet-pickled fish 

Boneless fish 

Boatbuilding and repair 

Boatbuilding 

Boatbuilding 


Plastic buoys 


Boneless and wet-pickled fish 
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Firms 

Newell Bros. 
Newellton 

Nickerson, John E. 
West Head 


Nickerson, St. Clair 
Central Wood Harbour 


Olsson, A. V. Trading Co. Ine. 


Upper Port La Tour 
Quinlan, Dayson T. 
Stoney Island 
Wood Harbour Fisheries 
Wood Harbour 
Young, Harold R. 
Atwoods Brook 
Atkinson, Ernest 
Clark’s Harbour 
Atkinson & Bower 
Shelburne 
Atkinson, Herbert 
Clark’s Harbour 
Blades, Charles McKay 
Clark’s Harbour 


Cape Lobsters Ltd. 
Clark’s Harbour 


Clark’s Harbour Fisheries Ltd. 


Clark’s Harbour 


Cox, Harley S., & Sons 
Shelburne 

SOx CHnte. 
Shelburne 


Cunningham, F. E. & Sons Ltd. 


Clark’s Harbour 
Dauphinee, W. T., Ltd. 
Shelburne 
Kenney & Ross Ltd. 
Clark’s Harbour 


Lockeport Division, Nat. Sea Products Ltd. 


Lockeport 
Nickerson, Austin E. 


Nickerson, Charles 
Clark’s Harbour 


Nickerson, Clarendon Seth 
Clark’s Harbour 


Nickerson, Clifton, Edward & Douglas 


Clark’s Harbour 


Nickerson, Dexter 
Clark’s Harbour 


Nickerson, Edward C. 
Clark’s Harbour 
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Products 
Boneless and wet-pickled fish 


Boneless and wet-pickled fish 
Boatbuilding 

Marinated and wet-pickled fish 
Boneless and wet-pickled fish 
Wet-pickled fish 

Boneless fish 

Boatbuilding 


Marine gasoline engines; marine accessories 
machine work 


Boat repairs 


Fresh, dry-salted and wet-pickled fish; 
lobsters 


Fresh, boneless, dry-salted and wet-pickled 
fish; lobsters 


Fresh, frozen dry-salted, boneless smoked 
and wet-pickled fish; lobsters; fish body 
and liver oils 


Boatbuilding, motor boats; fishermen’s 
supplies 


Sawn lumber 


Fresh, boneless, dry-salted, frozen and wet- 
pickled fish, lobsters; fish liver oils 


Granite building material; monuments 


Canned and dry-salted fish; fish body meal 
and fish body oils; glue 


Boneless, dry-salted, fresh and frozen fish; 
also smoked and wet-pickled fish; glue; 
fish body oils and meals; live lobsters 


Fresh, boneless, dry-salted and wet-pickled 
fish; lobsters 


Fresh, boneless, dry-salted and wet-pickled 
fish; lobsters 


Fresh, frozen, boneless, dry-salted and wet- 
pickled fish; lobsters 


Boneless fish 


Boneless fish 


Fresh, boneless and. wet-pickled fish; 
lobsters 
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Firms 


Nickerson, Etheron G. 
Clark’s Harbour 


- Nickerson, Jack H. and Hilton E. 


Clark’s Harbour 

Pierce, Aubrey 
Lockeport 

Pierce Fisheries Ltd. 
Shelburne 

Shelburne Fisheries Ltd. 
Shelburne 

Shelburne Industries 
Shelburne 

Shelburne Woodworkers Ltd. 
Shelburne 

Smith, Ashley 
Clark’s Harbour 

South Shore Fisheries Ltd. 
Lockeport 

Stoddard, Bernard Ronald 
Clark’s Harbour 

Quinlan, Lionel L. 
McGray’s P.O. 

Quinlan & Company 
Stoney Island 

Scotia Marine Products Limited 
Lower Wood Harbour 

Scott, Thomas 
Riverhead 

Shand, Ronald St. Clair 
Shag Harbour 

Shand, William 
R.R. 1,.Shag: Harbour 

Smith, J. C. 
Dock St. 

Smith, Oscar E. 
Shag Harbour 

Snow, A. 
Middle Ohio 

Stoddard, Clifton Ralph 
Sable River 

Stoddard, James William 
East Baccaro 


‘Stoney Island Fisheries 


Stoney Island 
Swaine, George R. 

Northeast Harbour 
Swim, Giffin, Fisheries 

Osborne Harbour 


| Thorburn Bros. 


Sandy Point 

Waybret, Howard Ashton 
Shag Harbour 
27695—123 
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Products 

Fresh, boneless, dry-salted and wet-pickled 
fish; lobsters 

Boneless, wet-salted and wet-pickled fish 

Boat repairs 

Fresh, boneless, dry-salted, marinated, wet- 


pickled fish; lobsters 


Fresh, frozen, smoked and wet-pickled fish; 
lobsters 


Planing mill; millwork; sawn lumber; wood- 
en ships; sheathing 

Machine repairs 

Fresh, frozen, boneless, dry-salted smoked 
and wet-pickled fish; lobsters 

Boneless fish 

Boneless and wet-pickled fish 

Pickled, green-salted, dry-salted 
and boneless fish 

Socium alginate 

Sawmill; laths 

Boneless fish 

Boneless fish 

Barrels, tubs and kegs 

Boneless and wet-pickled fish 

Laths 

Marinated and wet-pickled fish; 


fish liver oils 
Boneless, dry-salted and 


wet-pickled fish 
Dry-salted, wet-pickled and boneless fish 
Boatbuilding 
Diveaiien and wet-pickled fish 
Dry-salted and wet-pickled fish 


Boneless and wet-pickled fish 
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Firms Products 


South Shore Gazette Ltd. 
Water Street, Shelburne 
Swim Bros. Ltd. 
Lockeport 
Tasty Bakers Ltd. 
Water Street, Shelburne 
Ven-Rez Products Ltd. 
Shelburne 


lobsters 


etc.; desks 
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Commercial printing, periodicals; 
newspaper—‘Coastguard” 
Fresh, frozen, smoked and wet-pickled fish; 


Bread and other bakery products 


ANNEX B 


COMPARATIVE OLD AND NEW FREIGHT RATES SELECTED SHELBURNE FIRMS 


FURNITURE AND APPLIANCES 


Furniture and fixtures for churches, schools 


et ee Ee eS ae : 


From Date and Old Rate Date New Rate Item 
oe Ten eS gee ek Dp ee 
(UCC. ig sie sicc aor ns ehteat che Oct. 21/66 $2.00 Nov. 7/67 $2.42 Crib complete 
CE eOR a, |.cu een oneles. oa <a Aug. 10/66 2.28 Jan. 10/68 2.42 Bedroom suite 
QOD CO re ccna oe eae Nov. 11/66 2.98 Nov. 20/67 3.16 Bedroom suite 
QuieWeG Gis. cide Wisin se ee Nov. 25/66 2.28 Jul. 5/67 2.42 Bedroom suite 
LS CliG) Cegeeemene me feet ere, Jan. 7/67 1.38 Jul. 20/67 1.49 Electric washer 
WUD. «a1 ieee eee tet nas < Jun. 15/66 4.47 dul) 7/6 * 4374 Tables 
Stcllariony. sia. eee ae tas Jun. 24/66 2.46 May 25/67 2.63 Mattresses spring filled 
1.64 1,76 Mattresses common 
Talia A feet k. re ee eee Jan. 16/67 4.69 (340lbs) Oct. 5/67 9.90 (830lbs) Appliance 
(1.5¢ Lb et 3¢ lb) 
Jan. 10/67 6.08 (450lbs) Oct. 17/67 11.40 (8801lbs) Applian 
qd Ag Ib i 3¢ lb) 
Jan. 10/67 2.03 (150lbs) Dec. 7/67 4.85 (1701bs) Applian 
file ag Ib #0 2.9¢ Ib) 
New Glasgow...) sccsslees oon Jan. 11/67 21.56 (640 lbs) Sept. 28/67 20.05 (420 lbs) Mattre 
(3. 46 ib ‘ 4.8¢ lb) 
NRO UR OSES acdsee a ee Cee Feb. 28/67 5.60 (188 ibs) Nov. 8/67 12.12 (140 lbs) Furni 
(34 Ib is 8.7¢ lb) 
Jan. 17/67 4.30 ( 94 lbs) Sept. 28/67 5.95 ( 90lbs) Furniture 
(4.6¢ lb to 6.6¢ lb) 
FE OU OAT UG 5 eet tas yet Sao eeas erie Feb. 24/67 8.67 (200 lbs) Nov. 7/67 12.89 (150 lbs) Furniture 
; (4.3¢ lb to 8.6¢ lb) 
ELE, oer ay eee ee Mar. 30/67 2.25 ( 16 lbs) Dec. 19/67 3.00 ( 20lbs) Cartons Express 
Apr. 10/67 1.41 ( 50 lbs) Dec. 21/67 3.70 ( 30 lbs) Cartons Freight 
Cars 
NN 
Model Old Cost New Cost 
Belvedere 41°4D Ro Bedan .csciscs cectve os kh cle yaw oo soe nw Cataee WEA Mees SRR Rees J $112.00 $113.00 
Chrysler Newport}@irvtt Geaalrs, scot cet tite ws ats ceca eet ee Gece t ETE ss euisiaie nied 128.00 155.00 — 
Pa Ty ELS BU) Je PHOCL AN asc 207, cin aie eaten aOR digg aus ete 8 urnsacecn lh all eee ae Ree eae 129.00 134.00 
Te Mot raitcy eo BUG Wo ars Ch) an eGo 6, 4 ine conn em Ge eke rs Sart oy eo). 110.00 99.00 
Valiantd00i4D eiitasl ots intots Secs meoleooe.....-kvcsak.s  jegnihiee «cgembels 97.00 99.00 
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Granite 


Due to the cancellation of the special L.C.L. 
rates for granite to various centers in Ontario 
on September 5, 1967, the rate is now twenty- 
seven per cent higher per one hundred 
pounds. 

Competition being so keen, and granite 
very dense or heavy, this places us at a 
serious disadvantage in competing in the 
Ontario markets, resulting in less business 
and a cut back in production. 

Also most of our supplies come from On- 
tario and Quebec. Thus the increase in freight 
rates has raised our production costs. 

These things combined are making it im- 
possible to use outside markets. 
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Also a special L.C.L. rate to Dartmouth 
has been cancelled, making an increase from 
69¢ per hundred lbs. to $1.06. With severe 
competition in this area we are again at a 
disadvantage because of the increase. 


Shipments from Van Rez Furniture 


Old New 

To Weight Rate Rate 
Saint John, N.B. 4760 1.72 2.00 
Fredericton, N.B. 1680 2.38 Ad wp 
Bathurst, N.B. 1400 2.20) 2.01 
1080 1.75 eyis) 

Antigonish, N.S. Toon 1.75 1.78 
Port Hood, N.S. 3445 1.56 1.78 
Freetown, P.E.I. 350 2.17 2.01 
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APPENDIX A-56 


TRANSPORTATION BRIEF, PREPARED JOINTLY BY THE ANNAPOLIS ROYAL 
TOWN COUNCIL AND THE TOWN COUNCIL AND THE ANNAPOLIS DISTRICT 
BOARD OF TRADE. 


Nova Scotians, with no less fervor than 
Canadians of other provinces, have recently 
celebrated their country’s Centennial. A 
review, however, of what Confederation has 
meant to Nova Scotia, strikingly reveals the 
fact that the reorienting of north-south trade 
at the time of Confederation brought economic 
retrogression to many parts of the province. 
Nova Scotia’s geographical location and prox- 
imity to the north-eastern United States had 
provided ideal conditions for maritime trade 
which flourished along with the shipbuilding 
and fishing industries. However, post Confed- 
eration restricted trade with the United 
States, created the more expensive alterna- 
tive east-west trade within Confederation. 


Economic retrogression that followed 
Confederation forced, and continues to force, 
a large number of Nova Scotians to seek 
employment outside the province. The federal 
and provincial governments recognize this 
problem and are attempting to correct this 
situation through such government agencies 
as the Atlantic Development Board, Agricul- 
tural Rehabilitation and Development Act, and 
the Industrial Estates. Very little, however, 
has been accomplished to date in the Anna- 
polis-Yarmouth area. Western Nova Scotia 
remains an area with a minimum of industry, 
an area handicapped by most inadequate 
transportation facilities. 


BAY OF FUNDY FERRY SERVICE: 


Under the present Bay of Fundy ferry ser- 
vice, truck and transport drivers are denied 
the opportunity of having their vehicles fer- 
ried across the Bay of Fundy to Saint J ohn, 
N.B., a distance of approximately forty miles, 
and are forced to take the very long trip of 
approximately three hundred and seventy- 
eight miles over inadequate highways to Am- 
herst and Moncton in order to proceed to 
Saint John. 


We urge that the contemplated ferry ser- 
vice between Nova Scotia and New Bruns- 
wick be such as to permit adequate move- 
ment of trucks and transports over Bay of 


Fundy waters. Secondly, we urge that a study 
be made of hovercraft and its possibilities for 
rapid transit over the Bay of Fundy. 


Cognizant of the fact that the United States 
has taken the lead in deep-sea containerized 
shipping, we urge that an intensive study be 
made of the Digby and Victoria Beach waters 
for use as future deep-sea ports since these 
waters offer great possibilities for the move- 
ment of large freighters. The entrance to the 
Annapolis Basin is approximately one mile 
wide and meets super-port requirements in 
that a berthing depth of one hundred feet is 
possible at low tide. The basin, except for the 
entrance, is landlocked, protected from high 
winds by the North and South mountains, is 
free of ice, has a square mile of turning space 
and requires no dredging. 


HIGHWAYS 


We urge that consideration be given the 
following: 


1. A study of Highway 1 west from Middle- 
ton to Yarmouth to determine present and 
future needs, its suitability for industrial 
traffic requirements, its adequacy for the tou- 
rist traffic including the anticipated tourist 
traffic to the new National Kejimkujik Park. 


2. A study of the old Halifax-Annapolis 
Post Road and the advantages in using this 
same route to build a modern all-weather 
through highway from Halifax to connect 
with the Digby-Saint John Ferry and serve 
the entire western area of the province. 


WHARVES: 


We urge that the Standing Committee on 
Transport and Communications examine the 
need for wharves throughout Annapolis 
County, particularly in Annapolis Royal and 
at Parker’s Cove. 


The Annapolis Royal harbour, used by 
shipping interests for over three hundred and 
fifty years, has many advantages for year- 
round shipping. It is ice-free, requires no ice 
breakers, is protected on the north and south 
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from high winds by mountains and is situated 
approximately fifteen miles from the Bay of 
Fundy. The one remaining wharf is privately 
owned and, though very useful in emergency 
situations, it is considered entirely inadequate 
in its present state for today’s general freight 
handling. Exports from Annapolis Royal in 
1967 included approximately three million 
feet of sawn lumber produced in the town, 
plus twelve thousand cords of pulpwood pro- 
duced in the Annapolis district. Nine ocean- 
going ships used the wharf during 1967. 
The total value of wood exports amounted to 


ee ee el 
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approximately $1,000,000.00. Much needed, 
improved wharf facilities would encourage 
many exports including fruit and forest 
products as well as imports such as oil, grain 
bulk cement, fertilizers, etc. 

Western Nova Scotia’s geographical location 
suggests great possibilities for trade with the 
north-eastern United States, New Brunswick, 
Quebec and Ontario, but only when adequate 
ferry service, good highways and wharves are 
made available, can such possibilities be 
realized. 
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APPENDIX A-57 


SUBMISSION TO 


STANDING COMMITTEE ON 
TRANSPORT AND COMMUNICATION 


BY 


CLARE CHAMBER OF COMMERCE 
CHURCH POINT, NSS. 


WATER TRANSPORTATION: 


Water transportation in southwestern Nova 
Scotia is outmoded; not only has it not kept 
pace with normal improvements, but facilities 
are inferior to those available some years ago. 
There are no docking facilities for freighters 
along the Clare coastline to handle lumber, 
pulp wood or other products, which would be 
a more economical means of shipment. 

The delay in improving ferry service 
between Digby, Nova Scotia, and St. John, 
New Brunswick, is a constant source of con- 
cern and hardship to shippers and of inconve- 
nience to passengers. Ferry service between 
these points should accommodate trucks, 
vans, railway freight cars and offer piggyback 
facilities. Loading and unloading at the 
Digby-St. John ferry causes breakage and 
spoilage, forcing shippers to abandon this 
means of transport. The quality of fish, in 
particular, very often depends on minimum 
handling and on the amount of time 
required to reach the market. There is no 
direct shipment via the only railway serving 
Digby County (Canadian Pacific), and the 
required transfer to C.N.R. facilities not only 
increases the cost but also is a cause of con- 
siderable delay. 


Summer time traffic warrants additional 
ferrying facilities to Bar Harbour. In this way 
additional space would be available for com- 
mercial trucking to the northeastern United 
States region. With one ferry during the sum- 
mer, it is very difficult to obtain proper space 
for such commercial trucking. 


FREIGHT RATES: 


It has been demonstrated that inequalities 
in freight rates, even within the province, 
produce unfair competition. The Clare Cham- 
ber of Commerce is concerned over the 


freight rate structure. However, it is under- 
stood that your Committee has received docu- 
mented submissions to this effect. 


HIGHWAYS: 


Although highway facilities for southwest- 
ern Nova Scotia is the responsibility of the 
government of the Province of Nova Scotia, 
the Clare Chamber of Commerce finds that 
the closing of highways to heavy commercial 
and industrial trucking during the spring 
thaw, for a period of four to six weeks, 
places a severe handicap on the industries in 
the southwestern area of Nova Scotia. This is 
especially true for the fishing industry of 
Clare. 

The Clare Chamber of Commerce therefore 
urges the House of Commons Standing Com- 
mittee on Transport and Communications to 
present to the House of Commons a resolution 
for making financial grants possible to pro- 
vincial governments. With such grants the 
primary road system of our province could be 
improved by the construction of an all-weath- 
er system of highways leading to different 
areas of southwestern Nova Scotia and offer- 
ing a more rapid connection to the Trans- 
Canada Highway System. The saving of time 
and money by such a highway system would 
enable industries in this area to be more 
competitive. 


AIRPORT: 


The Clare Chamber of Commerce recom- 
mends that a comprehensive study be made 
by the federal government to find a suitable 
site for an all-weather regional airport. The 
present airport serving southwestern Nova 
Scotia, because of frequent climatic condi- 
tions, is not always available for scheduled 
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air flights. On many occasions flights sched- 
uled to land at the Yarmouth airport have 
been required to reroute the landing to an 
airport two hundred miles away or in the 
case of chartered flights to return to the point 
of origin. This has caused much inconven- 
ience and loss of time and money to the cus- 
tomers as well as the airlines. 


In studying the question of a new location 
for an airport, the Clare Chamber of Com- 


merce believes the following factors should 


be considered in determining a suitable site 


for this region: 


(a) A location far enough inland to minimize 
the effects of coastal fogs. 

(b) A site large enough so as to expand with 
the regional requirements. 

(c) A site so located as to best serve the 
regional areas of Yarmouth, Digby and 
Shelburne. 

(d) A site that could be easily accessible to 
any all-weather primary highway sys- 
tem to be constructed in this area. 

(e) The airport should be designed for the 
utmost utilization of industrial and 
commercial air freight transportation. 


CAUSEWAY: | (Parrsboro-Kentville connec- 


tion) 


The Clare Chamber of Commerce believes 
that the southwestern area of Nova Scotia 
would greatly benefit by the construction of a 
causeway connecting Cape Blomidon (Kent- 
ville area) with Parrsboro. Such a connection 
would reduce highway mileage between 
southwestern Nova Scotia and New Bruns- 


_ wick by approximately 140 miles. 


The types of construction should be consid- 
ered in evaluating such a crossing, as: 

(a) A causeway with a high level bridge to 

allow free flow of seagoing traffic 
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between Bay of Fundy and Minas 
Basin area 
or 

(b) A causeway equipped with lock facilities 
for seagoing traffic. This type of a sys- 
tem could possibly be constructed so as 
to utilize the electrical power poten- 
tialities of the extreme tides of the 
Minas Basin. The additional power 
would be very useful to the industrial 
development of this region of Nova 
Scotia. 


CONCLUSION: 


Finally, the Clare Chamber of Commerce 
urges that the House of Commons Standing 
Committee of Transportation and Communi- 
cations present a resolution to the members 
of the House of Commons, proposing that a 
substantial appropriation of money be made 
available to carry out a comprehensive trans- 
portation study for the Maritime Provinces. 
From such a study a “Master Plan” of trans- 
portation requirements for the Maritime 
Provinces could evolve and sound recommen- 
dations could be made for its implementation. 


THIS “MASTER PLAN” SHOULD NOT 
BE PREPARED FOR THE IMMEDIATE 
FUTURE ONLY. IT SHOULD BE LONG 
RANGE IN SCOPE TO COVER TWO OR 
THREE DECADES OF THE MARITIME 
PROVINCES’ FUTURE AND, ALSO, WITH 
SUFFICIENT FLEXIBILITY TO MEET ANY 
CHANGING CONDITIONS THAT MAY 
OCCUR DURING THAT PERIOD. 


IT IS OUR SINCERE BELIEF THAT THIS 
WAY, AND ONLY THIS WAY, THE 
TRANSPORTATION QUESTION OF THE 
MARITIME PROVINCES CAN BE FOCUSED 
IN ITS PROPER PERSPECTIVE. 
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APPENDIX A-58 


SUBMISSION TO THE STANDING COMMITTEE ON TRANSPORT AND COMMUNI- 

CATIONS BY THE CITY OF SAINT JOHN WITH RESPECT TO THE MARITIME 

FREIGHT RATES ACT AND TRANSPORTATION PROBLEMS IN THE ATLANTIC 
PROVINCES 


INTRODUCTION 


The City of Saint John welcomes the 
opportunity to appear before the Standing 
Committee on Transport and Communications 
and submit its views on certain aspects of 
transportation relating to the Atlantic 
Provinces. 


Since the time for preparation of submis- 
sions was relatively short it is our intention 
to examine some of the serious problems fac- 
ing this area, and to suggest, in general 
terms, certain solutions. 


The terms of reference of the Committee 
are to examine the effectiveness of the Mari- 
time Freight Rates Act with power to study 
and make recommendations concerning 


(a) changes or alterations which may 
now be desirable in the Maritime Freight 
Rates Act; and 


(b) alternative methods of assisting 
transportation in the Atlantic Provinces 
either in addition to the Maritime Freight 
Rates Act or in substitution therefor in 
whole or in part with the purpose that 
maximum benefits be obtained by the At- 
lantic Provinces from the expenditure 
being made. 


It is significant that the terms of reference 
are not restricted solely to the study of the 
Maritime Freight Rates Act but encompass all 
aspects of transportation. 


Prior, and subsequent, to Confederation the 
transportation issue has been of prime con- 
cern as it affects the economy and standard of 
living of the Atlantic Provinces. At the time 
of Confederation the problem was of sufficient 
paramountcy to require a commitment by the 
Fathers of Confederation to construct the In- 
tercolonial Railway as an inducement to the 
Atlantic Provinces to join in Confederation. 
The effect of this commitment was expressed 


by the Honourable George Brown (Halifax, 
September 10, 1864) in the following words: 


“Union of all the provinces would break 
down all trade barriers between us, and 
throw open at once to all a combined 
market of four millions of people. You in 
the east would send us your fish and your 
coals and your West India produce, while 
we send you in return the flour and the 
grain and the meats you now buy in Bos- 
ton and New York.” 


In joining Confederation the Atlantic Prov- 
inces irrevocably relinquished their rights to 
trade in the competitive market in the United 
States. The construction of the Intercolonial 
Railway was necessary not only to offset 
trade in this market but to effect a “political 
union for the colonies”. 


For these reasons transportation in the At- 
lantic area has not been nor was it intended 
to be, profit producing. 


MARITIME FREIGHT RATES ACT 


The Maritime Freight Rates Act came into 
force on July 1, 1927 as a result of certain 
conclusions arrived at by the Duncan Com- 
mission. The Duncan Commission found that 
up to 1912 Maritime trade and business was 
able to bear the rates prevailing at that time. 
Subsequent to that date the Commission fur- 
ther found that the railway rates in the Mari- 
times increased disproportionately to in- 
creases that had occurred in other parts of 
Canada. This observation by the Commission 
resulted in the following conclusion: 

“That the rate structure as it has been 
altered since 1912 has placed upon the 
trade and commerce of the Maritime 
Provinces (a) a burden which, as we have 
read the pronouncements and obligations 
undertaken at Confederation, it was 
never intended it should bear, and (b) a 
burden which is, in fact, responsible in 
very considerable measure for depressing 
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abnormally in the Maritimes today busi- 
ness and enterprise which had originated 
and developed before 1912 on the basis 
and faith of the rate structure as it then 
stood.” 


Briefly, the Maritime Freight Rates Act 
provides a reduction in rail rates of 20 per 
cent on traffic moving within the “select terri- 
tory” and a reduction of 30 per cent on traffic 
moving westbound from the “select territory”’ 
to other parts of Canada. The 20 per cent 
reduction applies to the total rate whereas the 
30 per cent reduction applies only to that 
portion of the rate attributable to the haul 
within “select territory” or, in effect, as far as 
Levis, Quebec on the C.N.R. and Boundary, 
Quebec on the C.P.R. The reductions do not 
apply to the following: 

(a) traffic to or from the United States 

(b) eastbound traffic originating west of 
Boundary, Levis and Diamond, Quebec 

(c) import traffic from overseas points 

(d) export traffic or traffic for further- 
ance by water through ports west or 
north of Boundary, Levis and Diamond, 
Quebec 

(e) passenger or express movements. 


A further significant feature of the Act is 
that reduced rates are deemed to be statutory 
rates and not based on any principal of fair 
return to the railway for service rendered in 
the carriage of traffic. Accordingly, the Board 
is not permitted to “approve nor allow any 
tariffs that may destroy or prejudicially affect 
such advantage in favour of persons or 
industries located elsewhere than in such 
select territory”’. 


EFFECT OF MARITIME FREIGHT RATES 
ACT 


Although the Act as reflecting government 
policy is intended to provide lower rates for 
the maritime Provinces in comparison to 
other parts of Canada, the introduction of 
competition to the railways by other forms of 
transport has to a large extent destroyed the 
advantages provided in the Act. 


The trucking industry on the national 
level accounts for a significant percentage of 
commodity transportation. This has resulted 
in a smaller volume of traffic being carried 
by the railways yet railway costs have con- 
tinued to increase. Consequently, these costs 
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are required to be borne by a lesser number 
of users. 


EFFECT OF NATIONAL TRANSPORTA- 
TION: ACT 


The National Transportation Act (Chapter 
69, 14-16 Elizabeth II, 1967) has defined the 


Government’s policy with respect to transpor- | 


tation system as follows: 


“1. It is hereby declared that an economic, 
efficient and adequate transportation sys- 
tem making the best use of all available 


modes of transportation at the lowest ' 


total cost is essential to protect the inter- 
ests of the users of transportation and to 
maintain the economic well-being and 
growth of Canada, and that these objec- 
tives are most likely to be achieved when 
all modes of transport are able to com- 
pete under conditions ensuring that 
having due regard to national policy and 
to legal and constitutional requirements. 


(a) regulation of all modes of transport will 


not be of such a nature as to restrict 


the ability of any mode of transport to 
compete freely with any other modes of 
transport; 


(b) each mode of transport, so far as practi- 
cable, bears a fair proportion of the real 
costs of the resources, facilities and 
services provided that mode of trans- 
port at public expense; 


(c) each mode of transport, as far as practi- 
cable, receives compenstation for the 
resources, facilities and services that it 
is required to provide as an imposed 
public duty; and 


(ad) each mode of transport, so far as practi- 
eable, carries traffic to or from any 
point in Canada under tolls and condi- 
tions that do not constitute 
(i) an unfair disadvantage in respect of 


any such traffic beyond that disadvantage 


inherent in the location or volume of the 
traffic, the scale of operation connected 
therewith or the type of traffic or service 
involved, or 

(ii) an undue obstacle to the inter- 


change of commodities between points in 


Canada or unreasonable discouragement 
to the development of primary or second- 
ary industries or to export trade in or 


from any region of Canada or to the 
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movement of commodities through Cana- 

dian ports; 
and this Act is enacted in 
accordance with and for the attain- 
ment of so much of these objectives 
as fall within the purview of subject 
matters under the jurisdiction of 
Parliament relating to transporta- 
tion?’ 


Since the national policy is related to total 
costs in order to maintain ‘economic well- 
being” the Maritimes are still in the posi- 
tion of being required to pay more to tran- 
sport their goods to the markets in central 
and western Canada because of the greater 
distances from those markets. For this reason 
the national policy therefore does not take 
into account the geographical disadvantages 
of the Maritimes. 


It is important to note that Section 1 of the 
National Transportation Act refers to a situa- 
tion where “all modes of transport are able to 
compete’’. 


In order to give effect to this policy it 
therefore becomes necessary to re-examine 
the Maritime Freight Rates Act and apply the 
subsidies contained therein to all forms of 
transport. 


The report of the Economist Intelligence 
Unit Limited relating to the Atlantic Prov- 
inces transportation study (January 1967) 
recommended that the extension of the sub- 
sidy on westbound movements to all types of 
licensed public common carriers would 
remove the present distortion as between 
competing modes of transportation. 


EASTERN RATES 


Section 329 of the Railway Act, which was 
amended by Section 50 of the National Trans- 
portation Act, provides for the movement of 
grain and flour to eastern ports from inland 
points (the latter being defined as railway 
points west of Prescott) at freight rates estab- 
lished some years ago. The purpose of the 
section is to encourage “The continued use of 
the Eastern ports for the export of grain and 
flour”, (the Eastern ports being any of the 
ports of Halifax, Saint John, Montreal and 
ports on the St. Lawrence River to the west 
of Montreal). 


Under this scheme the Governor-in-Council 
is authorized to pay to a railway company 
that carries flour or grain to eastern ports at 
eastern rates, an amount equal to the differ- 
ence between the amount received by the 
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company and the rates that would normally 
have been charged for the carriage of those 
goods. 


The eastern ports, particularly the port of 
Saint John, have the facilities for transport- 
ing, shipping and loading all types of 
commodities. 


It is submitted that in order to make great- 
er use of our existing port facilities and to 
effectively assist transportation in the Atlan- 
tic Provinces, the provisions of Section 329 of 
the Railway Act be enlarged so that Eastern 
rates be applied to a variety of commodities 
in addition to grain and flour. This suggestion 
is based on the assumption that no com- 
petitive mode of transport to the eastern ports 
is available for these other commodities. 


MARITIME PORT FACILITIES 


It is evident in the National Transportation 
Act that shippers throughout Canada are 
encouraged to use the facilities at the ports of 
Saint John and Halifax. However, other areas 
of the Maritime Provinces are being provided 
with duplicate port facilities which have the 
direct effect of lessening the use of these two 
major ports. 

It is suggested that some measure of con- 
trol be imposed upon the planning and estab- 
lishment of harbour facilities in the 
Maritimes. 

The creation of a Maritime Harbour Con- 
trol Board, given adequate powers, would 
receive applications for new harbour facili- 
ties. The Board would take into consideration 
the available facilities at the ports of Saint 
John and Halifax whether they are being 
used to capacity, and what efficiencies may be 
effected by the establishment of new 
harbours. 


It is obvious that planning of ports in this 
way would achieve economies and generally 
upgrade the efficiency of transportation in the 
Maritime Provinces. 


CONCLUSION 

The City of Saint John subscribes and sup- 
ports the views and recommendations pre- 
sented in the Briefs of the Saint John Port 
and Industrial Development Commission and 
the Saint John Board of Trade and particu- 
larly their comments on the modernization of 
port facilities and expansion of highway 
systems. 
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The submission of the City of Saint John (3) that a Maritime Harbour Control 
may be summarized as follows: Board be established for the purpose of 
(1) that the Maritime Freight Rates Act proper planning of new harbour facilities. 


and the subsidies provided therein for DATED at Saint John the 14th day of Feb- 
railways be applied to all forms of ruary AD. 1968. 


transport; 
(2) that the Eastern rates under the Submitted on behalf of the 
Railway Act for shipments to eastern City of Saint John by 


ports be enlarged and made to apply to a 
variety of commodities in addition to J. A. MacDougall, M.D., 


grain and flour; and MAYOR 


| 
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APPENDIX A-59 


BRIEF TO 


THE HOUSE OF COMMONS 
STANDING COMMITTEE ON 
TRANSPORTATION AND 
COMMUNICATIONS 


From the Saint John Port & Industrial 
Development Commission, Saint John, New 
Brunswick 


‘Mr. Chairman and Gentlemen: 

The Saint-John Port and Industrial Devel- 
opment Commission wishes to express its 
thanks for the opportunity of presenting this 
brief and appearing before your committee 
during the visit of your board to Saint John. 


This Commission, created by an act of the 
legislature, is a fully corporate body estab- 
lished in 1961, “to improve the maintenance, 
equipment, administration, development and 
prosperity of the Port and the industrial 
development and prosperity of the City”. 


Therefore, our interest in presenting this 
brief is primarily related to much needed 
modernization of port facilities and the total 


‘upgrading of all forms of surface transporta- 


tion in order that this infrastructure may 
/more efficiently serve the Port in today’s rap- 
idly changing transportation technology. 


- These needs are also obviously interrelated 
to the expansion of industrial and economic 
| growth within the community. 


_ At the outset however, this Commission 
‘wishes to go on record that we irrevocably 
support the principal of the growth center 
concept for regional development = as 
envisaged in those submissions and reports 
relating to economic growth in the Atlantic 
Region by agencies including the Economic 
| Council of Canada and the Atlantic Provinces 
Economic Council. In addition, the Atlantic 
Provinces Transportation Study of 1967— 
‘commissioned by the Federal Government— 
‘and carried out by The Economist Intelli- 
gence Unit of London, England, said that 


|“Public Policy should be particularly con- 


cerned to encourage the growth and develop- 
ment of such (Growth) centers and thus hope 


to stimulate the development of the various 
external economies of scale which occur in 
prosperous and developing areas’’. 


In previous submissions made by the Saint 
John Port and Industrial Development Com- 
mission to the Federal Government and the 
Atlantic Development Board, we have con- 
sistently advocated the importance of the 
growth center concept in the encouragement 
that should be given to both new industry 
and the addition of modern transportation 
facilities. 


In spite of this, the community of Met- 
ropolitan Saint John continues to be handi- 
capped by the failure of the Federal Govern- 
ment to provide first, those incentatives to 
industry under the Designated Area Formula 
and secondly, there has been a failure on the 
part of those federal agencies concerned to 
provide the vital and modern infrastructure 
that are necessary if the Port of Saint 
John—one of Canada’s National Ports—is to 
maintain its competitive position in world 
trade. 


Over recent months, the Saint John Port 
and Industrial Development Commission has 
made an extensive examination on the com- 
plex subject—“The Total Future of the Port 
of Saint John’. In this work we have been 
assisted from many sources and particularly 
by the New Brunswick Research and Produc- 
tivity Council. The special skills and reserach 
ressources of R.P.C. have been of extensive 
assistance to us in this examination. 


The result might well be considered and 
inventory of existing port facilities and an 
assessment of this inventory against the need 
for more modern aids in order to accelerate 
greater productivity—and consequent savings 
to the shipper in the trans-shipment of his 
goods. 
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The emphasis in this examination of the 
Total Future was directed into the areas that 
would employ modern equipment, new tech- 
nology and special forms of automation that 
would permit the Port of Saint John to spe- 
cialize in the handling of a great number of 
commodities. 


At the outset—and we cannot say this too 
positively—the construction of additional 
piers and transit sheds—just for the exercise 
of creating a modern looking port, is in itself 
nothing more than sheer waste. 


This is particularly true when such addi- 
tional plant space is not designed to serve a 
specific purpose, that will fill a given role 
which will attract special forms of cargo with 
subsequent economies to the shipper because 
of the up-to-the minute handling methods and 
devices. 


It is a well-known fact that the Saint John 
waterfront work force has the reputation of 
being among the most productive to be found 
at any port in the world. 


However, this productivity must be further 
accelerated to keep pace with the dictates of 
changing economies now evident in the trans- 
portation industry. Only the very best in 
equipment and working conditions will con- 
tribute significantly in the struggle to further 
cut costs. 


We urge the House of Commons Standing 
Committee on Transportation and Communi- 
cations to support our request for the follow- 
ing port facilities: 


CONTAINERIZATION 


The rapidly growing impact of containeri- 
zation in the world of transportation is obvi- 
ous to all and is a subject we need not elabo- 
rate upon in this submission. 


We propose that planning be undertaken at 
one and that the necessary funds be allocated 
by the Federal Treasury for a pilot plan 
investment in mobile, container-handling 
facilities at the Port of Saint John. 


We are not recommending that a great 
capital investment be involved initially in the 
provision of such installation. This proposal 
suggests the placing into service versatile, 
mobile lift cranes to operate from existing 
pier aprons on both sides of the harbour and 
that several small container storage and cargo 
assembly areas be provided at advantageous 
locations within the port area. 
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The final objective of such a plan would be 
to ultimately develop a master container-port 
terminal to handle the cargo from “pure” 
container ships when the traffic volumes seem 
to justify a major expenditure. 


The land areas for such a fixed installation 
are already available at Navy Island (20 
acres) and Long Wharf (14 acres) for such 
container port operations. Both areas offer the 
capacity of back-up space so important to this 
type of facility. 


Meanwhile, traffic in the container field 
moving through the Port of Saint John con- 
tinues to grow and local steamship agents and 
stevedoring organizations report that the im- 
provised methods and the cost of private crane 
rentals are placing the port at a serious disad- 
vantage in the handling of container traffic. 


BULK UNLOADING FACILITIES (Dry) 


The need for a Marine Leg facility for the 
discharge of dry bulk commodities has long 
been advocated as a vital facility at the Port 
of Saint John. 


This type of equipment has particular sig- 
nificance for the mill-feed producers, poultry 
and beef producers, and agriculture generally 
in the entire South-Western area of the Prov- 
ince of New Brunswick. In addition brewery 
operations would benefit materially. The han- 
dling of sulpher and potash is also dependent 
upon a marine leg for economic handling. 


The New Brunswick Department of 
Agriculture, the Atlantic Provinces Feed 
Manufacturers Association and this Commis- 
sion have long advocated this type of equip- 
ment for the port. 


This subject has also been before the At- 
lantic Development Board on two occasions in 
recent years. 


Unloading facilities of this type would cre- 
ate savings for the primary producers in the 
field of agriculture and would have a further 
tendency to stabilize grain and mill feed 
prices throughout the region. 


South-eastern and South-western feed pro- 
ducers and farmers are faced with the costs 
of back-hauling their requirements from Hali- 
fax which has a marine leg operation. 


Such facilities would also have an impor- 
tant role to play in the discharge of other 
types of bulk commodities, which now can 
only be unloaded through a slow and labour- 
ous clam or bucket operation. 
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Additional domestic grain storage facilities 
may also be required. 


For many years—we have been told—tidal 
fluctuations have been a deterrent to such 
installation. However, we now know that Ma- 
rine Leg units can be obtained that have tele- 
scopic suction spouts that will function under 
all types of tidal conditions. 


BULK UNLOADING—(Liquid) 


The need for liquid bulk unloading and 
loading equipment for both import and 
export has frequently been indicated. Steam- 
ship agents have often reported the refusal 
of this form of cargo, because of the failure 
to provide the necessary facilities. Involved in 
such traffic is Latex, Vegetable and animal 
oils, fats and liquid chemicals. 


The importance of the molasses industry 
to Saint John is related to such a need. In 
addition it is recommended that the provision 
of bulk liquid storage tanks be provided 


- within the port area for storage and holding 


purposes. 


During World War II some _ primitive 
equipment was available here for liquid load- 


ing and unloading. However, this outmoded 
installation was not replaced and consequent- 


ly this form of valuable traffic was lost to the 


| port. 


PERISHABLES—REFRIGERATED 


- Examination of the potential of the frozen 
food industry coupled with the imports of 
frozen meats from Australia and New Zea- 


land points to the need for refrigerated or 
_reefer-type facilities for the handling and 
_ storage of this form of traffic. 


In addition certain forms of pharmaceuti- 
cals and other commodities demand this type 
of facility. Not the least of these is the fish 
packing industry. 

This Commission maintains that with this 
type of service to offer—with this kind of 
facility not found at most ports, Saint John 
would be able to specialize in attracting 
volume movements from shippers not only in 
the Province and New England—but on a 
national level. 


The savings to the shipper in this instance 


would be represented in the possible reduc- 


tion of rail car demurrage costs, cargo assem- 
bly and the assurance of protection for his 
product. 
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It is proposed that such facility be located 
at dockside. 


SCRAP METAL HANDLING 


The movement of scrap metal through the 
Port of Saint John has all but disappeared. 
This at one time represented substantial busi- 
ness for the port. The lack of handling equip- 
ment again illustrates this situation. 


A potential of 40,000 tons—from regional 
shippers—might be anticipated, should mod- 
ern handling equipment be introduced. 


OTHER REQUIREMENTS 


During the 1930’s all of the deep sea termi- 
nal facilities in West Saint John were rebuilt 
following a disastrous fire. Following the 
reconstruction the west side of the harbour 
offered the most modern facilities to be found 
anywhere in the world. 


However, during World War II, and five 
years of hectic, round-the-clock, maximum 
use of these facilities with literally little or no 
maintenance left the entire port area in an 
almost disastrous state of ill-repair. 


Since the close of the war and up until the 
early 1960’s, an extensive job of moderniza- 
tion has been carried out on the east side of 
the harbour. 


However, little or no new development was 
planned to the more extensive facilities in 
West Saint John. The work of maintenance 
alone became an extreme burden which has 
not been overcome, even now, almost a quar- 
ter of a century after the close of the war. 


The area known as berths 5, 6 and 7 and 
northward to Pier 4 has almost ceased to 
have any practical use—and should normally 
be the most functional area within the port. 


This Commission recommends to the House 
of Commons Committee that a total examina- 
tion be made of the West Saint John port 
area and that in the early rehabilitation of 
facilities on that side of the harbour, that 
provision be made in such redevelopment 
plans for the following: 


Container Facilities, 

Timber and Wood Product Handling, 
Scrap Metal Handling, 

Refrigerated Terminals, 

Bulk Unloading Facilities (Dry and 
Liquid), Automotive and _ Vehicle 
Handling, etc. etc. 
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PORT ROAD AND RAIL SERVICES 


In the studies carried out by the Port and 
Industrial Development Commission, an 
inventory of road and rail services indicated 
the need for improvement—with consequent 
economic benefits to the shipper—in the 
elimination of bottlenecks and restrictions 
that retard the free flow of cargos to the 
portside. 

It is recommended that the road system— 
now related to the completion of the new 
harbour-bridge facility be examined. Access 
to some of the transit sheds requires improve- 
ment in as much as these were designed long 
before the advent of the huge transport truck. 
Access bays to terminal sheds also require 
modernization to permit ease in operation. 


The railways do an excellent job in servic- 
ing the port areas on both sides of the har- 
bour although the south-eastern approaches 
(over a single-line antiquated trestle) to the 
modern piers at Pugsley Terminal again cre- 
ate serious restrictions in access to these 
important east-side facilities. 


SWITCHING CHARGES—INTERCHANGE 


Perhaps one of the greatest single hand- 
icaps to increased traffic movement within the 
port authority area is the switching charge 
for railway cars in interchange. 


This antiquated method of charges levied 
by one railway system against its counterpart 
within the port area results in frustrations for 
the shipper and inflated costs which the ship- 
per cannot understand and will try to avoid 
by not shipping through the port. 


The Port of Saint John is unique in that the 
east side of the harbour is serviced by 
Canadian National Railways while West Saint 
John is serviced by Canadian Pacific Railway. 
This again is further complicated by the loca- 
tion of the vessel that is scheduled to take on 
the cargo. If the commodity is being moved 
by the Canadian National and the vessel is 
berthed in West Saint John the problem 
arises. Conversely, the opposite situation 
develops when the Canadian Pacific is the 
common carrier and the vessel is moored on 
the east side of the harbour. 


In some instances the switching charge 
costs are all inclusive—but the charges are 
there nonetheless. In other instances and in 
particular class of commodity, the switching 
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charge is absorbed. However, the problem 
exists on a very wide range of commodities 
and acts as a deterrent to the inducement of 
additional traffic to the port. 


We recommend that this antiquated method 
of assessment be abolished. The House of 
Commons Standing Committee will recall that 
some months ago the government (following 
consultation with the railways) announced the 
abolition of inter-switching charges in dozens 
of Canadian dual-railway communities. 


SAINT JOHN-DIGBY FERRY SERVICE 


The subject of modern ferry service 
between the ports of Saint John and Digby 
has been the object of a great deal of work 
and exploration by the Saint John Port and 
Industrial Development Commission. In this 
vital matter of a modern transportation link 
with south-western Nova Scotia there has 
been close liaison and consultations with the 
various community and Board of Trade 
officials in Nova Scotia. 


In June 1967, a strong delegation represent- 
ing the Province of New Brunswick, the 
Province of Nova Scotia, the areas in Nova 
Scotia affected and the City of Saint John met 
with four senior cabinet officials in Ottawa on 
this vital matter. The twenty-member Ottawa 
delegation presented a brief in support of the 
new Saint John-Digby Ferry Service and 
were assured by the government (the then 
minister of transport) that “in the very, very, 
near future adequate ferry service would be 
provided connecting Saint John and Digby”. 
Other ministers present at the Ottawa meet- 
ing promised early and positive action would 
be taken. 


Since the Ottawa meeting we have been 
advised of the continuing negotiations 
between the operating company and the fed- 
eral government. However, the announcement 
anticipated some months ago is still not 
forthcoming. 


We urge the House of Commons Standing 
Committee to consider what action should 
now be taken to bring about a prompt 
announcement that will lead to the early 
establishment of this new service. 

Note: For the information of the House of 
Commons Standing Committee, we attach 
herewith a copy of the brief presented to the 
cabinet members in Ottawa last June. 
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DEEP-SEA “SUPERPORT” FACILITIES 


Much national press coverage has been 
given to comment attributed to sources in the 
Federal and Provincial Governments and the 
recent announcement by the Atlantic Deve- 
lopment Board that studies would be under- 
taken to determine potential sites of the 
establishment of a superport along the Atlan- 
tic Seaboard. 


These facilities would be designed to 
accommodate the giant, ocean bulk carriers of 
100,000 to 500,000 tons. Areas in both Nova 
Scotia and New Brunswick have _ been 
referred to as potential sites offering water 
depths and other navigational requirements 
that would make the harboring of these great 
vessels possible. 


The Port and Industrial Development Com- 
mission believes that such deep-sea terminals 
could well be constructed at the Port of Saint 
John or in the immediate waters consequently 
utilizing the great assembly of ancilliary ser- 
vices, i.e. rail and road facilities, labour 

_ force, pilotage, marine repair services, and a 
host of other port conveniences already 
assembled. 


The shorter overland haul by rail to the 
large central Canadian and United States 
markets and the availability of both of Cana- 
da’s national railway systems already serving 
the port as well as an excellent waterfront 
labour force, harbour pilots and tugs are 
advantages that would represent many mil- 

' lions of dollars saved in providing such infra- 
structure to serve a total new superport con- 
cept elsewhere. The Port and Industrial 
| Development Commission wants to go on 
record as advocating that the Port of Saint 
John and its potential utilization as a deep- 
water, superport be given top priority in any 
_ studies being undertaken by the Federal Gov- 
/ ernment and the Atlantic Development Board. 


THE CHIGNECTO CANAL 


Perhaps no proposed public project has had 
greater documentation over a longer period 
than the Chignecto Canal. A waterway con- 
necting the Bay of Fundy and Northumber- 

land Strait has been talked about for more 
than 275 years. The construction of same was 
a condition of Confederation. 


| 


Regional studies on this matter were made 
in 1822. 
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Federally commissioned studies have been 
numerous dating from 1868. In 1882 the Chig- 
necto Marine Railway Transport Company 
initiated action that would commence the con- 
struction of a marine railway that would 
carry vessels across the narrow isthmus. In 
the late 1920’s, and the early 1930’s, the Chig- 
necto Canal was again before the federal gov- 
ernment and again in late 1940’s and early 
1950’s, the proposal again recéived federal 
attention. 


This Commission feels that beyond any 
doubt the impact of a waterway connecting 
the Bay of Fundy and the Gulf of St. Law- 
rence would have economic advantages to the 
future of the Port of Saint John. 


As a natural extension of the St. Lawrence 
Seaway and the traffic which that facility has 
generated, we believe this to be indicative of 
the opportunities that would result by making 
the Bay of Fundy a through waterway. 


The industrial implications are also of sig- 
nificant nature in as much as this region of 
New Brunswick would be 480 miles nearer to 
the mammoth central Canadian market. 


SUPPORT OF OTHER PRESENTATIONS 


The Saint John Port and Industrial Deve- 
lopmentn Commission joins with those other 
regional and local boards and commissions 
and city council in supporting the briefs and 
presentations being made to you during your 
tour of the Atlantic Provinces. We particular- 
ly wish to endorse the views expressed by the 
Maritimes Transportation Commission with 
respect to the Maritimes Freight Rates Act 
and recommendations expressed in their brief 
dealing with the new non-carload rate struc- 
ture introduced by the railways in Septem- 
ber, 1967. 


We support the stand taken in the brief 
presented by the City of Saint John dealing 
with the many requirements advocated and 
related to the future economic potential of the 
community. 


We further concur in the recommenda- 
tion contained in the brief presented by the 
Saint John Board of Trade and particularly 
as that relates to the proposed need for 
improved highway services and the concept 
of the East-West Interstate highway in the 
United States which would link New York 
State with the Atlantic Seaboard at St. Ste- 
phen, New Brunswick. 
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IN CONCLUSION 


We at the Port and Industrial Development 
Commission want to convey to the House of 
Commons Standing Committee on Transpor- 
tation and Communications our thanks for the 
opportunity of presenting this brief. 


We also want to take this opportunity to 
extend to the Committee our best wishes for 
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a successful conclusion to your deliberations 
here in the Atlantic Provinces. 


On behalf of the Saint John Port and In- 
dustrial Development Commission, 
Respectfully Submitted 


Philip W. Oland 
CHAIRMAN 


February 13, 1968 


en 
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APPENDIX A-60 


SUBMISSION TO THE 


HOUSE OF COMMONS STANDING 
COMMITTEE ON TRANSPORTATION 
AND COMMUNICATIONS BY 


THE SAINT JOHN BOARD OF TRADE 
FEBRUARY 13, 1968 


Mr. Chairman and Gentlemen: 


The Saint John Board of Trade wishes to 
commend you for your visit to the Atlantic 
Provinces. We appreciate the opportunity of 
presenting this submission to you and will 
look forward to appearing before your com- 
mittee during your visit to Saint John. 


Our Board of Trade has reviewed the terms 
of reference of your committee and we 


believe your purpose is to attempt to arrive 


at an understanding of the region’s transpor- 
tation system as it now exists. Our Board of 
Trade does not feel competent to outline for 
your committee in detail this present system, 
but rather, this brief will attempt to describe 
in a general way the existing facilities in New 
Brunswick, with particular emphasis on the 
southern part of the Province, and to outline 
the changes we feel would be most beneficial 
to our area. 

In particular, this brief will attempt to 
point out the most important existing defi- 
ciencies in our area’s transportation system. It 
will show the reason why it is felt most 
strongly that the industrial growth of at least 
the southern part of New Brunswick, and 
perhaps that of the whole Province, is 
dependent upon the growth of Saint John and 
how that growth is in large measure depend- 
ent in turn upon the existence of a modern 
transportation network or infrastructure. 

The economic development policies of the 
Saint John Board of Trade are based on the 
premise of the growth centre concept. This 
concept has in recent years been widely 
adopted and promoted by all of the major 
organizations interested in the economic 
growth of the region. 

The need for growth centres was empha- 
sized in the submission which the Atlantic 
Provinces Economic Council made to the 
Royal Commission on Taxation in 1963 and 


again in their submission to the Atlantic 
Development Board in 1965. It was further 
emphasized in the APEC publication, “A 
Development Program for the Atlantic Prov- 
inces”’, published in May, 1965. The establish- 
ment of growth centres for regional develop- 
ment was recommended by the Economic 
Council of Canada in its Second Annual Re- 
view of December, 1965 and by The Econo- 
mist Intelligence Unit in their Atlantic Prov- 
inces Transportation Study published in 1967. 
“In fact, the building of centres of industrial 
agglomeration is recognized almost every- 
where as a necessary part of a. program for 
regional development.” ** 


The Economist Intelligence Unit in their 
Atlantic Provinces Transportation Study have 
made several pertinent comments in this 
field. *? 

“Within a depressed area there are usually 
certain areas which exhibit greater growth 
potentialities than the region as a whole. Pub- 
lic policy should be particularly concerned to 
encourage the growth and development of such 
centres and thus hope to stimulate the devel- 
opment of the various external economies of 
scale which occur in prosperous and develop- 
ing areas. Thus the Economic Council of 
Canada, in its Second Annual Review, laid 
down various guide lines for policy with 
regard to regional disparities and recom- 
mended the ‘encouragement of efficient 
agglomerations of activity—growth centres 
—within the different regions in order to 
achieve increasing economies of scale, larger 
markets, and more useful pools of skills, and 
to avoid uneconomic scatter and dispersion’. ** 


*1. APEC Newsletter March, 1966. 

*92 Atlantic Provinces Transportation Study 
Volume 5, Legislation and Public Policy, Page 1%5. 

*3 Second Annual Review: Towards Sustained 
and Balanced Economic Growth, Economic Council 
of Canada, December 1965. 
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In the United Kingdom, public policy for 
many years gave concessions to distressed 
areas on the basis of the local unemployment 
rate. This did not result in a co-ordinated 
regional approach to what is essentially a 
regional problem, and gave rise to a situation 
whereby the least attractive areas of a region 
were eligible for assistance whereas an adja- 
cent location was not eligible for assistance, 
although it was better endowed to attract new 
industry and although new industry in either 
location would result in benefit to the region. 
Regional development policy in the United 
Kingdom took a turn for the better in late 
1963 when the concept of stimulating growth 
areas in depressed regions was adopted.” * 


We believe public policy should seek to 
improve the basic infrastructure of services 
and facilities in the natural growth centres, 
and that transportation is one of the major 
keys to growth. By developing the potential 
of these centres the effects of increased out- 
put, increased labour, increased profits and a 
generally accelerated economic atmosphere 
will permeate other sectors and areas of the 
region. All will benefit. 


Saint John is the second largest city in the 
Maritime Provinces and the largest in New 
Brunswick. The metropolitan area’s popula- 
tion in 1966 was over 101,000 or about one- 
sixth of the Provincial total. It is an industri- 
al centre of the Atlantic region and it’s 
broad industrial base has already created a 
large number of industrial facilities and tech- 
nical aids which are readily available to new 
manufacturing enterprises. This means that, 
on a per-dollar basis, financial expenditures 
will stretch much further in growth centres 
than they would in areas where such an 
industrial base is not available. It follows that 
the Province as a whole would profit more by 
the stimulation of existing growth centres 
than it would by incentives made available 
elsewhere. 


Transportation is one of the major factors 
in creating the infrastructure required for 
Saint John—which should be New Bruns- 
wick’s major growth centre. However, the 
transportation network connecting this area 
with others requires many improvements. 
Failure to provide essential services will seri- 
ously hamper Saint John’s present ability to 
compete as well as Saint John’s and New 
Brunswick’s ability to grow and develop. Out- 
lined below are some of the many transpor- 
tation needs which require urgent attention. 

* 2. See footnote 2, p. 689. 
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HIGHWAYS 


Highway transportation is widely accepted 
as the main transportation infrastructure. Al- 
though highways are primarily a Provincial 
responsibility, the Federal Government has 
shown, and is continuing to demonstrate its 
interest, through the Trans-Canada Highway 
program, the Roads to Resources program 
and through the Atlantic Development Board 
grants to Provincial highway programs. 


The highway system within Saint John and 
to immediate points outside of the City is 
totally inadequate. The following facts should 
be noted: 

—Saint John is not on the Trans-Canada 

Highway system. 

—Saint John does not have a bypass 
road circumventing the metropolitan area 
nor has detailed planning been completed 
for such a bypass. 

—sSaint John is linked with New Bruns- 
wick’s capital city only by a two-lane 
second-grade highway (distance 65 miles). 

—Saint John is linked with Moncton (95 
miles) by a two-lane highway. 

—Saint John is linked with St. Stephen (85 
miles) and the United States by a 
two-lane highway part of which is still 
poor grade with the exception of approxi- 
mately thirty miles. 

—Traffic within Saint John moves without 
the benefit of any four-lane highway sys- 
tem. Although a new harbour bridge is 
under construction, thus helping to solve 
an existing problem, it will create addi- 
tional new problems unless feeder routes 
and access routes are constructed to cope 
with the internal problems created within 
the City. 


We would refer you specifically to “A Sub- 
mission to the Atlantic Development Board 
with respect to Highway Transportation” pre- 
pared by the Province of New Brunswick in 
April 1967. This brief contains a wealth of 
information and outlines the need for high- 
way links to and from Saint John. We 
endorse this submission and commend it to 
your attention as it states the case for New 
Brunswick highway requirements most 
adequately. 


East-West Interstate Highway 


During the past several years there have 
been several proposals for a “short route 
highway” from Maritime points through the 
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state of Maine to central Canadian and north- 
eastern United States markets. These propos- 
als all had merit, but currently the most 
practical plan of which we are aware is the 
“East-West Interstate Highway”. This propos- 
al, which originated in the United States, 
would provide many tourist and industrial 
benefits for the Maritime area. 


Basically, the proposal is to build an inter- 
state highway from Calais, Maine, west 
through Bangor and from there west through 
New Hampshire, Vermont and into New York 
State, terminating at Amsterdam. At this 
point it would join with the New York Thru- 
way and continue from there to Buffalo and 
westward on existing highways to Cleveland 
and the entire mid-west. (Please see map of 
route attached). 


From the United States point of view, and 
in particular the view of Maine, New Hamp- 
shire, Vermont and New York, this highway 
would provide a new important access road 
for a vast population as well as providing the 
facility required for the growth of commerce 
and tourism, both regional and international, 
for the northeastern United States and East- 
ern Canada. At the present time all major 
highways through these areas are of a north 
south direction. 


This East-West Interstate Highway plan 
proposes several branch or feeder highways. 
At Bangor, the East-West Highway would 
cross the Maine Turnpike which leads to Bos- 
ton and all New England points. There is also 
a planned route to go north to Sherbrooke, 
P.Q. and from there the Autoroute runs into 
Montreal. A third major link would be from 
Amsterdam, New York, north to the Trans- 
Canada Highway. 


This proposal opens extremely exciting 
possibilities from both a Canadian and Mari- 
time point of view. 

—A shorter and more direct route from 
Southern New Brunswick, Nova Scotia 
and Prince Edward Island to the Central 
Canadian markets. 

—A shorter faster route from the Maritime 
to Boston and New York markets. 

—Access to the mid-west markets of Cleve- 
land and Chicago. 

—Access to the tremendous tourist potential 
of the New England and East-North Cen- 
tral United States. 

—Provide an improved alternate method of 
transportation to existing rail facilities. 
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It should be noted that there is no existing 
direct rail service in the Maritime area to any 
of the markets which would be served by the 
East-West Highway. In effect, at the present 
time, the Maritime area is virtually isolated 
from any of these markets. As an example, 
to ship a rail car of freight from Saint John 
to Boston, an involvement of four railway 
lines is necessary and three days in transit 
time. As there is no direct rail passenger ser- 
vice between Saint John and United States 
points, the only means of transport is by 
hignways. 

In concluding this portion of our submis- 
sion, we contend that the following transpor- 
tation links are urgently required: 

(1) All weather highways of capacities ade- 
quate to meet existing, as well as, 
future needs on the following routes: 

(a) St. Stephen—Saint John—Moncton 
—Halifax. This route is absolutely essen- 
tial for internal traffic in this region, but 
in the light of the forgoing comments on 
the East-West Interstate Highway, which 
is under active study in the United 
States, we submit that this route assumes 
even greater importance as a link 
between this region and the north eastern 
and north central United States. 

(o) Saint John—Fredericton—Newcastle 


—Bathurst—Campbellton 


(2) A modern efficient ferry service across 
the Bay of Fundy from Saint John to 
Digby, about which more will be said 
later. This link also assumes greater 
importance in light of the East-West 
Highway plan. The present road dis- 
tance from Digby to Saint John is 440 
miles. 


AIR TRANSPORTATION 


Current projections indicate that the pre- 
sent passenger and cargo facilities provided 
by the Saint John Municipal Airport will not 
be sufficient to handle the traffic indicated for 
the future—even allowing only normal 
growth rate. Available figures show a 30 to 40 
percent increase per year since 1960 in cargo 
handling. Forecasts for the next 5 to 10 years 
indicate this yearly increase should continue. 
Virtually no bulk shipments are now made 
from this airport; the principal commodities 
are packaged goods. The facilities at the Saint 
John Airport are not adequate to handle the 
present amount of air cargo business. 
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With the increasing importance air traffic is 
playing in the development of our economy, 
and keeping in mind the improvement in air 
transport that will be necessary to facilitate 
the proper development of this growth centre, 
it is deemed advisable at this time to consider 
long-range planning to determine the best 
method of providing improved service. 


We think it is clear that if Saint John is 
ever to become an important growth centre, 
it is essential that there be available in this 
area an all weather airport facility capable of 
taking its place on major international air 
routes. 


Improved movement of passengers and 
cargo by air within the region is equally 
important with improved connections to out- 
side points. Encouragement of existing or 
newly established airlines to extend such ser- 
vice within the region and specifically to 
Saint John would do much to fill a void pre- 
sently existing and enable Saint John indus- 
try to compete with other centres on a more 
equal basis for available regional markets. 
Specifically, for example, there is no regional 
air service between Saint John and Bathurst, 
Campbellton or Edmundston. 


MARITIME FREIGHT RATES ACT 


The need for equal: opportunity for all 
Canadians in all regions of the Country is an 
accepted target today. This was first recog- 
nized by the Railways’ rate structure in the 
Atlantic Provinces and was reaffirmed by the 
implementation of the Maritime Freight Rates 
Act in 1927. 


It is widely felt, however, that no lasting 
solution to the transportation problems of this 
region has yet been developed and according- 
ly, the Governments of the four Atlantic 
Provinces, recognizing the importance of 
transportation in the development of the eco- 
nomic growth of the Provinces, have recently 
established a task force. They plan to place, 
among other things, a positive proposal 
before the Federal Government for a modern- 
ization of the Maritime Freight Rates Act and 
we endorse this approach. More background 
information on this subject has been submit- 
ted to you by the Maritimes Transportation 
Commission. 


LESS THAN CAR LOAD FREIGHT RATES 


Freight rates in general and the application 
of the less than car load freight rates in par- 
ticular, are extremely complex and _ highly 
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technical subjects. Comment on these requires 
a high degree of expertise and this brief will 
not attempt to present detailed comment. 


We believe that the recently imposed high- 
er less than car load freight rates have fallen 
and will continue to fall heavily on both ship- 
pers and consumers in the Atlantic Provinces 
but the Maritimes Transportation Commission 
will present a detailed submission to you 
outlining the expected effects of such rates. 
We endorse the submission of the Maritimes 
Transportation, Commission. 


BAY OF FUNDY FERRY SERVICE 


The historical association that has linked 
the Provinces of New Brunswick and Nova 
Scotia together is well known. The impor- 
tance of a strong trading link between south- 
ern New Brunswick and southwestern Nova 
Scotia has been established over a number of 
years and this connecting link was particular- 
ly important during the Second World War in 
times of national emergency. 


The present facility linking these two parts 
of Canada are inadequate. There is only one 
ferry which operates ten months on a once 
daily round trip basis—six days a week and 
during the two summer months, once daily 
seven days a week. It cannot accommodate 
any trucks over 4 ton in size. This necessi- 
tates extra handling in off-loading and reload- 
ing cargo at dockside for further forwarding. 
This extra handling is costly and reduces the 
competitive position of our goods, as well as 
increasing cost to the ultimate customer. 
These are obvious benefits to both the Prov- 
ince of Nova Scotia and the Province of New 
Brunswick by greatly improving the link 
between these two regions. A much improved 
ferry link in conjunction with the proposed 
East-West Interstate Highway would enable 
manufacturers in the southwestern part of 
Nova Scotia, and in fact all of Nova Scotia, to 
have a much quicker and more direct link 
with the vast market of the Eastern United 
States and Central Canada. 


It would allow manufacturers in southern 
New Brunswick a wider area for their own 
markets by being able to move these goods to 
Nova Scotia at a much reduced rate compared 
with truck transport around New Brunswick 
to Nova Scotia, which presently is a route of 
some 440 miles. The benefits to the tourist 
industry are obvious. With the number of 
tourist cars increasing at the rate of 10 per 
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cent a year, this is becoming one of our 
major industries. We cannot hope to keep or 
improve this unless we can provide the type 
of facilities tourists are accustomed to 
elsewhere. 


In summary, we fully endorse the brief 

submitted on June 26, 1967, by the Mayors of 
Saint John and Digby, which recommended 
the introduction of a new, totally integrated 
service, that is, a ferry that would accept 
ears, trucks and tractor trailers complete and 
which would make more than one return trip 
a day. In other words, this would be a similar 
service, with the exception of rail cars, to 
what now exists between Cape Tormentine, 
'N.B. and Borden, P.E.I. This brief urged 
immediate action by the Federal Government 
and the Canadian Pacific Railway, both of 
whom have agreed to the principles of this 
submission. A copy of this brief has been 
attached to the submission made to you by 
the Saint John Port and Industrial Develop- 
ment Commission. 


_Chignecto Canal 


The need for the Chignecto Canal has been 
advocated for many years on the basis that it 
would revitalize the entire economy of the 
Maritime Provinces. This canal would be 
built across the narrow Isthmus of Chignecto 
between Nova Scotia and New Brunswick. A 
number of reports have been written on this 
subject and they need not be repeated here. 


Among the reasons advocated for this canal 
are: 

(1) It would be a natural extension of the 
Great Lakes, the St. Lawrence Seaway 
and the St. Lawrence River, as it 
would provide a short route in shel- 
tered waters. The vessels built for the 
coastal and inland water trade are not 
suited for the long hazardous circuit in 
the Atlantic Ocean, and the perils of 
this passage would be eliminated by 
this canal. With the construction of the 
deep water port in southern New Brun- 
swick, the Chignecto Canal would be a 
natural link with the St. Lawrence Sea- 
way and Central Canada, feeding cargo 
to and from the super ships of the 
future (for further comment on this 
subject see Deep Water Port, pages 
15-18). 


(2) It would provide industries with the 
benefits of new low cost water trans- 
portation and would extend the mar- 
ket radius for local products. The 
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benefits would be reciprocal i.e. 
increasing benefits would be felt in 
Central and Western Canada in lower 
prices for commodities delivered there, 
and also in lower transportation for 
Western produce delivered to the mar- 
kets of the Atlantic region. 

(3) It would reduce the distance of travel. 
Examples of transportation miles saved 
include Saint John to Newcastle, N.B. 
(470 miles), Saint John to Montreal (396 
miles), Summerside to Saint John (477 
miles) and Montreal to points along the 
eastern seaboard of the United States. 

(4) It would increase regular steamship sail- 
ings between the Atlantic Provinces 
and Central Canada. 

(5) It would make it convenient for vessels 
plying between Montreal and points in 
the Atlantic seaboard to call at ports, 
not only in the Bay of Fundy, but in 
northern Nova Scotia, Prince Edward 
Island and northern New Brunswick, to 
load or discharge cargo “‘in passing”’. 

(6) With the increasing development of min- 
erals in the northern part of the Prov- 
ince, substantial savings in shipping 
costs would result because of the closer 
link between southern New Brunswick 
and that area. 


Powerful arguments have been put forward 
for this project. We believe the Government 
should take a fresh look at this project and 
we recommend a full scale feasibility study 
should be undertaken to determine how this 
project could be completed. 


THE PORT OF SAINT JOHN 


Saint John is one of North America’s major 
Atlantic ports. In recent years, the full poten- 
tial of the Port has not been realized and it’s 
contribution to the economic prosperity of 
Saint John and New Brunswick has grown 
relatively smaller. There are many reasons 
but perhaps the major ones are the following: 

(1) The growing use of Quebec City and 
Montreal as all year round ports; 

(2) The lack of industrial development in 
New Brunswick to make use of Saint 
John’s port facilities on a year round 
basis; and 

(3) The lack of modern specialized facilities. 


It is not the Board’s intention to dwell in 
detail on the deficiencies of Saint John’s port 
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facilities since the subject is dealt with exten- 
sively in the brief of the Saint John Port and 
Industrial Development Commission, which 
this Board has had an opportunity to exam- 
ine. The Commission carries on a continuous 
study of the Port and its facilities and makes 
strenous promotions] efforts on its behalf. 


The Saint John Board of Trade wishes to 
endorse the position of the Port and Industrial 
Development Commission as outlined in its 
brief presented to you, but does feel that 
some of the major points made therein are 
worthy of reiteration here: 

(1) It is submitted that it can be clearly 
demonstrated that Saint John has all 
the essential physical characteristics 
and the necessary skilled labour force 
to become a large scale container han- 
dling port—the Rotterdam of North 
America. 


The Saint John Board of Trade feels 
most strongly that the Port’s general 
cargo facilities must be maintained at a 
high level of excellence and that the 
following specialized facilities are most 
urgently needed; 

(a) Extensive bulk storage facilities 
(both liquid and dry); 

(bo) a marine leg (a bulk unloading 
facility); 

(c) Mobile container handling cranes; 
(d) Cold storage facilities. 


(2) 


The above facilities are all urgently 
required for the Port of Saint John to enable 
it to continue to develop in it’s present role. 


DEEP WATER PORT 


A deep water port, capable of handling 
super ships, is required on the Atlantic Coast 
of North America. Recently, the Atlantic 
Development Board announced it will carry 
out a major survey to determine the feasibili- 
ty of a super port in the Atlantic region in 
relation to prospective North American trade 
traffic and the stimulation of industry. This 
survey will be completed this year and may 
be followed by a study of the sites recom- 
mended for prospective development as deep 
harbours. 


We believe the Atlantic development Board 
should be commended for taking this progres- 
Sive step. However, action is required as soon 
as possible as the introduction of these new 
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super ships is a reality. Canada must not wait 
only to find this business being diverted to 
American ports. 


A number of locations in New Brunswick 
and Nova Scotia have been mentioned as 
possible sites for a super port to handle these 
super ships which will be up to 500,000 
tons—or more. Believing, as we do, that 
the development of Saint John as a major 
growth centre is vital to the economy of New 
Brunswick and indeed, the Atlantic region, 
we emphasize that this study should first 
determine whether the Port of Saint John— 
one of the two existing national ports in 
Maritime Canada—has the potential to be 
developed as a deep water terminal. Only 
after having proved our two national ports do 
not have this potential should alternative sites 
be considered. Saint John already has much 
of the infrastructure and back up facilities 
required to support this concept. 


Initial examinations have produced a deep 
water port plan for the Port of Saint John. 
This preliminary plan would involve the con- 
struction of two new breakwaters and would 
provide additional waterfront facilities on both 
the east and west sides of the Harbour. It is 
important that this plan and alternate plans 
should be studied to determine their feasibili- 
ty from both an economic and engineering 
standpoint. 


This above mentioned proposal would 
provide: 

—More than two miles of new, protected 
frontage for deep water piers having 60- 
70 feet of water at low tide. 

—More than 11,000,000 square feet of new 
back up space for cargo sheds, grain 
elevators and container assembly areas to 
serve the new piers, with easy rail 
connections. 

—An offshore mooring, served by submarine 
pipe lines, for tankers of up to one mil- 
lion deadweight tons, with 150 feet or 
more depth of water. 


Saint John is ideally located to become the 
super port terminal on the eastern North 
American Continent. It is easy to visualize 
huge super ships from world ports arriving at 
Saint John from where the goods would be 
transferred to all Canadian and many Ameri- 
can points. 

—Containers would be unloaded from these 

huge ships which are too large to play 
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the seaway. They could be transferred on 
barges or smaller ships now travelling 
the St. Lawrence Seaway. The Chignecto 
Canal, if completed, would be an exten- 
sion of the St. Lawrence Seaway and 
would enable these ships or barges to 
travel directly from Saint John in pro- 
tected waters to the Great Lakes. 

—Saint John is served by the two national 
railways and is the closest developed At- 
lantic Port to Central Canadian markets 
and is also the closet Canadian Port to 
the United States’ markets. 

—The Port of Saint John, being the closest 
Port on the east coast of Canada to west- 
ern ports, could be the eastern terminal 
of a land-bridge across the country. 

—Goods arriving at this super port in 
transit to American points could be trans- 
ferred to smaller ships. 

—With the completion of the East-West Int- 
erstate Highway trucks would be able to 
transport these goods to the New England 
and Central United States. 

—With the improvement of the Bay of 
Fundy Ferry Service, goods could be 
easily transported to Nova Scotia by 
water. 

—The present existing facilities in Saint 
John would be utilized including rails, 
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road, labour force, pilotage, ship repair 
facilities, etc., which already represent 
many millions of dollars of investment. 


The construction of a super port terminal 
at Saint John, in conjunction with the Chig- 
necto Canal would provide enormous econom- 
ic benefits to the entire Atlantic region. The 
Saint John Board of Trade believes priority 
should be given to a feasibility study of this 
by the Federal Government. 


CONCLUSION 


In speaking of the development of high- 
ways, the MacPherson Royal Commission on 
Transportation—1961 said, “...the problem 
seems likely to require a co-ordinated Feder- 
al-Provincial effort to develop an integrated 
National highway network which could pro- 
vide a basis for motor transport services in 
all areas of the Country as adequate, relative 
to traffic, as that which presently serves a 
heavily populated and industrialized area of 
Central Canada”’. 


We submit that unless this philosophy of 
co-operation as expressed by the MacPherson 
Royal Commission is applied to all forms of 
transportation in this region, the gap in all 
areas of economic development between the 
Atlantic region and the rest of Canada will 
continue to widen as it has in the past. 
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TRANSPORTATION BETWEEN GRAND 
MANAN ISLAND AND THE NEW 
BRUNSWICK MAINLAND. 


A Brief Prepared by the Board of Trade, 
Grand Manan. 
February Ist., 1968 


BACKGROUND. 


The Island of Grand Manan is located 
about twenty miles from the mainland of 


New Brunswick, Canada. It is 18-20 nautical 


miles from Black’s Harbour, and about 50 
miles from Saint John, the nearest major sea- 
port on the New Brunswick mainland. The 


Island has a permanent population of about 


2700 persons. The archipelago was first settled 
as a haven for Loyalists on land later granted 
by the Crown. It was expected at that time 


that fishing would become the major indus- 


try, however, for the first 150 years or so, 
farming was secondary occupation for the 
residents of the island. Family farms were 
necessary for survival if the island was to be 
self-sufficient. The island soil, the short grow- 
ing season, and inclement weather for crops 


- soon proved unable to support the needs of 


the population. From earliest days Grand 
Manan has depended upon the mainland for 
many of the basic essentials of life. Today 


except for fish and some dairy products, the 


| 
| 


| 


entire food supply must be imported. 


THE FISHING INDUSTRY. 


The fishing industry outranks all other 
forms of employment on Grand Manan. A 
fleet of 150 boats, 100 of them large draggers 
or seiners is permanently based on the island. 
In addition, many other boats from Nova 
Scotia and mainland New Brunswick make 
this their operating base because of the 
superb location in the mouth of the Bay of 
Fundy. 


Statistics on the annual catch of ground fish, 
herring and lobster give an idea of the size 


and growth of the fishing industry in recent 


_ years: 
Total Catch Market Value 
> 1961 104,055 cwt. Rane ling eS a 
1962 287,833 cwt. 825,436 
1963 355,825 cwt. 882,679 
1964 306,162 cwt. 840,215 
1965 350,098 cwt. 954,406 
1966 648,115 cwt. 1,421,469 


These statistics of course apply only to fish 
caught and brought to market on the island. 
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It is estimated that the figures represent only 
25 per cent to 33 per cent of the fish caught 
and sold by island fishermen. There is a 
growing investment in fishing equipment as 
well. Several of the larger boats are worth 
over $100,000. A new seine alone may cost 
$20,000 to $30,000. One of the best equipped 
boats is worth over $500,000. Parts and sup- 
plies for this valuable and productive fleet, to 
keep it operating at maximum efficiency, 
must come from the mainland. Delays in the 
delivery of replacement parts, difficulty in 
obtaining gear, delays in getting fish to mar- 
ket, all affect the economy of the island, and, 
ultimately, of the Province. 


THE TOURIST INDUSTRY. 


Grand Manan is one of the most beautiful 
islands along the Eastern Seaboard. It offers a 
quiet, restful atmosphere abounding in wild 
life. It is renowed for its large variety of 
birds, and is on the coastal migratory flyway, 
making it a superb place for observation and 
study. Its dramatic cliffs, its secure harbours, 
its trout streams and forests make it a natural 
vacation spot. With improved transportation 
to the island, the number of summer resi- 
dents, tourists and excursionists could well be 
doubled or tripled without spoiling the char- 
acter of Grand Manan. With careful plan- 
ning, the vast wild acreage of the island 
could be developed as additional park and 
recreation areas. 


With the exploding population on the East 
Coast of the United States and Canada, the 
demand for such unspoiled beauty will soon 
outstrip the supply. The upper coast of Maine 
already shows how fast this kind of develop- 
ment is spreading. 


The tourist industry offers excellent returns 
both to the island and to the province. A 
typical resident with his family, staying for a 
month in a home which he either owns or 
rents, might well add as much as $1,000 to 
the island economy. 


There are other gains to be had from the 
increase in the number of tourists. New jobs 
could be created, such as charter boat fishing, 
guiding for hunters and fishermen, the hotel 
and motel trade, the sale of native handi- 
crafts, and the by-product of better recreation 
facilities for the islanders themselves would 
result. 


At the present time the accommodations on 
the island are limited mainly because of the 
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erratic schedule and operation of the boat. 
Hotel and motel owners will not expand their 
facilities until it is possible for a visitor to 
come here easily. It is futile to advertise, as 
there is no guarantee that a tourist can get on 
or off the island at his convenience. Until 
service is improved there will be no expan- 
sion of the tourist industry. 


THE COST OF PASSAGE ON THE PRESENT 
BOAT. 


The fares on the motor ship, Grand Manan 
are exorbitantly high. Since this is the only 
means of transportation to and from the 
island which is not dependent on fair weath- 
er, the island people must pay well beyond 
their means to accomplish even the simplest, 
necessary errands on the mainland. 


For example: If a mother, an island resi- 
dent, must rush a child to a hospital in Saint 
John, the minimum cost of such a visit would 
be $35.00 to $45.00. The round trip ticket for 
herself is $2.50, and for the child $1.25. If she 
takes the family car, add another $5.00. Tour- 
ists pay double these figures. 


The present schedule does not allow such a 
trip to be made during one day. The morning 


Weer lstand Merry, ¢. <a ons a we 
Prince Edward Island.......... 


NeWiOUnGEInG. |... sheccseme ven as 
Sydney to Port aux Basques 
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boat arrives at Black’s Harbour at about 9:45 
A.M. and the returning boat at 2:15 P.M. 
Hardly enough time to make a dash to Saint 
John, 50 miles away see a doctor, and return! 


The result is an extra cost for meals and — 
overnight lodging in Saint John. There is not 


even the guarantee that a returning traveller 
could get on a Grand Manan bound boat. 
Several persons have been forced to stay an 
extra night for this reason. The only other 
means of transportation is the airplane, on 
which the round trip is $20.00, plus the cost 
of ground travel from the airport to the city. 
This is totally dependent on fair weather. 


The same conditions also affect the fisher- 
men and business men of the island. They are 
trapped by their location and by the present 


operation of the ferry. The cost of a necessary — 


trip to Saint John or Fredericton becomes 
exorbitant; in an emergency cruel 
oppressive. 


COMPARABLE COSTS ON OTHER CAR 
FERRIES. 


For a subsidized ferry, the costs on the 
Grand Manan seem very high if compared to 
other services. 


Ae many as JAsirIpsa Gaye. sas: eon looe FREE 

Frequent trips from 6 a.m. to 11 p ($3.90 return Car and 
from N.B. 7 a.m. to dusk from ise driver.) 

Island. All season rates (do not have fre- 

quency) 

A fe ain OA SS «ors hee ng 15 ge ge AR cept $3.00 

Many ferries-frequent trips.............. FREE 


Saint OOM IRL ViEr..) ces ccker owe 


Grand Manan Ferry........ 03m: 


Other statistics must be available which 
would show that these fares are high. There 
are many free crossings of rivers, lakes and 
other bodies of water throughout Canada 
which could be listed to strengthen this case. 


In terms of need, the population of Deer 
Island is 1100, less than half of that of Grand 
Manan. 


INCONVENIENCE OF THE PRESENT 
FERRY SCHEDULE FOR TOURISTS. 


At the present time, only a dedicated lover 
of Grand Manan could possibly get to the 


‘Two trips. (sufamerionky). CLIi55 ke) 
One trip (winter) 


$14.90 car and driver 
(tourist $7.50 residents) 


island. The mainland terminal of the ferry is 
difficult to find even when it is not foggy, and 
is located about seven miles from the main 
road. The chance of getting on the boat with 
no system of reservations to the island is very 
slim. 


Often during the summer months as many 
as 20 cars are left waiting at the dock after 
the morning run. Few first-visitors would 
have the patience to wait for a later boat, 


much less to return, after seeking a night’s 


lodging at Black’s Harbour, to try again on 
the next morning boat. The effect of this 
chaotic system is almost deliberately to dis- 
courage tourists who wish to arrive by car. 


and 
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In addition, present bus schedules make it 
impossible to make a satisfactory connection 
to any major city. The buses to and from 

Boston and New York leave one stranded at 
Pennfield hours from sailing times. The buses 
to and from Saint John are little better. None 
comes anywhere near the arrival time of the 
morning boat at Black’s Harbour, and the 
afternoon but requires a taxi ride into the 
village of Black’s Harbour. 


Under the circumstances, it is no wonder 
that the hotel and motel business has dimin- 
ished over the past two decades. Tourists are 
tied to their cars today and expect a mini- 
mum of inconvenience when planning sum- 
mer holidays. The result of poor ferry service 

is a great loss to the island, both in income 
and other benefits brought by expanding 
tourism. 


BALURE ,OF «THE» CONTRACT WITH 
COASTAL TRANSPORT LTD. 


When the new Grand Manan ferry boat 
was first projected as a replacement for the 
obsolete nine car boat, it was proposed to 
have three trips a day during the peak season 
and two during the winter months. This 
pledge was not kept. A letter from the Grand 
Manan Board of Trade, sent by the Secretary 
of the Board on August 23/66 and again on 
‘March 11/67 was answered by Coastal Trans- 
port Limited as follows:—“I believe that you 
should have forwarded this letter to the De- 
|partment of Transport for action, and the 
carbon copy to me for information. There is 
nothing that we can do, except fulfill the 
terms of the contract. However, if the De- 
partment of Transport wishes to change any 
‘terms of the contract, then we will carry on 
from there.” Since the ferry is a subsidised 
operation of the Ministry of Transport, the 
question arises as to why the question of 
| profit should enter into the arrangement. See 
letter from H.R. Coles, Director of Subsidised 
Steamship Services, dated August 23rd. 1966, 
which states “I would point out that as no 
profit was made in the operation of the ser- 
vice last year, and as expenses are continuing 
\to increase, consideration could not be given 
| to a reduction in fares at this time.” Surely a 
)Treasonable margin of profit was figured into 
the basic contract. If the services are failing 
to serve the island under the present con- 
tract, then either the contract should be let to 


| 
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some other party who will provide the needed 
services, or the subsidy should be increased. 


The citizens who live on Grand Manan are 
as much a part of New Brunswick as any who 
live on the mainland. Roads are built to even 
the most remote hamlets on the mainland to 
accommodate the residents. Such persons are 
not taxed an extra levy every time they use 
these roads. For the people of Grand Manan 
the use of the ferry boat requires them to pay 
a special tax of over 20¢ per mile each time 
they travel off the island. The Board of Trade 
believes that most of this high cost should 
be met by the Federal and Provincial 
Governments. 


PROBLEMS RELATED TO THE DELIVERY 
OF FREIGHT. 


For various reasons, unconscionable delays 
have attended the arrival of freight to the 
island. Storekeepers and businessmen have 
lost sales, received spoiled and damaged 
goods and been unable to fulfill contracts as a 
result of inadequate freight service. Even 
simple orders seem deliberately to be 
detained in Saint John as though no one 
knew where Grand Manan was. This loss to 
business and industry would never be tolerat- 
ed on the mainland. 


One load of perishable fruits and vegeta- 
bles was held in a closed truck for 42 hours 
between the time it was supposed to have left 
Saint John and the time the storekeepers on 
Grand Manan actually received it. Only one 
firm, the existing franchise operator, has a 
franchise to bring freight to the island. There 
is absolutely no provision for the handling of 
loose cargo on the ship, as all hold space is 
taken up with cars an trucks. The cost for a 
large truck such as Baxters if 50 cents per 
lineal foot each way, plus regular passenger 
fare each way for the truck employees, and 
constitutes a large proportion of the cost for 
trucks coming to the island. The driver has to 
get to Black’s Harbour by 8 A.M. in order to 
get on the 10.15 A.M. boat, since there is no 
system of reservations. The result of all this is 
to discourage trade with the island. Fresh 
fruits and vegetables are very scarce and 
often arrive damaged. Milk from the main- 
land arrives sour. Crates of equipment, con- 
taining expensive radar instruments needed 
on the boats, have been crushed in transit 
between Saint John and the island. 
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SUMMARY. 

The present arrangements and operating 
procedures on the Grand Manan ferry are 
inadequate. The present fares are much too 
high for tourists and impose severe hardships. 
Business is hurt, and tourists are discouraged 
from visiting the island. 


PROPOSALS. 


1. That residents of the island and those 
who must make frequent trips to the island 
on business be given favourable rates. This 
might be done by means of a round trip 
excursion ticket from North Head to Black’s 
Harbour for the residents, and a commutation 
book for those who make frequent trips, for 
deliveries or business, at rates which should 
not be more than half of the present fares, so 
that all visitors, including tourists, would be 
on a par with residents of the island. 
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2. That during the peak season no car be 
turned away from more than one boat. This 
would mean scheduling a third and even a 
fourth boat during July and August. It would 
also require reinstating an efficient reserva- 
tion system with a central office, at both ter- 
minals. (At present a few reservations are 
made for cars leaving the island). 


3. That a committee of three island resi- 
dents be selected to work closely with the 
office of the Minister of Transport in the 
supervision of the contacts with Coastal Trans- 
ports Limited, and of the franchise with the 
existing Truck franchise operator so that the 
voice of the island might be heard in decisions 
relating to such important aspects of the life 
of the island. 


By the Board of Trade. 


Grand Manan Island. 
New Brunswick. Canada. 
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APPENDIX A-61 


BRIEF BY 
GANONG BROS. LIMITED 
TO 


THE PARLIAMENTARY COMMITTEE 
ON TRANSPORTATION 


IN THE MATTER OF 


RAILWAY NON-CARLOAD 
FREIGHT RATES 


Saint John, N.B. 
March 4, 1968 


TO: THE PARLIAMENTARY 
COMMITTEE ON TRANSPORTATION 


Ganong Bros. Limited of St. Stephen, New 


Brunswick, is one of Canada’s largest confec- 


tionery manufacturers selling its products 
from coast to coast. The Ganong company 
employs about three hundred (300) people, 
and has been a mainstay in the economy of 
this small New Brunswick community for 
ninety-five years. 


The recent introduction of the new non-car- 

load freight rates has created a serious prob- 
lem for the Ganong company. The area of 
greatest concern is the new effective mini- 
mum shipment of three hundred (300) pounds 
and the 20c extra charge for each case over 
one. 


A study of the effects of the new freight 


‘rates and rules shows the following: 


1. Due to the nature of the business, 64 
per cent of all non-carload shipments are 
under 300 pounds. 

2. An average increase in cost of 85 per 
cent of shipments under 300 pounds. 

3. An average increase of 43.1 per cent 
on all non-carload shipments in the At- 
lantic Provinces. 


- The increase in non-carload freight to Ga- 
nongs will impair its ability to compete with 
Central Canadian manufacturers. Ganongs 
outward freight in 1966 was in excess of 6 per 
cent of gross sales. In 1968 this could increase 


_by as much as 2 per cent of sales to a total of 
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8 per cent of gross sales if the new non-car- 
load structure should remain unchanged. 


(See Appendix I, p. 703) 


GREATER USE OF NON-CARLOAD 
RAIL TRAFFIC 


The volume of non-carload rail freight per 
capita is higher in the Atlantic Provinces 
than in any other region of Canada. In Cen- 
tral Canada most confectionery is shipped by 
road transport, therefore use of non-carload 
shipments creates a greater increase in the 
average freight cost on goods shipped within 
the Atlantic Provinces. 


The major reason for a greater percentage 
of the traffic shipped non-carload in the At- 
lantic Provinces is insufficient truck competi- 
tion. As an example, in October 1966 there 
was an increase in the carload rate of sugar 
of four cents (4c) per hundred pounds which 
increased Ganongs “Inward Freight’ cost on 
its chief raw material by 30 per cent. In On- 
tario where truck competition is very keen 
the rail rate between Toronto and London 
was not increased so the Company’s largest 
competitors in General Confectionery were 
not affected. 


SMALLER AVERAGE SHIPMENTS 


The three hundred (300) pound effective 
minimum and the 20c upcharge on extra car- 
tons affects the cost of shipping confectionery 
to a greater degree in the Atlantic Provinces 
because the average non-carload shipment is 
considerably smaller in this region then else- 
where in Canada. 
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SMALLER OUTLETS 


The average wholesale and retail outlet in 
the Maritime Provinces is smaller than its 
counterpart in the Central and Western 
regions of Canada. These outlets require fre- 
quent shipments to keep their inventory costs 
at a minimum and maintain a fresh stock. 


GREATER PER CENT OF INDEPENDENT 
FOOD STORES 


Twenty-three (23) per cent of all confec- 
tionery is sold through the retail food store 
and the per cent is increasing. In most of 
Canada the majority of this business is done 
by the larger chain supermarkets. In the At- 
lantic region 50 per cent of the retail food 
stores are independent as compared to only 
5.4 per cent in Ontario. These independent 
stores require direct shipments which usually 
fall below three hundred (300) pounds ship- 
ping weight. 


LACK OF DISTRIBUTION CENTERS 


The food stores in Ontario, Quebec, and 
Western Canada maintain central merchan- 
dise warehouses. In these regions a manufac- 
turer need only make one large shipment per 
week to their distribution warehouse from 
which the goods are then distributed by the 
Chains at their own expense. This gives the 
manufacturer selling in these regions a low 
distribution cost. 


In the Atlantic region, however, the situa- 
tion is completely different as no food chain 
maintains a distribution center, and confec- 
tionery is sold and shipped directly to the 
individual retail outlets. As an example, of 
one hundred sixty-three (163) shipments made 
to twelve (12) retail chain food stores in 1957 
from St. Stephen to Saint John, New Bruns- 
wick, only thirty-four (34) were over three 
hundred (300) pounds, and one hundred four- 
teen (114) were under two hundred (200) 
pounds. This is to be compared to shipments 
made of one thousand to two thousand 
pounds to the distribution centers of these 
chains in Montreal. 


The effect of the new non-carload rate is 
greater because of the number of under three 
hundred (300) pound shipments in the Atlan- 
tic region as compared to the rest of Canada. 


SMALL SHIPPING CASES 


The average carton weight for general con- 
fectionery is between fifteen to twenty 
pounds. This means on a two hundred pound 
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shipment of confectionery there would proba- 
bly be twelve (12) cartons with an extra 
charge of $2.20 on an invoice price of about 
$70.00—in other words, a per case charge of 
more than 3 per cent or half of last years 
average freight. 


This creates a situation in combination with 
the regular under three hundred (300) pound 
charge where it is not profitable to sell or 
ship the order, and yet there is no other way 
to obtain the business. The Central Canadian 
manufacturer is in a position to make ship- 
ments to the Atlantic area stores on a break- 
even basis as it is a small proportion of his 
total business, and he does it as a service to 
the chain he sells in volume in Central Cana- 
da. This, however, is unprofitable for the Ga- 
nong company which has to sell the majority 
of its products in the Atlantic and Eastern 
Quebec areas. 


This combination of conditions is far more 
serious to the Ganong company than the con- 
fectionery industry generally as Ganongs do 
50 per cent of their business in the Atlantic 
Provinces as compared to their competitors in 
general confectionery who do less than 10 per | 
cent in the Atlantic region. The greater pro- 
portion of our business in the high freight 
cost area seriously impairs our competitive 
position. 


Selling prices in the confectionery industry 
are generally set by the large Ontario manu- 
facturers and prices are usually consistent 
across Central and Eastern Canada. The 
manufacturers in Ontario have experienced 
these larger freight increases in the Atlantic 
region but in Ontario and Montreal where the 
majority of their business is done the 
increases have been small due to the large 
use of truck transport available to them; their 
percentage increase in total freight cost is, 
therefore, relatively small compared to Ga- 
nongs. Ganongs have to absorb the additional 
freight costs, and the drain on profits in a 
very low profit industry is creating a serious 
problem for the Ganong company, and its 
ability to compete from St. Stephen, New 
Brunswick. 


The effect of “Outward Freight” on Ga- 
nongs ability to remain in New Brunswick is 
further complicated by the “Inward Freight” 
situation since much of our raw material 
must be brought in to New Brunswick from 
Upper Canada. “Inward Freight” is a much 
higher cost to Ganongs than to its Central 
Canadian competitors. These items, many of 
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which are shipped non-carload freight, have 
experienced a considerable increase especially 
those shipments under three hundred (300) 
pounds. Ganongs “Inward Freight” cost is 
probably the highest of any general confec- 
tionery company in Canada, and the increase 
in these rates will affect us directly the most. 
This increase is further compounded by the 
12 per cent Federal Sales’ Tax which is 
applied to candy. “Inward Freight” a direct 
cost of production, is subject to this tax thus 
compounding the company’s freight disadvan- 
tage. 


SUMMARY 


The new non-carload freight rate structure 
should be reconsidered as it puts the Ganong 
company at a competitive disadvantage in his 
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home market of the Atlantic Provinces and 
Eastern Quebec. 


This increase in freight charges and ensu- 
ing deterioration of the competitive situation 
is a major consideration in future planning of 
capital expenditures and leads to the possibil- 
ity of relocating outside of the Atlantic 
Provinces. 


Dated at Saint John, N.B. on the 4th day 
of March, 1968. 


Respectfully submitted 


GAGNON BROS. LIMITED 
R. Whidden Ganong 
President. 
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1967 AUGUST RAIL SHIPMENTS L.C.L. COMPARED TO NEW NON-CARLOAD RATES 


New Old New Old 
No. Station Lbs. Rates Rates | No. Station Lbs. Rates Rates 
epi TACAULC A... eve maven aay. 760 15.96 9.88 28... Campbelltonad . aa 4: 590 13.33 9.03 
Demis WLC. sc Seen tes 490 10.88 8.23 29 Campbellton........ 102 (3) 4.30 2.03 
3 SERB cette sete 445 9.88 7.54 30 Campbellton........ S72) 4.10 2.00 
he ALEVErDOOL . Rekt cites ce 240 (8) 6.30 4.17 SL CAMPOS GON snare. 78 (2) 4.10 1.98 
Pie DALMUUS £05 oe sage vs t10 252 Ll. 16,45 32° Campbellton. .....-. 130 (5) 5+ O00 2.10 
Ger OVaney St Pes. a 150 (10) 6.70 Zao ou Ua) WALES oats 562 11.80 9.41 
% Charlottetown....... 2,380 45.70 31.65 34 N,. Sydnemen. eee 5 618 17.06 11.34 
Bo VOUONeyY... ehehas 4a eho 626 LEIO, «211552 ES 58 Hal RUN ee ee aR 300 9.12 5.49 
QO} Dalhousie. 2) Woo wa. 155 (17) 7.20 2.44 BUY SOV GHEY Cate ome 102 (2) 5.10 2.03 
Wee AGB cats aa ol’ 6.47 3.83 Sh OS VONEW sb. dni e oa ee 428 13 32 7.41 
A Dalhousie sit . A24N: 110 (6) 4.90 2705 Son MOONY a. cus wees 130 (3) 5.30 2.38 
ea itracadic Bilisizes. . 110 (7) 4.90 2.05 39 “Sydney 65. Be easet 339 10.31 6.22 
me ILracadie... ..)..«hs DZ eaGie ) 6.40 2.60 40 Stephenville......... 790 25.36 15.40 
14 Tatamogouchel...... 135 (7) Dato 2.34 41 Port Aux Basque.... 370 11.69 8.50 
Wo -Campbellton 9.4... 57° (3) 4.30 peoge ay | Ap SW LLC. DMicsarve anepeltan ane 740 23.40 14.43 
16 Campbellton........ 150 (3) 4.30 2.30 ASO Sl Ville Meter eee 350 11.90 7.68 
iaeCampbelltond:. jar 190 (12) 6.85 2.91 AAC 2B TOOK ee, ere er ee 340 11.97 1 3OL 
18 Campbellton........ 655 14.80 10.09 B52 GUC OCC, Hestctea cute ae 950 18.43 14.73 
19 Campbellton........ 120 (3) 4.30 2.08 AGSECHB rook LH. oh 630 20/92 °° 112.38 
Pie Dalhousies « sepa. eves tue G5p() Disco 1.95 47 eC Brook wears ai. 65 2,760 79.49 53.82 
Pres Oa lnousie 3.55.2 ae 200 (16) 7.20 3.06 AS 5. Martane. .oncs mang tin ares 150 (13) 6.50 4.33 
22 Summerside..... 241 (5) 6.25 S226 AO re OUD - tiet as 160 (14) 6.66 3.58 
23 Charlottetown....... 1,270 2G on a2 7, 50S C Brooke ets. 5a... o 1,340 40.60 26.138 
Pa ee Phediaelts . aw. bance 46 (1) 3.45 1.91 hile’ Brook. zeke. ai 4 600 19.92 11.88 
POMP ONOUISG 2. fcc tle aes 88 (2) 3.65 2.00 526 Lois, PistoleSvansere 270 (24) Teal 6.26 
mi , OMedIAe... ise eke Ga tl) 3.45 1.94 Bar LRCIMOUsI! 4 outers 340 8.16 6.12 
aie Dalhousiel AY. .22... 85 (2) 4.10 2700.| 254) Quebect: 2 vat 650 12.61 10.08 


( ) Shows number of cartons involved in shipments under 300 lbs. This list shows the first 54 shipments in 
August out of total non-carload shipments of 242 orders for the month. 
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APPENDIX A-62 


A BRIEF TO 


THE PARLIAMENTATY COMMITTEE 
ON TRANSPORTATION FROM 
McCAIN FOODS LIMITED 


Our Company, McCain Foods Limited, is 
eleven years old. We are the largest processor 
of frozen potato products in Canada, indeed 
we are one of the largest potato processors in 
the world. Our products are sold across Cana- 
da and we export substantial quantities of 
products to Europe, the Caribbean, and 
Australia. 


Our Company. directly employs about 950 
people, and we have about another 500 
employees employed in various affiliated and 
associated companies. We are the largest 
buyer of potatoes in New Brunswick, and we 
-onsume a substantial share of the entire New 
Brunswick potato crop. 


The matter of freight rates, both present 
and future, is of great interest to us, because 
nearly all our sales are outside the Province 
of New Brunswick, and our business cannot 
exist if we are not competitive in Ontario and 
Quebec. 


80 per cent of our business is done east of 
the Ontario/Manitoba border, and this move- 
ment is almost entirely by truck. We supply 
the Prairie Provinces and British Columbia 
by rail. 

This Brief will discuss, principally, that 80 
per cent of our sales which is now handled by 
motor transport. Our penetration in Western 
Canada has not reached the National level, 
because we are not able to offer truck deliv- 
ery, since the Motor Transport Industry can- 
not be competitive, it seems, on hauls of this 
distance. 

1. Our customers require delivery by truck. 
Most do not have railroad sidings and a large 
number buy part truckloads, and serving 
them, in our opinion, is not practical by any 
other method of transport than road 
transport. 

2. Over the years, we have been plagued by 
a shortage of good refrigerated vehicles to get 
our goods to market. On many occasions, our 


business has suffered because of poor service. 
In short, there has not been enough good 
refrigerated trucks willing and able to carry 
our goods at rates we felt we could afford to 
pay. This position has improved in the last 
year, but we are still straining our various 
carriers’ capacity to handle our goods. 


3. We, our customers, and various govern- 
ment authorities, are getting more and more 
concerned with the arrival temperature of 
frozen goods. This problem is serious enough 
in itself, but there may well be government 
action in forcing good holding temperatures 
at all times, as is now in effect in the case of 
frozen fish. To hold correct temperatures, 
modern equipment is essential. 


4. We have recently accepted a small rate 
increase, the first in our history. We have 
vigorously resisted higher rates and we have 
been able to “hold the line” by loading our 
carriers’ rigs to capacity by loading vehicles 
as and when offered around the clock seven 
days per week and by assisting our carriers 
in obtaining return loads to our area. We 
have done everything possible, with the 
exception of paying higher rates to help cut 
our carriers’ costs, so that they could main- 
tain their rates to us. 


However, we are under no illusion about 
the present situation, and we know that if we 
are to have sufficient, good quality, 
refrigerated trailers offered us, allowing us to 
give the service our customers demand, that 
we must, in the near future, pay higher rates. 
We don’t think the road carriers can “stretch 
things” another inch. 


It is for this reason, that we respectfully 
petition you to recommend to the Govern- 
ment of Canada the application of subven- 
tions, as laid out in the MFRA, to the Motor 
Transport Industry. 


The MFRA makes an important and neces- 
sary contribution to the economy of the Mari- 
times. The reasons for its enactment are well 
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known, but the spirit of the Act is not being 
carried out. The Act was intended to assist 
products from the Maritimes to be sold both 
inside the Maritimes and across Canada at 
prices more competitive than they would 
have been, had the shipper been obliged to 
pay the total freight cost. The purpose of the 
Act and is sound, but it cannot accomplish its 
purpose today unless the Motor Transport In- 
dustry is allowed to participate equally with 
the railroads. 


The people who enacted the MFRA were 
probably not much worried about the rail- 
roads, but rather were concerned with the 
competitive position and economic well-being 
of the Atlantic area. Is this still not the case? 


Is there less reason today for carrying out the 


intent of the MFRA? Surely not. And, surely, 


the full affect of the MFRA cannot accrue to 


the advantage of Eastern Canada without 
including other modes of transport. 


How will we at McCain Foods and other 
shippers be affected if the provisions of the 
MFRA are extended to the Road Transport 


| Industry? 


We will immediately gain lower rates than 
we presently have, although we would not 
expect that the entire subvention would 
revert to us. We know that our carriers need 
more and better equipment and that they 
must have a better return on capital in order 
to accomplish this. We would then look for 
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the Motor Transport Industry to expand 
enormously with the large efficient operators 
offering the kind of service and the kind of 
rates that will substantially improve the 
Maritime shippers’ competitive position in 
Central Canada. 


Gentlemen, the time to act is now. We don’t 
suggest that subventions to the Road Tran- 
sport Industry will cure the economic trou- 
bles of the Maritimes, but it will help and it 
will help substantially. 


We say to you, in the most friendly terms, 
that some of the policies of the Governement 
of Canada, such as its National Monetary 
policy, are not good policies for the Maritime 
Provinces. The problem of economic stagna- 
tion is no less acute to us than the problem of 
linguistic rights to some of our sister prov- 
inces, and we ask that they be considered in 
the same spirit of accomodation. 


The extension of subsidy to the Motor 
Transport industry on the same basis as is 
now paid to the railroads is a progressive, 
positive, and genuinely practical step in 
encouraging the economic growth of the East- 
ern Provinces. We respectfully petition your 
vigorous support of legislation to accomplish 
this aim. 


February 12, 1968 


McCain Foods Limited 
Florenceville, N. B. 
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APPENDIX A-63 


ATLANTIC PROVINCES SOFT DRINK 
ASSOCIATION 


BRIEF TO 


THE HOUSE OF COMMONS STANDING 
COMMITTEE ON TRANSPORT AND 
COMMUNICATIONS 


1. Atlantic Provinces Soft Drink Association 


The Association represents nearly all bot- 
tlers of soft drinks in the Atlantic Provinces. 
Each of its thirty-seven members manufac- 
tures and distributes soft drinks and they col- 
lectively employ rather more than 1000 peo- 
ple on a year round basis, and perhaps 
300-400 more during the summer months. 


2. The Problem 


The Association is generally concerned 
about recent freight rate increases which bear 
heavily on the costs of obtaining beverage 
supplies, since its containers and raw mate- 
rials—other than sugar, water, and carbon 
dioxide—are all imported from Quebec and 
Ontario. For example, freight on glass bottles 
from Montreal to the Atlantic Provinces costs 
from 15 per cent to 20 per cent of the bottle 
cost. 

The Association is particularly concerned 
however, about the effect upon the Maritimes 
beverage industry of the present railway 
rates structure which favours the transporta- 
tion of finished bottled goods from Montreal 
to Moncton, Saint John, Fredericton, Char- 
lottetown, Halifax and Sydney. 


It must be pointed out that so long as bev- 
erages were bottled only in returnable bot- 
tles, the return freight on the empty bottles 
and the higher freight on the full bottles (re- 
turnable glass bottles are heavier) together 
represented a prohibitive cost to the Montreal 
bottlers and all bottled beverages sold in the 
Maritimes were bottled in the Maritimes. But 
the introduction of non-returnable bottles, 
coupled with the availability of attractive 
commodity freight rates for beverages, has 


opened the Maritimes market to Montreal 
bottlers. 


For obvious reasons, no accurate informa- 
tion is available in regard to the volume of 
goods being shipped to the Maritimes by 
Montreal bottlers, but it is believed now to be 
in excess of 150,000 cases of family size bev- 
erages (twelve bottles per case) on an annual 
basis. 


This represents a gross revenue loss to 
Maritime bottlers of over $400,000. 


3. Why Maritimes Bottlers are losing Sales 


The Maritimes bottlers cannot meet the 
price at which the Montreal bottlers can sell 
because: 


(a) A company which produces say, 
5,000,000 cases per year for its local mar- 
ket, can produce an additional 50,000 
cases at negligible cost. 


(b) The Montreal bottlers enjoy the 
advantage of the “frozen” non-competi- 
tive commodity rates. 


(c) Freight costs are an important ele- 
ment in setting Maritimes selling prices 
whereas there are only minor freight 
costs to be directly borne by Montreal 
bottlers. The effect of this is further to 
inflate Maritimes prices because of the 
incidence of Federal Sales Tax. 


4. The Effect of the Non-Competitive Com- 
modity Rates. 


The current rail rates per 100 pounds of 
finished beverages from Montreal to the prin- 
cipal centres in the Maritimes are shown 
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below, together with the corresponding com- 
petitive rates for empty glass containers: 


Finished Beverages 
Minimum Weight 
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Empty Glass Bottles 
Minimum Weight 


50,000 Ib. 30,000 Ib. 50,000 Ib. 
Sainty dohnetsid Jasataone..f,! 72¢ $1.04 89¢ 
BPregerictOn Hheowrsdcc.icavrrt. 72¢ 1.04 89¢ 
DIGHTON os... We oe cn ot aw Oc 72¢ 1.04 89¢ 
Charlottetown 2. . G2 Mss 38 76¢ 17£2 $1.09 
Lg CE eet beeen tinge, gen ote AF eae 76¢ 12 1.09 
SS VAIN oe BA Ser tie ent hiaes cht od ronnie ds 718¢ 14,18 1442 


It will be observed that the rates for empty 
bottles range from 24 per cent to 44 per cent 
higher than for full bottles for the same mini- 
mum weight, and from 44 per cent to 51 per 
cent higher for 30,000 pound loads of empty 
bottles. But it should be observed that where- 
as the Montreal bottler has to ship only 
some 1300 cases of full bottles to meet the 
50,000 pound rate, the Maritimes bottler 
would have to order 3360 cases of empty bot- 
tles to enable him to enjoy the same rate. In 
the limited Maritimes market, it is not practi- 
cable for one bottler to order in this quantity. 


_ In order to assess the effect of the non-com- 
petitive rates, we have calculated the freight 
charges for delivering a nominal! load of 100 
gross (1200 cases) of finished beverages to the 
five principal cities in the Maritimes, and the 
comparable freight charges for quantities of 
empty bottles, bottle caps, and sugar required 
for the local manufacture of 160 gross of bev- 
erages. Our calculations show—see attached 
Appendix I—that there is a freight advantage 
of 11¢/12¢ per case in favour of the Mari- 
time bottler. 


This advantage evidently does not offset the 
productivity factor referred to in 3(a). Indeed 
one New Brunswick bottler has informed the 
Association that whereas a national soft drink 
company was paying some $30,000 per year to 
have its beverages produced locally in return- 
able bottles, this national company now finds 
it more economic to produce these same bev- 
erages in Montreal in non-returnable bottles, 
land to ship the finished beverages to the 
Maritimes. 


But it is pertinent to observe that if the 
finished beverages were charged at the empty 
bottle freight rates, the freight advantage to 
the Maritimes bottler would be about 19 cents 
per case in New Brunswick and 25 cents per 


case in Nova Scotia. 


if 


| 
| 


Since the commodity rate on finished bev- 
erages is a “frozen” non-competitive rate, it 
seem reasonable to deduce that its effect is to 
give the Montreal bottlers a subsidy varying 
from about 7 cents to a maximum of 14 cents 
per case of beverages. 


5. Recent Distortion of the Maritimes Com- 
petitive Relationship 


It is significant to note that under the 
provisions of Section 335 of the Railway Act, 
the non-competitive commodity rates cover- 
ing the movement of finished beverages into 
the Maritimes are “frozen” for a two year 
period which commenced on 23rd March, 
1967, whereas the railways have elected to 
publish higher rates on empty glass bottles as 
so called “competitive” rates, with the result 
that the rates on empty bottles are outside 
the rate freeze provisions of the Railway Act. 


As a result of the provisions of Section 335 
of the Railway Act, and due also to the pas- 
sage of the Freight Rates Reduction Act, 
which had the effect of reducing the 17 per 
cent freight rate increase of 1st December, 
1958 to 8 per cent on non-competitive rates, 
and the subsequent policy of the Federal 
Government to maintain that level pending 
consideration of the report of the 1960 Royal 
Commission on Transportation, the non-com- 
petitive commodity rates on finished bever- 
ages from Montreal to the Maritimes have not 
increased during the past nine years. 


So, on the one hand, the rates on finished 
beverages are lower to-day than on December 
1, 1958 by virtue of the substitution of the 8 
per cent increase in lieu of the 17 per cent 
increase, and on the other hand, the so called 
competitive rates of empty bottles were 
increased on October 10, 1966 by 10 per cent, 
and on September 5, 1967 by a further 3 per 
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cent/6 per cent. The relative competitive 
position between Montreal and Maritimes 
bottlers of beverages in the Maritimes mar- 
kets has thus been distorted in favour of the 
former. Appendix II showing a comparison of 
the rates on finished beverages and empty 
bottles from Montreal to Saint John and Hali- 
fax, illustrates the impact of these recent 
freight increases on empty boitles. 


6. Further Observations 


Appendix I shows the freight basis and 
rates which are commonly used by bottlers in 
the Maritimes to bring in their supplies of 
containers and the principal raw materials. It 
will be appreciated that the quantities 
involved, when converted to finished goods, 
are much in excess of the minimum quantity 
of finished goods which must be shipped from 
Montreal in order to obtain the best freight 
rate. The Maritimes bottler is thus usually 
penalized with an inventory in excess of his 
current requirements, but his alternative 
would be to ship less than car-load lots 
—which would be prohibitively expensive. 


7. Sales Tax 


Freight costs are, of course reflected in 
higher selling prices for soft drinks in the 
Maritimes as compared with Quebec and On- 
tario. In the particular package under study, 
selling prices must include in the worst case 
(Sydney) 19.2 cents per case in respect of 
freight, and since Federal Sales Tax is paya- 
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ble by each bottler on his wholesale selling 
prices, it can be shown that the Maritimes 
bottler—few of whom are selling family size 
disposable bottled goods—would have to pay 
24 cents per case in Federal Sales Tax where- 
as his Montreal competitor sells on an 
F.O.B. Montreal basis:and pays only 20 cents 
per case. 


8. Conclusion 


The 37 Maritimes bottlers of soft drinks 
operating over 40 small plants, are highly 
vulnerable to competition from the large bot- 
tlers in Quebec because of the advent of non- 
returnable bottles and the ready acceptance 
of this disposable package by the grocery) 
supermarkets. This vulnerability is increased 
by the present freight rates structure and 
unless the competitive position of Maritimes: 
bottlers is restored through freight rates: 
changes, the erosion of their businesses—of, 
which family size non-returnable bottle: 
imports from Quebec is only one symptom) 
—will continue, and the viability of another 
Maritimes industry will be in doubt. 


The Association therefore recommends the 
following alternative solutions to its 
problem :— 


(a) Cancel the special rate for bevers 
ages and extend the tariff for empty bom 
tles to cover finished beverages, or 


(b) Introduce carload rates for enol 
bottles at the rates now being charged for) 
finished beverages. | 


| 
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APPENDIX III 


MEMBERS OF THE ATLANTIC 
PROVINCES SOFT DRINK 


NEW BRUNSWICK 


Ahier & Woods, Limited, 
22 Ramsay Street, 
Campbellton, N.B. 


Nadeau’s Beverages, Ltd. 
18 Union Street, 
Campbellton, N.B. 


Cassidy’s Beverages, Limited, 
63 Church Street, 
Chatham, N.B. 


Gorham Beverages, Limited, 
361 Victoria Street, 
Fredericton, N.B. 


H. F. Tennant, Limited, 
PO. box 242% 
Moncton, N.B. 


The International Drug Co. Ltd. 
17 King Street, St. Stephen, N.B. 


Woodstock Bottling Works, 
Cedar Street, Woodstock, N.B. 


C. & S. Bottling Works Ltd. 
392 Demeresque Street, 
Bathurst, N.B. 


Gallivan Beverages, Limited, 
P.O. Box 35, Newcastle, N.B. 


Grand Falls Bottling Works, 
#7}... Box.110, 
Grand Falls, N.B. 


Saint John Beverages, Limited, 
Chesley Street, Saint John, N.B. 


Seven-Up Sussex Limited, 
140 Clark Street, 
Fredericton, N.B. 


Seven-Up Sussex Limited, 
Baig Blvd., Moncton, N.B. 


Seven-Up Sussex Limited, 
Barrack Green, Saint John, N.B. 


City Beverages Limited, 
Water Street, Campbellton, N.B. 


Crystal Beverages Limited, 
Moncton, N.B. 


ASSOCIATION 


NOVA SCOTIA 


Chapman Bros. Limited, 
20 Station Street, 
Amherst, N.S. 


H. F. Tennant Limited, 
9 Havelock Street, 
Amherst, N.S. 


Emeneau’s Beverages, Limited, 
677 LaHave Street, 
Bridgewater, N.S. 


Morris Beverages, Limited, 
230 Wyse Road, 
Dartmouth, N.S. 


McKinley Beverages, Limited, 
263 Brookside Street, 
Glace Bay, N.S. 


Canada Dry Bottling Company Ltd., 


P.O. Box 340, 
Halifax, N.S. 


Coca Cola Limited, 
6034 Lady Hammond Road, 
Halifax, N.S. 


McLeans Beverages Limited, 
Westville Road, 
New Glasgow, N.S. 


Havelock Home Bottling Co. Ltd. 
P.O. Box 998, 
Sydney, N.S. 


Ideal Beverages Limited, 
500 George Street, 
Sydney, N.S. 


Isle Royale Beverage Ltd. 
245 Welton Street, 
Sydney, N.S. 


Chapman Beverages, Ltd. 
1100 Prince Street, 
Truro, IN-o: 


Jones Bottling Co. Ltd., 
Weymouth, N.S. 


Weymouth Springs Bottling Works, 
P.O. Box 31, 
Weymouth, N.S. 


Yarmouth Beverages, Limited, 
Yarmouth, N.S. 
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Astoria Beverages, 
Liverpool, N.S. 


Seven-Up Sussex Limited, 
5539 Bloomfield Street, 
Halifax, N.S. 


Seven-Up Sussex Limited, 
55 Massey Drive, 
Sydney, N.S. 


Seven-Up Sussex Limited, 
59 Prospect Street, 
New Glasgow, N.S. 


Seven-Up Sussex Limited, 
Brickyard Road, 
Bridgetown, N.S. 


Hi-Cap Beverages Limited, 
Maynard Street, Halifax, N.S. 


PRINCE EDWARD ISLAND 


J. T. Morris Limited, 
96 Kensington Road, 
Charlottetown, P.E.I. 


Seven-Up Sussex Limited, 
Charlottetown, P.E.I. 


Seaman Beverages, Limited, 
Charlottetown, P.E.I. 
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MAGDALEN ISLANDS, P.Q. 


W. Grant Clark, 


P.O. Box 193; 
Grindstone, P.Q. 


NEWFOUNDLAND 


Gaden’s (Central) Limited 
Bishop’s Falls, Newfoundland 


Browning-Harvey Limited, 
P.O. Box. 126, 
Cornerbrook, Newfoundland 


Bond Beverages, Limited, 
72B High Street, 
Grand Falls, Newfoundland 


Browning Harvey Limited, 
Rope Walk Lane, 
St. John’s, Newfoundland 


Purity Factories, Limited, 
Blackmarsh Road, 
St. John’s, Newfoundland 


Union Aerated Water Company, 
63 Fresh Water Road, 
St. John’s, Newfoundland 


Gadens (West) Limited, 
Mount Bernard Road, 
Cornerbrook, Newfoundland 


Gadens Limited, 
O’Leary Avenue, 
St. John’s, Newfoundland 
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APPENDIX A-64 


BRIEF by 
HAWKER SIDDELEY CANADA LTD 


Trenton N.S. 
February 14th, 1968. 


Gentlemen: 


This brief is presented on behalf of Hawker 
Siddeley Canada Limited, Trenton Works, 
Trenton, N.S., to reiterate the penalty our 
plant endures, being situated in Nova Scotia 
and competing against our counterparts in 
central Canada. 


Our prime product is the manufacture of 
railroad freight cars, with secondary products 
of railroad car parts, viz. axles, wheel pairs, 
brake beams, etc. and forgings. 


When manufacturing railroad freight cars, 
we find that our freight cost per unit is 
approximately 44%, whereas our counter- 
parts in central Canada are paying 14% to 
14%. The differential is attributed to many 
factors. With all due respect to the purpose of 
the Maritime Freight Rate Act and knowing 
the effect it has on the economy and survival 
of the Maritime Provinces, it is of little value 
to us in the manufacture of railway freight 
cars. Our freight charges are based on the 
east bound movement only. 


As we are still in the monopolistic era of 
transportation in the Maritimes and competi- 
tion with the railroad is non-existant. We are 
captive and have to rely on the goodwill of 
the railroad for relief, which I might add has 
been fair considering the basis for negotia- 
tion, which our competition enjoys, is absent. 


Surely there are a large percentage of 
manufacturers and distributors in the Mari- 
times who are in the same position as we are. 
This would encompass all manufacturers who 
sell to the local market, retailers and whole- 
salers and many more. This is borne out by 
the fact that the salaries in the Maritimes are 
the lowest in Canada, with the cost of living 
the highest. This is detrimental to a healthy 
economy. To elaborate more, this extra 
freight cost has to be borne in our cost 
structure. With labour endeavouring to equal- 
ize wage scales with central Canada, the 


problem of absorbing freight costs becomes 
more acute. Any relief on east bound freight 
costs will most certainly improve our position 
and is imperative to the future progress of 
the Maritime Provinces. I recommend this be 
reviewed. 


The importance of the Maritime Freight 
Rates Act is evident in the marketing of our 
other products. The railway car parts are 
shipped in carload and less than carload 
quantities. Without the benefit of the 
M.F.R.A. Rates, this business would be non- 
existant. On our less than carload quantities, 
the burden of the new non-carload rates 
would be non-remunerative and thus discon- 
tinued. 


Our forge operation is marginal. Many fac- 
tors are involved with freight standing out as 
one of the significant inherences. The majori- 
ty of these shipments are in the middle 
weight range from 3,000 to 15,000 lbs. and our 
market area is from coast to coast. At the 
time of comparing our freight costs last 
spring against our competitors, we made 
changes utilizing the existing rate structure at 
that time with improved shipping practices, 
reducing our cost. 


Forgings under the less than carload class 
tariff takes a Class 55 rating as authorized in 
Iron and Steel Tariff Canadian National Rail- 
way, CI-79-2. With the coming into existence 
of a freight rate increase, as authorized in 
Canadian Freight Association Tariff No. 85, 
and the elimination of pick up and delivery 
service, further complicated our position but 
with ingenuity on our part, we were able to 
partially overcome this penalty. 


With the inauguration of the new non-car- 
load rates as authorized in Express Traffic 
Association Tariff 100, the freight on this prod- 
uct rose to an average increase of 125% to 
200%, dependent on weight. This would cer- 
tainly put our forging operation in a very 
precarious position if allowed to become 
effective in the Maritimes. 
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Summary: 


I can only see where the future progress of 
the Maritime Provinces will stagnate unless 
the Committee recommends a transportation 
policy within a separate framework from the 
National policy. Drastic steps must be taken 
to encourage new industry and develop the 
older ones, otherwise this situation will pre- 
vail as in the past. The Provinces have taken 
the bull by the horns and have done a mag- 
nificent job, but they are limited. In my hum- 
ble opinion the problem is wholly transporta- 
tion and with effective measures, would see 
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a brighter future for the Maritimes which will 
certainly improve National unity and be an 
asset to Canada economically. Your findings 
will be looked forward ot with great interest 
and I only hope that you see what others 
have failed to vision. The future progress of 
the Maritimes is in your hands. 


A. W. Owen, 
Traffic Manager, 


Hawker Siddeley Canada Ltd., 
Trenton Works. 
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APPENDIX A-65 


A BRIEF 
PRESENTED BY 


THE GOVERNMENT OF THE 
PROVINCE OF NEW BRUNSWICK 


to the 


STANDING COMMITTEE ON 
TRANSPORT AND COMMUNICATIONS 


Honourable Robert J. Higgins 
Minister of Economic Growth 
Province of New Brunswick 
FREDERICTON, N.B. 

March 14th, 1968 


REVISED 


The Government of New Brunswick wel- 
comes this opportunity of presenting its views 
and comments to the Standing Committee on 
Transport and Communications. Your Com- 
mittee is no doubt aware that the Minister of 
Transport asked the Premiers of the Atlantic 
Provinces and the Maritimes Transportation 
Commission for proposals and recommenda- 
tions for a regional transportation policy for 
the Atlantic Provinces. In January of this 
year a transportation “Task Force” was creat- 
ed by the Atlantic Provinces and is presently 
working on the problem. Since the work of 
this Task Force is presently continuing, the 
Government of New Brunswick is unable to 
recommend specific policies towards the 
region’s transportation problems at this time. 
However, the Government has committed 
itself to produce an integrated transportation 
policy recommendation in the near future. 


Transportation must be more than a purely 
dollars and cents proposition for Canada. 
Transportation has made Canada and keeps it 
united. It enables all of Canada’s regions to 
Share in an expanding economy. Transporta- 
tion therefore is the vehicle which enables 
industry located in distant parts of our coun- 
try to develop through reasonable access to 
the concentrated central Canadian market. 
Such a policy must be developed for the At- 
lantic area if we are to be effective partners 
in our Canadian Confederation. 


Speaking in Halifax, Nova Scotia, on Mon- 
day, September 12, 1864, Sir John A. Mac- 
Donald said: 


“It cannot be denied that the railroad as 
a commercial enterprise would be of 
comparatively little commercial advan- 
tage to the people of Canada’’...In the 
case of a union this Railway must be a 
national work, which Canada will cheer- 
fully contribute to the utmost extent in 
order to make that important link with- 
out which no political connection can be 
complete’’. 


For these reasons, our transportation links 
were never intended to be an instrument for 
profit. If profit had been the sole criteria, 
many of Canada’s railroads, airports and sea- 
ways would not have been constructed. Cer- 
tainly, the St. Lawrence Seaway would not be 
what it is today. Canada has continuously 
invested in the development of our national 
economy through subsidization of much of 
our transportation system through subsidized 
freight rates, the operation of uneconomic 
lines, the construction of seaways and the 
Trans-Canada Highway. 


Today, as in 1867, transportation is still 
very much an issue. While modes of transpor- 
tation have improved, the same geographic 
conditions and transportation principles exist. 
Canada has expanded and prospered through 
the use of transportation as a tool for eco- 
nomic development and the creation of 
regional transportation policies within the 
national context. Through the years, Canadi- 
ans have attained a higher standard of living 
but regional disparities still exist. The Atlan- 
tic area has not attained the standard of liv- 
ing enjoyed by much of our population in the 
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more industrialized areas of Canada. Canada 
requires a regional transportation policy for 
the Atlantic area, to permit us to expand and 
enjoy the standard of living enjoyed by other 
Canadians. Our manufacturers and producers 
have historic rights to develop and expand by 
access into that market. While the modes of 
transportation have changed over the years, 
certainly the need remains. 


MARITIMES FREIGHT RATE ACT—SEC- 
TION 7 


“The purpose of this Act is to give certain 
statutory advantages in rates to persons and 
industries in the three Provinces of New 
Brunswick, Nova Scotia and Prince Edward 
Island, and in addition upon lines in the 
Province of Quebec mentioned in Section 2 
together hereinafter called “select territory”, 
accordingly the Board shall not approve nor 
allow any tariffs that may destroy or prejudi- 
cally affect such advantages in favour of per- 
sons or industries located elsewhere than in 
such select territory.” R.S., C.79, 58.8. 


We do not intend to use this brief to pro- 
vide you with a history of developments since 
the Act in 1927. Suffice to say, the Atlantic 
Provinces traffic did not benefit to the same 
degree from competitive rate reductions. By 
the same measure it was unable to escape to 
the same extent the full application of post- 
war rate increases. The relative advantages 
intended has therefore not been maintained 
but this does not in any way imply that the 
intent of the Act is no longer valid. Any 
revision of this Act must be consistent with 
the historical nature of our transportation 
policy, namely, to afford our manufacturers 
and producers access to the larger markets 
instead of the restricted local market, and 
transportation assistance to all carriers to 
remove the discriminatory features of the 
present Act, where assistance is confined to 
rail traffic only. Removal of this discriminato- 
ry aspect respecting rail traffic only would 
create heathly competition thereby encourag- 
ing improved service and rates. 


NATIONAL TRANSPORTATION ACT 


In the Spring of 1967, Canada achieved its 
“new” look in transportation in the form of 
the National Transportation Act. The goals of 
this new look are very closely stated in the 
first Section of the Act. 

“It is hereby declared that an economical, 
efficient, adequate transportation system 
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making the best use of all available modes ~ 


of transportation at the lowest total cost 
is essential to protect the interests of the 
users of transportation and to maintain 
the economic well-being and growth of 
Canadasi.’- 


In achieving this objective, the Act states 
that due regard must be given, “to national 
policies and to legal and constitutional 
requirements”’. 


The Government of New Brunswick agrees 
with the declaration of goals. Our transporta- 
tion must be economic, efficient and adequate. 
This system must make use of all available 
modes of transportation. The total cost of all 
the available modes should be as low as 
possible. 


However, we must clearly state this decla- 
ration must be placed in the historic Canadi- 
an context. And the words, “economic and 
efficient” must be read. together with “ade- 
quate” and again adequacy must relate to 
“economic well-being”... “of Canada’. Sub- 
clause (ii) of Clause (d) of the first section 
referred to above, states that each mode of 
transport may impose tolls or make condi- 
tions as long as they do not constitute “an 
undue obstacle to the interchange of com- 
modities between points in Canada or unrea- 
sonable discouragement to the development of 
primary or secondary industries or to the 
export trade in or from any region of Canada 
or to the movement of commodities through 
Canadian DOortss. . <7. 


In other words transportation must be 
“adequate” to fulfil an east-west concept 
without regard to a purely profitable com- 
mercial operation. If the tolls or conditions are 
an “undue obstacle” or “unreasonable dis- 
couragement” to trade or economic develop- 
ment, these tolls and conditions must be 
related to the principles enunciated in the 
first part of Section I. Consistant with the 
principle so enunciated, toll and condition 
changes must be related to the compensatory 
concept contained in the new legislation. The 
effect of this is to generate the much needed 
competition between all modes of transporta- 
tion. If, despite this competition there is still 
an “undue obstacle” or unreasonable discour- 
agement” to trade or economic development 
in the Atlantic Region, then proper and ade- 
quate consideration on a policy basis must be 
given to recognition of a problem that cannot 
be solved by competition. 
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The Atlantic Provinces have never been 
included in a national policy but have been 
accorded certain historic rights aimed at 
reducing the effect of our isolation from the 
major Canadian markets. The transport poli- 
cies embodied in the National Transportation 
Act, stressing the use of forces of competition 
as a means of reflecting the cost of providing 
the services reflect the cost of the long haul. 
If the rates reflect the cost of the long haul to 
the markets, the cost of moving freight from 
the Atlantic area will increase substantially 
and be in conflict with the objectives of the 
National Transportation Act as heretofore set 
forth unless adequate recognition is made of 
the principles set out in the first part of Sec- 
tion I. 


The Atlantic Provinces have a relatively 
small population dispersed throughout the 
region. Urban centres are relatively small and 
few in number. Industries are limited and 
dispersed. But most important, many modes 
of transportation are unavailable or inade- 
quate. Long distance, few people and indus- 
tries, and small volume have hindered the 
development of new modes of transportation. 


The National Transportation Act is the 
embodiment of a transportation policy for an 
industrialized and urbanized society. Its stress 
on competition, compensatory rates, efficiency 
and adequacy meets the needs for the more 
advanced regions of Canada. However, it is 
not appropriate at this time for the needs of 
the Atlantic Region. 


NON-CARLOAD RATES 


Recently, a number of changes have been 
made by the railways in their non-carload 
tariffs. The new tolls and conditions are an 
undue obstacle to the interchange of com- 
Modities between points in the Atlantic 
region and an unreasonable discouragement 
to the development of primary and secondary 
industries in our region. 


These are serious submissions and should 
not, and are not, made lightly. 


mEIRST: 


On May 6, 1967, an approximate six per 
cent increase was effected on all non-carload 
rates. On September 5, 1967, the former LCL 
and express rules and rates were amalgamat- 
ed. Coupled with this, the provision of pick- 
up and delivery service in conjunction with 
the LCL competitive rates were cancelled 
entirely. This eliminated the additional 
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benefits to LCL shippers who, as recently as 
May 6, were subjected to the six per cent 
increase. 


One argument of our railways appears to 
be that this amalgamation lowered express 
rates and made LCL shippers pay for the 
benefits received. This is a tenable argument 
in theory, but the fact is that a further 
benefit to LCL shippers has been cancelled. 
What appears to be untenable is the effect of 
the arguments of the railway that even 
though the shipper is willing to provide his 
own “pick-up and delivery” at his own 
expense, he must forego the 20 per cent 
freight subsidy on intra-district shipments as 
well as failure to come under the former LCL 
rate schedule. 


SECOND: 


The present size of the production of the 
Atlantic Region is evidenced in the almost 
doubled number of LCL shipments (362 
pounds per capita) as related to the rest of 
Canada (192 pounds per capita) (Facts DBS). 
When the “rate freeze” was effected, howev- 
er, LCL shipments were exempted. 


THIRD: 


It is accepted by the Atlantic Region and I 
am sure by the members of the Committee, 
that secondary manufacturing and processing 
must be developed. Among those being deve- 
loped in New Brunswick are food processing, 
specialized machinery, boats and canoes, 
appliances, and the manufacture of deter- 
gents, to name a few. The drive to encourage 
such entrepreneurial endeavours is now met 
by the new “density rule” of one cubic foot 
being deemed to weight ten pounds. 


The combination of these factors, i.e., the 
approximate six per cent increase in May, the 
cancellation of pick-up and delivery service, 
the cancellation of competitive rates and the 
establishment of the density rule has been 
disastrous. These items are not theory to the 
Atlantic Region shippers, producers or con- 
sumers. Many firms face an uncertain future, 
many will not be able to expand and many 
will not establish in this region because of 
these transportation developments. 


Far too many industries in far too many 
centres are being squeezed out of their nor- 
mal markets. Many of these industries affect- 
ed are in small communities. Several are our 
more progressive and newer industries. They 
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are the basis of our diversified secondary 
manufacturing sector, a part of our economy 
too long neglected in our region in the past. 


It is expected that your Committee will 
receive representations on this subject from 
the Maritimes Transportation Commission, 
shippers and receivers, during the course of 
your hearing. It is not intended therefore to 
refer to this matter in further detail but sim- 
ply direct your attention to the brief submit- 
ted to the Honourable Paul T. Hellyer on 
December 13, 1967, by the Maritimes Trans- 
portation Commission setting forth four: spe- 
cific steps or recommendations. The Govern- 
ment of New Brunswick endorses _ this 
submission. 

In conclusion, the Government of New 


Brunswick has committeed itself, together 
with the other Atlantic Provinces and the 
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Maritimes Transportation Commission, 
produce an integrated transportation policy 
recommendation for the Provinces. The 
recent Atlantic Provinces Transportation 
Study has been analyzed in detail, an inter- 
Government transportation committee has 


been established and through positive effort | 


we can achieve the integrated policy needed 
to help the ecoonmic progress of the Atlantic 
Provinces. 


We realize that national policy or regional 
policy falls within the sole jurisdiction of the 
Parliament of Canada, but we hope the views 
of the Governments of this region will assist 
in the development of such policies. 


We hope this background material and 


comments on the region’s transportation prob- 
lems, of necessity brief, will be beneficial to 
your Committee in its deliberations. 


to} 
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SUBMISSION 


from 


THE OPPOSITION MEMBERS OF THE LEGISLATIVE ASSEMBLY 
OF NEW BRUNSWICK 


Transportation problems have been one of 
the historic economic handicaps of the whole 
Atlantic region. We must continue to com- 
plain because the situation continues to be 
chronic. 


The total transportation system of this prov- 
ince and region must be so designed to meet 
the needs of the people as they are today. 


Any examination of the Maritime Freight 
Rates Act must be concerned with all forms 
of transportation—railways, highways, water- 
ways and airways, whether or not all modes 
of transportation were provided for in the 
original Act. 


At present New Brunswick people, industry 
and businesses are significantly disturbed and 
aroused by failure of the Maritime Freight 


Rates Act and National Transportation Act to 


meet the present needs of the province’s trans- 
portation requirements. We understand this 
concern. 


New Brunswickers are also significantly 
concerned that unless the policies of the 
Canadian Transport Commission and the fed- 


eral authority are more responsive and sus- 
ceptible to changing conditions and demands 


in the province and region, we cannot devel- 
up economically and socially—even succeed 
to survive. We share this concern. 


The original premise of the Maritime 
Freight Rates Act reflecting the National 
Development Policy of our Canadian federal- 
ism was an assurance to the businesses and 
the people of this region that products 
shipped to the larger Canadian markets of 
Quebec and Ontario would be in a competi- 
tive position on arrival; also, that costs of 
transportation within the region would not 
prohibit making a profit. 


We are concerned and aroused because it is 
and has been evident that the present Act 
does not provide this same assurance to the 
region when looked at in the context of today 
and the foreseeable future. 
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We insist that the original premise is still 
economically sound in the interests of the 
nation, but the Act, like federal policy, has 
not been adapted to today’s conditions in the 
region and, therefore, the original assurance 
is no longer effective. In fact, it has been 
completely ignored in recent freight rate 
changes. 


The present Maritime Freight Rates Act is 
failing this region economically because it has 
not been altered to provide for modern tran- 
sportation forms, such as trucks. 


The present Act has also been corrupted by 
straight-across-the-board increases in freight 
rates. The result of these increases has been 
the elimination of the one-time advantages of 
the Maritime Freight Rates Act in relation to 
our products being competitive on arrival at 
the central market. 


As a short-term measure, and in anticipa- 
tion of the development of a comprehensive 
transportation system, we would advocate 
that the Maritime Freight Rates Act be 
altered now to provide the same benefits and 
privileges to the trucking industry as the rail- 
way companies enjoy. 


We would also advocate that this committee 
satisfy itself that the Canadian Transport 
Commission is staffed with sufficiently compe- 
tent people to deal with the total transporta- 
tion problems of this region, and who are 
preferably more qualified than anyone or any 
agency in the region to set rates and deter- 
mine policy in consultation with the 
provinces. 


We would also advocate that the recom- 
mendations and policies of the Atlantic Prov- 
inces Transportation Task Force, which are 
promised within the immediate future, be 
studied and considered before any important 
alterations in the Maritime Freight Rates Act 
are made. 


In the long-term interests of New Bruns- 
wick and the region and the nation, we 
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advocate that a total transportation policy be 
designed for this region which would provide 
for present and foreseeable needs of the 
people. 

We are interested in and support the con- 
sideration of such proposals as the Chignecto 
Canal, a super airport, the Corridor Roads 
and Atlantic super ports. We believe that 
these projects can best be assessed within the 
context of a total transportation policy. 


Our persistent and chronic transportation 
problems will not be solved by trivial amend- 
ments here and there in the Maritime Freight 
Rates Act. 

In the interest of national development, it 
is not economically sound to consider the 
elimination of subsidies. 


However, subsidies should be established at 
the minimum levels which will ensure the 
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development of the most efficient and com- 
prehensive transportation system—including 
all modes of transport—to meet the needs of 
the Atlantic region. 


Therefore, the predominate consideration is 


not one of subsidies, but, rather, one of the 


development of a total transportation system 
and the necessity of subsidies to bring this 
about. 


In conclusion, a transportation system and 
the policy which establishes it, is not only 
vital to the movement of goods and materials 
to market; it is vital to the establishment and 
maintenance of personal travel and personal 
contact within the region and within the 
community. 


Therefore, the transportation system of the 


Atlantic region and of New Brunswick must 


reflect the total needs of the society it is 
designed to serve. 


| 
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APPENDIX A-67 


BRIEF SUBMITTED 
BY THE CITY OF FREDERICTON 


The City of Fredericton believes that there 
are several problems facing the local economy 
with which the Committee should be con- 
cerned. This brief will be limited in scope to 
the consideration of some of these problems 
and will not attempt to delineate an overall 
transportation strategy for the region or for 
the local economy. Attention here is focused 
upon three problems felt to be of major 
importance to the citizens of this area. The 
first of these relates to the provisions of the 
Maritime Freight Rates Act, the second to the 
quality of passenger service presently availa- 
ble in the city, and the third to the problems 
created by the proposed consolidation by the 
railroads of their express and less-than-car- 
load services. These will be treated in order. 


1. The Maritime Freight Rates Act: 


The overall objective of any national trans- 
portation policy must be transported co-ordi- 
nation. By this is meant that all modes of 
transport should be encouraged to perform 
those tasks which they can perform most 
efficiently. Obviously, if this goal is to be 
achieved, then each mode of transport must 
operate under conditions which will allow it 
to achieve the fullest possible development in 
its own niche. The acceptance of this idea 
appear to have occurred only recently in 
Canada with the passage of the National 
Transportation Act. The Act notes the desira- 
bility of making use of the availability of all 
modes of transportation at the lowest possible 
cost. It states that no particular mode should 
be put at a competitive disadvantage through 
the regulatory activities of the Canadian 
Transportation Commission or in any other 
artificial manner. In short, the concept of 
transport co-ordination has been accepted by 
Statute in Canada. 


Yet, in practice, this legislative ideal 
appears not to have gained acceptance. The 
terms of the Maritime Freight Rates Act 
would be a case in point. Under the terms of 
that Act, the railroads are paid a subsidy 
which is not available to other modes of trans- 


portation. This discriminatory subsidy would 


seem to violate the principles of transport 
co-ordination laid down by the National 
Transportation Act. This is the case, because 
the subsidy gives to the railroads a competi- 
tive advantage which they do not naturally 
possess. As is pointed out in the Atlantic 
Provinces Transportation Study, it has also 
had undesirable side effects upon the develop- 
ment of alternate forms of transportation (i.e. 
competition for the railroads within the At- 
lantic region. As a consequence of this in- 
equitable situation, we therefore recommend: 


THAT THE PROVISIONS OF THE 
MARITIME FREIGHT RATES ACT BE 
IMMEDIATELY EXTENDED TO COVER 
ALL MODES OF TRANSPORT MOVING 
GOODS WITHIN SELECT TERRITORY 
AND FROM POINTS IN SELECT TER- 
RITORY,...-TO;;, OTHER), POINTS:celt 
CANADA. 


The Maritime Freight Rates Act was ini- 
tially passed in order to allow Maritime pro- 
ducers to become more competitive in the 
central Canadian market. Yet, history has 
demonstrated that the products of the region- 
al producer are competitive with, rather than 
complementary to, those produced in the 
country’s heartland. In order to be competi- 
tive in those markets, the local producer 
would have to possess an absolute advantage 
over the central Canadian producer equal to 
the costs of transfer. At the same time, the 
regional producers have developed a substan- 
tial export market in the eastern part of the 
United States. It is inconsistent to offer assist- 
ance to producers in one market in the form 
of transportation subsidies, but to withhold 
these from producers selling in the other 
market. One could also argue that since the 
St. Lawrence Seaway is operated at a loss, 
there exists a form of transportation subsidy 
for those shippers making use of its facilities. 
From this point of view as well, the Maritime 
Freight Rates Act offers a discriminatory sub- 
sidy. In order to remove this discrimination, 
we strongly recommend: 


THAT THE PROVISIONS OF THE 
MARITIME FREIGHT RATES ACT BE 
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EXTENDED IMMEDIATELY TO COVER 
REGIONAL EXPORTS TO THE UNITED 
STATES ON THAT PORTION OF THE 
HAUL LYING WITHIN SELECT TER- 
RITORY. Ge. TO. THE.,.CANADAs 
UNITED STATES BORDER). 


The National Transportation Act states in 
part that “each mode of transport so far as 
practicable carries traffic to or from any point 
in Canada under tolls and conditions that do 
not constitute an undue obstacle to the inter- 
change of commodities between points in 
Canada or unreasonable discouragement to 
the development of primary or secondary 
industries or to export trade in or from any 
region of Canada...”. Interpretation here 
obviously hinges upon the interpretation of 
the term ‘undue obstacle’. It furthermore 
implies the acceptance of the idea that 
regional or national interests transcend the 
interest of the carriers. It suggests that if 
one region or several regions would be great- 
ly disadvantaged by the implementation of 
the national transportation policy, there exists 
the obligation on the part of the federal gov- 
ernment to deal with the problem. It is sug- 
gested that the implementation of the new 
noncarload rates by railroads has had adverse 
impacts upon the City of Fredericton and 
upon the region in general. It is suggested 
that the proposed removal of the transporta- 
tion subsidy paid under the terms of the 
Maritime Freight Rates Act would have a 
similar effect. For these reasons we strongly 
urge: 


LHAT* .THE YPROVISIONS VOFroo THE 
MARITIME FREIGHT RATES ACT BE 
EXTENDED ‘TO COVER THAT "PART 
OF (| THE WEST>“TO. EAST “HAUL 


WHICH LIES WITHIN SELECT 
TERRITORY. 
AND 


THAT. . THE. MARITIME. FREIGHT 
RATES ACT BE RETAINED WITH THE 
ABOVE MODIFICATIONS AT LEAST 
UNTIL THE REGIONAL TASK FORCE 
ON TRANSPORTATION HAS | RE- 
VIEWED THE EXISTING PROBLEMS 
AND HAS DEVELOPED AN ALTER- 
NATE STRATEGY. 


Notwithstanding the statements of the 
Royal Commission on Transportation on the 
intra-regional subsidy, we believe that for the 
sake of consistency it must be retained. 
Specifically, if a producer within select terri- 
tory is not eligible under the Act, and his 
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competitor outside select territory is, then 
the former may be unduly injured as a 
consequence. To avoid this possibility, the 
present subsidy with respect to intra-regional 
shipments must be retained subject to the 
above-mentioned changes. 


It would generally be accepted that histori- 
cally, there have been prices paid for the fact 
of Canadian nationhood. It would also be gen- 
erally accepted that the costs involved have 
been borne by the entire country while the 
benefits have accrued to particular regions. It 
can hardly be argued that the chief benefici- 
aries of the protectionist policies adopted by 
Canada have been Ontario and to a lesser 
extent Quebec. The construction of the St. 
Lawrence Seaway, the special provisions for 
the transportation of wheat and flour, and the 
National Oil Policy are other cases in point. It 
is not the purpose of the present brief to 
attack or defend such policies, but merely to 
note their instance. It is suggested that the 
provisions of the Maritime Freight Rates Act 
together with the recommendations set out 
above represent another necessary cost of 
Canadian nationhood and must be regarded 
as such. It is for this reason that we suggest 
that the Act must be retained and that the 
suggested modifications must be enacted. 


2. The Question of Rail Passenger Service: 


A railroad company holds itself out to per- 
form a service of public convenience and ne- 
cessity. Fredericton is the only capital City not 
enjoying railway passenger service. Rephras- 
ing this statement, it may be said that the 
railroad company has an obligation to the 
public at large. Because the CNR and CPR 
are subsidized by a public fund. It must be 
admitted that the exact nature of this obliga- 
tion is not difficult to define. However, with 
reference to its passenger service, it may be 
interpreted as meaning that it is not neces- 
sary for a carrier to recover all costs in the 
operation of a particular service. If a rail- 
road, or any other common carrier, is to pro- 
vide an adequate passenger service to the 
public, then there are likely to be specific 
parts of that service in which a loss is 
incurred. This applies to most commercial 
enterprises. Therefore, factors other than 
actual loss must be considered as relevant in 
the discussion of the operations of any pas- 
senger service. 


The National Transportation Act is appar- 
ently aware of this duty of service. It 
instructs the Canadian Transportation Com- 
mission to consider factors other than actual 
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loss in determining whether a particular pas- 
senger service should be abandoned. Included 
in the list is the availability of an alternate 
mode of transportation which is not sufficient 
nor adequate. Presumably, such a considera- 
tion would also involve those relating to the 
quality aspects of the alternate modes 
available. 


A substantial number of businessmen, citi- 
zens, faculty and students on campus of 
U.N.B. in the Fredericton area are deeply 
concerned about the lack of passenger rail 
service which is non existant. The Mayor of 
Fredericton has repeatedly requested the two 
railroads concerned to provide service to this 
capital city. Needless to say, non considera- 
tion has been forthcoming. It’s just a dead 
end. Under present conditions, an individual 
wishing to travel by rail is forced to journey 
by bus or private automobile to either Fred- 
ericton Junction or McGivney Junction in 
order to make the rail connection. The num- 
ber of complaints would indicate the bus sub- 
stitute for a rail link leaves much to be 
desired. The attitude of both railroads is that 
the volume of traffic which would be generat- 
ed is not sufficient to warrant an upgrading of 
the existing service. With this we disagree, 
there are now 60,000 people within a radius 
of twelve miles. It seems clear that the Na- 
tional Tranpsortation Act should instruct the 
inclusion of other factors in its analysis. 


The City of Fredericton strongly supported 
by most communities along the suggested 
route, requested the Canadian National Rail- 
way to divert one of its passenger trains 
through Sussex, Saint John and Fredericton 
to connect at Edmundston on the Montreal 
run where approximately 200,000 population 
exists with no rail service, the upriver com- 
munities are more isolated. The Railroad 
rejected this on the grounds that the low 
capacity route would add greatly to the time 
involved in the Moncton to Montreal run and 
thus unnecessarily inconvenience other pas- 
sengers. With this we disagree, we claim equal 
treatment. With the large population, plus 
mail and express it could be more profitable 
than the route it presently travels. It is also 
requested the CPR institute a Montreal-Fred- 
ericton sleeping car service. This was rejected 
on the grounds that traffic volume is not suffi- 
cient to justify such a service. Air service 
does not provide sufficient capacity to accom- 
modate all requests for service—many people 
prefer to travel by rail. It is suggested that 
the present volume of traffic is not an indica- 
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tion of the demand for the service because 
the alternative connection does not offer a 
comparable service. If the service were 
upgraded, then it is suggested that the traffic 
volume would also rise. Figures indicate that 
the minimum required for such a service can 
be obtained particularly from September to 
June. 


We strongly urge that one of the two rail- 
roads involved immediately initiate a passen- 
ger train service to connect directly with its 
Montreal-Halifax run. This would involve the 
establishment of a railliner service from 
Fredericton to either Fredericton Junction or 
McGivney Junction or divert the McGivney 
train as suggested. We are willing to accept 
the fact that there would not be sufficient 
volume of traffic to justify the initiation of 
both connections. We further urge that the 
service be operated and strongly promoted 
similar to any other commercial enterprise. In 
other words if the service is to be main- 
tained, then the volume of traffic must and 
can be generated over some accepted averag- 
ing period. 


Summarizing, the Capital City has been 
discriminated against in the providing service 
to our City by both railroad companies. We 
urge consideration be given by your Commit- 
tee to put the fast growing city of Fredericton 
back on the modern transportation map. 
of 


3. The Question Less-than-Carload 


Freight: 


During 1967, the railroads combined their 
express service with their less-than-carload 
service under the heading non-carload service. 
The new non-carload rates include door-to- 
door service (pick-up and delivery). Under 
the new system, the old type of less-than-car- 
load service does not. As one would expect, 
the rates on the former are higher than on 
the latter. Furthermore the density rule 
adopted by the railroads on non-carload traffic 
establishes, in effect, a penalty rate on those 
shippers of light and bulky commodities. We 
suggest that the density rule of ten pounds 
per cubic foot is unfair to such shippers, and 
that a lighter density rule—of five pounds per 
cubic foot—is to be preferred. 

There is currently an application before the 
Canadian Transportation Commission to per- 
mit the railroads to abandon the old type of 
less-than-carload service. Under the National 
Transportation Act, Commission approval 
must be obtained before such abandonment 
can take place. 
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Certain industries in the Fredericton area, 
and throughout the region, prefer the old 
type of less-than-carload service under which 
they themselves are responsible for loading 
the goods. Companies, such as the Chestnut 
Canoe Company, manufacturing light prod- 
ucts with large volume would be unduly 
injured by the abandonment of this type of 
service coupled with the density rule noted 
above. We suggest that there is still a demand 
for the old type of service, and that this 
demand must be considered by the Canadian 
Transportation Commission in the abandon- 
ment proceedings. Because of the strong pos- 
sibility of injury to local producers if this 
type of service is abandoned, we strongly 
urge that the Commission be instructed to 
consider the demand for the old type of less- 
than-carload service, and that if this 
demand is sufficient to justify the continua- 
tion of such service that the abandonment be 
prohibited at this time, because of the possi- 


Transport and Communications 


March 7, 1968 


bility that the situation may change in the 
future, it is also recommended that the mat- 
ter be reviewed at periodic intervals. 


4. The Regional Task-Force on Transportation: 


As the Committee is no doubt aware, there 
has recently been a regional task-force estab- 
lished to examine the problems of transporta- 
tion in the Atlantic region of Canada. Pre- 


sumably, this task-force will examine many — 


of the problems mentioned above and will 
attempt to devise an overall transportation 
strategy. It is suggested that it might well be 
useful for the Committee to meet with 
representatives of the task-force when its 
report is forthcoming. 


WM. T. WALKER, Mayor. 


City Hall, 
Fredericton, N. B., 


February 12, 1968. 
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APPENDIX A-68 


Fredericton, N.B. 
February 13, 1968 


Members of the Commons Transport 
Committee, 


House of Commons, 
Ottawa, Ontario. 


Gentlemen: 


Re: Freight Rate Increases, 
Atlantic Provinces. 


May we respectfully record our protest 
against the extremely high freight rates 
applicable to the Atlantic Provinces, and sub- 
mit herewith for your consideration an anal- 
ysis of present freight increases as they per- 
tain to products purchased by us. 


We are wholesale distributors of construc- 
tion products, with warehouses located at 
Fredericton, Moncton, Halifax and St. John’s. 
The majority of our suppliers are located in 
Hamilton, Toronto, Brockville and Montreal. 


In the attached analysis, we have selected 
at random eight items from our product 
group, and have attempted to indicate two 
things: 


(1) That freight/express charges from 
Quebec and Ontario are an extremely 
high percentage of our actual cost at 
plant in Quebec and Ontario. You will 
note in Column 10 that this ranges up to 
71.7 per cent. 


(2) That the September 5th, 1967, 
increase in transportation charges repre- 
sents very substantial increases in our net 
landed costs. This is indicated in the last 
column, No. 13, and you will note this 
ranges from 5 per cent up to 49.2 per 
cent. 


In our analysis we have used 100-lb. rates 
based on shipments of one parcel only. In the 


first item, for example, chimney sections 
weigh 23 lbs. each and would take four units 
to bring the weight near the 100-lb. mark. 
With the new railway rates, the inclusion of 
three additional packages would increase the 
rate by $.20 per package, for a total of $.60. 
We have not shown this in our listed express 
rate which would, of course, reflect still 
greater portions of freight relative to cost of 
product. The last item, Rodofill, does however 
include added express charges based on its 
cubic content. 


Please note further that the rates shown 
are from Quebec and Ontario to Fredericton; 
whereas the 100-lb. express rate from Toronto 
to Halifax on Dehydratine Foundation Coat- 
ing is $4.60, or nearly 10 per cent more than 
the rate to Fredericton. The same rate to St. 
John’s is $5.35, or 27 per cent higher than the 
same rate to Fredericton. 


As these items are, of course, normally 
purchased in larger quantities, the 100-lb. 
rate used in our submission is at the high 
extremity of cost comparison. However, the 
trend and rate of recent increases at both 
1,000-lb. and 10,000-lb. levels can quickly be 
calculated from the figures shown, and will 
be found relatively consistent in their impact 
on our landed costs. Moreover, since selling 
prices must be predicated on the most con- 
servative cost possibilities, the actual price 
increase to the consumer as the result of new 
freight charges is really very similar to the 
percentages shown in our analysis. 


We trust that this submission will be of 
interest and assistance in your deliberations, 
and trust that you will not hesitate to contact 
us if additional information is required. 


Yours very truly, 


J. W. BIRD AND COMPANY LIMITED 


Jd2/W. Bird, 
President. 


March 7, 1968 
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APPENDIX A-69 


BRIEF SUBMITTED 
by the 
FREDERICTON JUNIOR CHAMBER OF COMMERCE 


Dear Sirs: 


I. The Junior Chamber of Commerce are an 
International Organization made up of Young 
Men of action with its basic aim to train 
Young Men for the Future through Leader- 
ship Training. 


II. We, of the local Jaycees have watched 
with interest the Constitutional Meetings in 
Ottawa and it was interesting to hear men 
like Mr. Bennett and Mr. Robarts of the have 
Provinces discussing views with the Premiers 
of the so called have not Provinces 
(Maritimes). 


III. Since the forming of Confederation we 
of the Maritimes have been called Lower 
Canadians, Poor Brothers, Weak Sisters, Wel- 
fare Provinces and so on. 


IV. We believe at times the elected people 
in Government have honestly tried _ to 
improve our standards of living. Two exam- 
ples are the Atlantic Development Board and 
the Atlantic Provinces Economic Council. 


V. I believe we could elaborate further 
with regards to Confederation, the Constitu- 
tion and the plight of the Maritimes in Gener- 
al, but Gentlemen the reason behind this let- 
ter is the Transportation problems of the 
Citizens of Fredericton and surrounding area. 
We as local Jaycees and Young Men of Action, 
wish to express our views on these problems 
and not to sound like Weak Sisters, Poor 
Brothers, etc., because we as Jaycees and 
Maritimers wish to be heard regarding our 
local Transportation problems and have you 
consider them in the manner in which they 
are presented. A Committee was formed and 
it has adopted the following recommendations 
for your committee to study, and possibly 
implement in the very near future. 


I Rail Passenger Service 


We of the Local Jaycee Unit have been 
working hand in hand with Mayor Wm. T. 


Walker and his Council over the past two 
years to bring Rail Service back to the City 
of Fredericton. 


Letters have been forwarded to the Minis- 
ter of Transport, Presidents of C.N. and C.P. 
Railways and also to local M.P.’s, but to no 
avail. 


Gentlemen, are you aware that the local 
taxpayers of Fredericton are subsidising these 
Railroads through Taxes to provide Passenger 
Services to other Cities and Towns in our 
Province, but we find that Fredericton is the 
only Capital City in the Dominion that does 
not have Passenger Train Service? 


We have been told that a Train Service into 
our Capital City is not economically feasible, 
but gentlemen please consider the potential 
passengers out of 60,000 people in a radius of 
twelve miles. 


This potential comes from two Universities, 
one Teachers College and the Army Base 
Gagetown, besides the thousands of local resi- 
dents who might possibly use this service if it 
were to be implemented. 


We as citizens of Fredericton ask you to 
seriously consider putting us on an equal Par 
with the other Capital Cities of the Dominion 
and ask you as our representatives to bring 
back to us a much needed Rail Passenger 
Service. 


Government has gambled in the past with 
our tax monies, and we ask you to once again 
gamble for the benefit of the people of Fred- 
ericton. We sincerely believe that in the 
future this Rail Service would not only be 
economically feasible but also profitable to 
the Railway. 


Il. Maritimes Freight Rates Act 


After reading this act we have come to the 
conclusion that because of this act, we in the 
local area are not being given the same 
opportunity to compete with Central Canadi- 
an Markets for our Products. 
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It is common fact that our products are 
equally competitive as to quality, as those of 
Central Canada, but because of the cost of 
transfer, it is impossible to compete in these 
markets. 


The original idea behind this act was to 
allow Local Producers to become competitive 
in Central Canadian Markets but the way the 
Act now reads, the Government seems to 
again be discriminating against Maritimers of 
Constitutional Rights to be competitive. 


The Railroads are a point in question, they 
are given a subsidy which is not available to 
other forms of Transportation, therefore we 
suggest in order to assist our local producers, 
we ask that these other forms of Transporta- 
tion be given the same opportunity as the 
Railroads and in turn the local producers will 
have an equal chance to be competitive. 


Again gentlemen, we state that we are pay- 
ing our share of the bills but not reaping the 
dividends from these payments. 
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The Railroad has now implemented the 
Less than Carload Freight Service. The Less 
than Carload Service has now become very 
expensive and this extra expense is being 
paid for by the producers, who in turn has to 
charge it back to the consumer. 


This again puts the local producer at a 
competitive disadvantage in the Markets he 
transfers his Products to. 


Gentlemen we as local Jaycees, as Citizens 
of Fredericton, and as Maritimers are making 
these suggestions with the sincere belief that 
you will implement the Passenger Train Ser- 
vice, amend the Freights Rate Act and aban- 
don the Less Than Carload Freight Service as 
it now stands. 

Yours sincerely, 


Bud. Cratt. 


Chairman Fredericton 
Transportation Committee. 


March 7, 1968 
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APPENDIX A-70 


BRIEF 
submitted by 
THE CHESTNUT CANOE COMPANY LIMITED 


Fredericton, N.B. 
March 2nd, 1968. 


May I first extend my appreciation for the 
opportunity of being able to appear before 
you and to put before you the problems that 
my company has experienced since Sept. 5, 
1967 and also the added problems to my com- 
pany if the L.C.L. Class Rates are cancelled. 


It should be noted and emphasized that 
according to the Dominion Bureau of Statis- 
tics report of the boating Industry in 1965, 
the latest report available to me at this time, 
there were 242 Boat Manufacturers in Cana- 
da, of which 70 manufacturers were located 
in the province of Ontario where 40.8 per 
cent of boat and canoe sales took place in 
1965. 27 manufacturers were located in the 
province of Quebec and 78 manufacturers in 
the province of British Columbia. These three 
provinces represent a total of 175 producers 
of watercraft. In these three provinces is sold 
82.5 per cent of all the boats and canoes sold 
in Canada. 


These provinces represent the bulk market 
in Canada of boats and canoes in use today, 
and are directly my company’s major market 
area representing 72.5 per cent of our total 
sales volume for the year ending August 31st, 
1967. 


I would like now to give you a breakdown 
in my company’s sales by Province for the 
year ending August 31st, 1967. 


% 

COTE AEG ek eee oh 0 eos <i His 
QUE DEC Oe reds ao \aeaet ches oes 11.8 
POC Es COULD ao ict Vetesene 9.4 
PrairiG ce rouminces. w sini ats 5.7 
Atlantic Provinces :......:. bow 
Export sales make up the 

PUTERNICE. Bion. « ssatin ne Se 


It can be readily determined that we must 
have quick and economical access to the bulk 
markets of Ontario, Quebec, and British Co- 


lumbia, also economical access to the Prairie 
Provinces so that we can develop these mar- 
kets further. 


The products that we manufacture are light 
and bulky, and under the existing L.C.L. class 
rates the boat and canoe industry over the 
years has been penalized by having to pay 
23 to 3 times the First Class rail rates per 
100 lbs. of packaged weight. This has been 
problem enough for us over the years, and 
has without question stagnated our develop- 
ment and growth. 


Since this is the day of Truth, I must tell 
you what I consider to be a factual story, but, 
one that is rather humorous since it truly 
reflects the disadvantages that we in the At- 
lantic Region have suffered due to being ata 
geographical disadvantage and therefore the 
Rail Carrier’s captive market. 


A few years ago on my annual trip to 
Western Canada, the province of Alberta to 
be exact, I could not understand our loss of 
business in the area. In calling on one of our 
major accounts in Edmonton, and asking the 
owner why the decline in business with us, 
the reply was, and I quote, ‘‘We can no long- 
er afford the freight cost from Fredericton. 
We are getting laid in here a 50 ft. rail car 
from Ontario for the price of a 40 ft. rail car 
from New Brunswick’. So, I immediately 
commenced to tell the story of the Bridge 
Territory rates and the equalization on rail 
shipments. 


On my return to Fredericton, I took the 
matter up with local representatives of the 
railroad, who I believe put the pressure on, 
and from the date the railroad afforded this 
advantage to my competitors until it was 
extended to my company one year to two 
years had elapsed, and the major volume of 
our business in Alberta was lost. 


There are still boat companies in Canada 
not being provided these privileges unless 
recent application has been — successful. 
However, after receiving the 50 ft. car privi- 
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lege I then notified my representative in the 
west that we could now compete on freight 
traffic. But, business conditions did not 
change or improve. My next trip to Western 
Canada calling on the same account and ask- 
ing the same old question, why am I not 
receiving a fair share of your business, I can 
give you approximately the same freight rates 
under the Bridge Territory rates as you are 
getting from Ontario. The answer was “You 
are still behind, the railroads are now provid- 
ing my Ontario suppliers with 2-40 ft. cars in 
liew-of a.:50 i Car’. 


This, Gentlemen, means 80ft. now instead 
of 50ft. of rail car space in length. Multiply 
this by the width and by the height and you 
will have the cubic capacity. My company 
now is in a worse position than before. 


So, again on my return to Fredericton I 
took the matter up with local representatives 
who again investigated the matter with their 
principals, but, all they received in reply was 
denials that such a thing had ever occurred. 


Pursuing this further it was well estab- 
lished in my mind that this was not railway 
convenience but practised far beyond and too 
frequent for this. In the meantime our market 
in the Prairie Provinces has declined and we, 
to this day, have not been able to re-establish 
hs 

I believe that close investigation by you 
would reveal the facts that I have just now 
mentioned, and that in some instances that 
these cars did not arrive at the same destina- 
tion, but rather one car was used in a drop 
shipment to a city like Calgary while the 
original destination was Edmonton. 


In the Atlantic Provinces the railways have 
enjoyed us as a captive market because of 
inadequate truck transportation and _ the 
unwillingness of truck transports to carry our 
commodity and the outright refusal by two 
trucking firms operating out of the Maritimes 
to even touch boats and canoes. 


With the recent diverting of traffic from 
rail to truck transport the following situations 
have developed: 


Transportation of supplies into the Mari- 
times have been extremely slow reaching us. 
Consequently curtailing production and giv- 
ing us additional handling of goods in produc- 
tion awaiting supplies for competition and 
generally increasing our total overall cost of 
production. An example of this is a shipment 
of supplies that we had leave Campbellford, 
Ont. approximately Dec. 29th and arrive in 
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Fredericton on Jan. 15th. Ladies and gentle- 
men, I suggest that a dog team could have 
been much faster. Another recent experience 
is on a shipment out of Montreal where ship- 
ments have taken anywhere from two weeks 
to 20 days en route, to travel a distance less 
than 600 miles. Also due to the volume 
demand on truck transportation at this time 
truck transporters are now increasing their 
rates. They can do this knowing that they are 
still more than competitive with rail trans- 
porters on the cube basis of calculation. 


You will recall that a breakdown of my 
company Sales for the year ending Aug. 31st, 
1967 shows a total of 81.8 per cent of total 
sales being shipped out of the Atlantic Region 
of this amount approximately 80 per cent are 
L.C.L. shipments. 


Any hope to turn these shipments into car- 
load lot shipments, would be remote because: 


(A) Few Marine dealers in Canada can 
handle or sell a carload of boats or 
canoes in a year. 


(B) Marine dealers in this country are 
in general financially weak and are una- 
ble to purchase and invest in a carload of 
our products because of lack of working 
capital. These dealers purchase in single 
units and on occasion two or three units 
at a time. A good many small dealers sell 
from a catalogue and purchase only on 
demand. The balance of shipments that is 
20 per cent going carload, are being 
shipped to a warehousing service, and 
from there to the local market. This 
warehousing service is maintained to take 
care of the on season demand, because of 
the slow carrier service from here to On- 
tario, sometimes taking as much as 8 to 6 
weeks when service should be only of a 


few days duration until delivery is 
effected. 
This is not economical, as there is a 


duplication of handling in and out of a ware- 
house plus staff expense, and reshipment cost 
as well as cost of rental of a warehouse. 


Manufacturers, located in the high volume 
market areas of Ontario and Quebec, and 
British Columbia are in general, not using 
rail transportation for their short hauls and 
near markets and therefore transportation 
increases will have little effect on them. 
These companies are operating their own 
trucks to service the volume markets. The 
trucks are operated on a breakeven basis, and 
the markets they service represent the bulk 
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of their manufacturing output and _ sales 
volume. The major part of the raw materials 
used are also on a short haul basis and in 
Ontario and Quebec, any deliveries are made 
by truck and often their own trucks are used 
on a return haul. 


These people only use the rail service for 
distances that are not economical for them to 
cover by truck. It is unacceptable in my 
view, that these people could be considered 
good rail customers. Yet, they have been 
extended privileges unavailable to my firm 
whom I consider a good customer since 95 
per cent of our output is carried by rail. 


It should also be noted, that the increase in 
the freight rates, are not going to effect the 
major volume of shipments made by my com- 
petitors, since they are shipping via truck and 
the bulk of their market is on their door step. 


The door step market of Ontario, Quebec 
and British Columbia, is also our volume 
market. Consequently, we must be able to 
compete on these markets, and yield a profit- 
able return. 


My competitors in the large market areas 
are in an entirely different position to us 
since the bulk of their business is serviceable 
by truck and represents their profit market. 
In return their distant markets such as New 
Brunswick, Prairie Provinces, etc., a small 
proportion of their business, and where they 
use rail service, they extend greater discounts 
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as an incentive to offset the rail Freight 
charges in order to procure the extra volume. 


If New Brunswick represented 75 per cent 
to 80 per cent of our market, we could prac- 


tise the same policy, in Quebec, Ontario and 
elsewhere. 


But, we all know, that with the lower 
income per capita, the lack of population in 
N.B. and all the Maritime region that we can 
only expect to survive by being competitive 
in the bulk market areas. 


Increases in the cost of transportation will 
have a double barrel effect on us. 98 per cent 
of all hardware used in the production of 
wooden boats and canoes, all material used in 
the production of Fibre Glass boats and 
canoes, originate out of Ontario, Quebec and 
the Western provinces. It is also necessary to 
import lumber materials not available here 
for boat and canoe production. The slightest 
increase on inward freight, increases our raw 
material cost and influences our selling prices. 
Compound this problem with increased out- 
going transportation cost of the finished prod- 
uct, and you have a non competitive posi- 
tion, and shortly one less manufacturing firm 
in the Atlantic Region. 


May I now cite a few examples of 
increases in Freight and the impact on our 
products if the Less than Carload Freight rate 
is cancelled and we are forced to use the cube 
rate system. This only refers to increases in 
cost on outward shipments. 


(A)—A 16 ft. Pleasure canoe weighing 90 lbs going to Montreal: 


(Gib eet te taper aees IA chee anes Saye 2 ba ee 
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(B)—The same canoe to Toronto: 
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$24.38 Cubic content 96 Cubic ft. 
4.62 


$19.76 or approximately 528% 


$23.60 or approximately 462% 


Another example is a 22 ft. Freight canoe going to Montreal: 
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$88 . 56 


Another example is a 14’4” Long Outboard Power Boat going to Montreal: 
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$64. 21 


Another example is a 13’ Long Outboard Power Boat going to Montreal: 
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$40.50 
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These are only a few examples, but all 
marine products will vary. The above exam- 
ples are not selected, but others vary with 
substantial increases from 200 per cent to 557 
per cent. 


My company prides itself, in producing 
quality products. We have fought to maintain 
our Upper Canadian markets despite poor 
transportation service, and costly transporta- 
tion service. We have adjusted prices and 
lessened our profit in order to compete on 
this market, but we are unable to do anything 
more. If the proposed cube rates go into effect 
it can spell only Death to my company in 
New Brunswick. 


It would not be fair to criticise the rail 
transportation without giving them their just 
due. It should here be mentioned the courtesy 
and willing service provided by the local staff 
of both rail carriers is greatly appreciated by 
my firm. But, these people must follow policy 
and provide the best service they can with 
the equipment made available to them. When 
we ship a carload of boats and canoes it trav- 
els under Class 85 based on a 50 ft. car ata 
minimum weight of 10,000 lbs. The unfortu- 
nate situation develops, that there is a lack 
of 50 ft. cars and we often have to settle fora 
40 ft. car and pay the same rate as paid for a 
50 ft. carload of boats only weighing about 
7,000 lbs. and we pay on 10,000 lbs. So this 
increases our cost per unit as we loose 10 ft. 
of car space in length and less units are 
shipped. 


I have suggested to you that truck trans- 
ports are not interested in carrying boats. 
We have had two outright refusals from 
truck transports working out of Fredericton. 
One from Day and Ross Transport, the other 
from Smith Transport. Other transports will 
carry our boats and canoes, but only at their 
convenience, unfortunately we can not oper- 
ate our business without a more definite poli- 
cy of delivery, also they will carry our boats 
at premium rates. Any consideration given to 
truck transport should be based on an overall 
policy, of taking the bitter with the sweet, 
and a controlled rate should be set, other- 
wise, outright refusal will not be necessary 
but truckers will be able to convenienily 
make truck transporting of boats and canoes 
prohibitive cost wise. 


It now seems apparent that rail carriers are 
desirous of yielding a profit, that most gov- 
ernment bodies connected with transportation 
hold this view. Yet, we as Canadians are sub- 
sidizing other modes of transportation, not in 
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the least the St. Lawrence Seaway, some of 
the cargo carried on the St. Lawrence Sea- 
way is brought from outside Canada and is 
competing with our own Canadian manufac- 
turers even though we are subsidizing its 
movement from ocean to the interior, but, 
this is carried out in the national interest and 
ice breaking during the winter, after hun- 
dreds of years without it, is claimed to be 
done to avoid floods. 


An overall transportation policy for the At- 
lantic Region must contain: 


(A) Retention of the present “L.C.L.” 
policy with a relative change in pricing 
in a downward trend by way of better 
competitive position to allow greater 
industrial growth in this region leading to 
a greater volume of traffic out of the At- 
lantic provinces. 


(B) Retention of the present carload 
rate structure. 


(C) Any adoption of a negotiated rate 
to be extended to the industry as a whole 
and not to one or individual customers 
leaving the remainder of the industry 
uncompetitive, such as happened to my 
company in Western Canada. 


(D) That rail carriers should be nation- 
alized and become a non Profit organiza- 
tion and an organization to work for the 
good of all Canadians. 


(E) That should rail carriers be unable 
to supply the maximum equipment in 
accordance with the class rates e.g. 50 ft. 


ears. They should not supply a larger | 


area car at the same price but a smaller 
car or larger car at a lesser or additional 
price rated on the loss or gain per usa- 
ble cubic feet in the car. 


(F) Should any special deals be made 
by a carrier, with a customer adversely 
affecting other companies in that particu- 
lar industry, the companies so affected 
should have resourse on the carrier. 


(G) That all activity of rail and truck 
transportation be closely supervised by a 
national supervisory committee, who, 
would function to control all forms of 
rate structure, who, would have authority 
to issue carrier licences, who, would hear 
grievances from shippers and carriers 
and settle reimbursements where feasible. 


(H) Expanded licensing program for 
road transportation to and from the At- 
lantic region. 
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Gentlemen, my company’s position in New The formula to do this is in your hands, 
Brunswick is not assured, we can not look your actions and recommendations will most 
forward with joy, while we face the threat of likely be the influencing factor, in our 
extinction by increased transportation cost. : 


‘ survival. 

To survive and carry on here, we must have ; 

realistic freight tariffs, we must be competi- Submitted by: 

tive, we must be able to continue to not only CHESTNUT CANOE COMPANY 
hold our present position, but to expand our LIMITED, 

markets in the bulk market areas of Canada. FREDERICTON, NEW BRUNSWICK 
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APPENDIX A-71 


SUBMISSION TO THE STANDING COMMITTEE ON 
TRANSPORT AND COMMUNICATIONS 


by the 
CITY OF MONCTON 


February 1968 
INTRODUCTION 


The City of Moncton welcomes this oppor- 
tunity of submitting to the Parliamentary 
Committee on Transportation, an outline of 
the major impact of current Transportation 
policies on the present economy and future 
growth prospects of the City of Moncton and 
related area. 


No submission of this importance would be 
complete without an analysis of the general 
Transportation problems of the Region, since 
Moncton is directly affected by any measura- 
ble change in the Regional economy. For 
example, the result of changes in the econo- 
my of the Sydney area is directly reflected in 
Moncton’s Economy. The same is true in all 
that portion of the Atlantic Region which 
Moncton serves as a Transportation Center, 
and a Distribution Center. 


The main purpose of the brief, however, is 
to place emphasis on the strategic importance 
of Moncton as the natural Distribution Center 
of the Atlantic Provinces, and the great 
urgency of finding solutions to existing trans- 
portation costs within the framework of an 
economic development policy for the Region. 


Indeed, the whole future of the City of 
Moncton is dependent upon the implementa- 
tion of not only equitable transportation poli- 
cies for the Region, but overall development 
programs to encourage regional economic 
expansion. 


THE DEPENDENCE OF THE CITY OF 
MONCTON ON THE REGIONAL 
TRANSPORTATION INDUSTRY 


1. THE CITY OF MONCTON, located in 
Southeastern New Brunswick, is the center of 
a circle of 200 miles radius which covers the 
three Provinces of New Brunswick, Nova 
Scotia and Prince Edward Island and a por- 


tion of the Province of Quebec, and includes 
the transportation terminal for rail shipments 
to and from Newfoundland and Cape Breton. 


2. This strategic position has been built 


, 


' 


upon 107 years of transportation and distribu- 


tion development, beginning with the con- 
struction of the European and North Ameri- 
can Railway from Saint John to Shediac in 
1860. This line was absorbed into the Inter- 
colonial Railway when lines were completed 
between Halifax and Montreal. 


Moncton | 


became the headquarters for the ICR motive | 


power shops in 1871, and this firmly estab- 
lished the City as the railway and transporta- 
tion center of the Atlantic Provinces of 
Canada. 


3. In the years following the Second World 


War, Moncton has attracted significant invest- 


ment from National Firms in warehousing 
and distribution facilities to serve as central 
distribution for the Atlantic Provinces’ mar- 
ket of 2 million people. 


4. In 1967, there were 172 National and 
local manufacturing and distributing com-— 


panies, and 793 retail establishments located 


in the City of Moncton. These firms, depend-- 


ent upon the local and national markets, con- 
tribute 37.8 percent of the annual taxation 
revenue to the City of Moncton (See Appen- 
dix -1): 


5. The City of Moncton is the transportation 
and commercial center of Southeastern New 


Brunswick which includes for statistical pur- 
poses, the Counties of Westmoreland, Albert | 
and Kent. Employees of firms located in 


Moncton live in this area, and the retail sales 


of Moncton business establishments depend to 
a great extent on this area. Based on 1965 
Statistics (the most recent available) the total 


income from transportation, wages and sala- 
ries in this area represented 22.3 per cent of 
total wages and salaries earned in the area. 
This represents 5,308 jobs. See Appendix II, 
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6. To further illustrate the importance of 
Moncton as a transportation center it is noted 
that during 1965 Moncton Airport handled 6.6 
million pounds of freight compared to a total 
of 5.7 million pounds for all other Airports 
located in the Atlantic Provinces. Mail han- 
dled through Moncton amounted to 1.2 million 
pounds, some 300,000 lbs more than Halifax 
and more than the combined weight handled 
to Halifax, Saint John and Fredericton. Rail 
freight carload tonnage originating and ter- 
minating in Moncton for the period 1963 to 
1967 is shown below: 


MONCTON FREIGHT CARLOAD TONNAGE 


Originated Terminated 


AIGOE es et 73,000 370,000 
A AS ae ek Be a 67,000 380,000 
iOS Labs i gl open ae 61,000 412,000 
SOG re erste he 5 62,000 404,000 
TAGE T WES. SUNG 48,000 361,000 


*'To October. 
Source: Canada National Railways. 


7. To further illustrate the importance of 
_ transportation in Moncton some comparison 
with tonnage moving through Saint John and 
_ Halifax Ports are given: 


Saint Halifax 
John Port Port 

: Total General General 
— Tonnage Moncton Cargo Cargo 


1963 443,000 1,081,200 768,700 
1964 447,000 1,170,400 818,500 


source: DBS Shipping Statistics. 


8. Moncton is the location of one of the 
‘largest Mail Order firms in Eastern Canada 
‘(the largest non-carload shipper in New 
' Brunswick) employing 1,380 people. See fur- 
_ ther information in Paragraph 98, Page 39. 


| 
| 
9. The average earnings in transportation 
‘employment in the Moncton area are higher 
‘than average total earnings, thus any reduc- 
tion in transportation employment has a 
greater proportionate effect on the total earn- 
‘Ings and retail sales of the area. Further, 
Since the highest percentage of transportation 
| €arnings originate from railway employment, 
any substantial reduction in railway employ- 


| . 
/ ment and earnings resulting from reduction 


in usage of rail transportation services would 
| immediately have a direct effect on the 
economy of the City of Moncton. 
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10. While the majority of industries located 
in Moncton have chosen this location in the 
“Atlantic Provinces Distribution Center” cri- 
teria, any increases in their transportation 
costs (in the case of manufacturers both on 
imports of raw materials, and outputs of 
finished goods) will have a direct effect upon 
their maintenance of present volume and/or 
potential expansion from this location. In a 
case where shipments are being made to 
areas in the Atlantic Provinces where alter- 
nate modes of transportation are not available 
at competitive rates increased non-carload 
rail rates constitute an increased cost directly 
affecting their locational position. 


11. Because of the increased and inherent 
freight cost factors, the constant drive for 
new industries under the Moncton Industrial 
Development Commission is now, and will be 
in the future, at a disadvantage in presenting 
Moncton as a Distribution Center to serve the 
Atlantic Provinces Market. 


12. In the case of Moncton retailers who 
purchase their requirements in large propor- 
tion from Central Canada the new non-car- 
load rates represent substantial cost increases 
(see Table I). Their only recourse, under the 
new effective rates and regulations, is to pass 
this increased cost along to the consumers, 
resulting in further direct cost of living 
increases which the salary and wage earners 
of the area can hardly afford, being below the 
Canadian average already. 


13. Thus it is proven that the City of Monc- 
ton is dependent upon the Transportation 
industry for 22.3 per cent of total wages and 
salaries earned in the area, support for its 
retail sales, maintenance of its present manu- 
facturing and distribution industries and in 
support of City services through taxation to 
the extent of nearly 38 per cent of the total 
assessment value. 


HISTORICAL REVIEW OF MARITIME 
TRANSPORTATION 


1. To July Ist 1927 and passing of Maritime 
Freight Rates Act. 

14. Many volumes have been written con- 
cerning the history of transportation policies 
in the Maritimes, but in order to grasp the 
significance of the situation today a review of 
the history of Maritime Transportation is 
essential. 

15. During the early part of the 19th Cen- 
tury, some 25 years before Confederation, the 
three Provinces, New Brunswick, Nova Scotia 
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and Prince Edward Island enjoyed a period 
of good economic prosperity. This was 
referred to as the “golden age” of the Mari- 
times. The economy was based on the exploi- 
tation of resources and the the development 
of shipbuilding industries which placed these 
three Provinces in a strategic position in 
marketing. 


16. At the mid-point of the century, up to 
the date of Confederation in 1867, the econo- 
my of the Maritime Provinces shifted drasti- 
cally. The British Commercial policy had sup- 
ported the monopoly of Maritime trade in the 
West Indies and in the 1850’s Britain adopted 
free trade and this resulted in a rapid decline 
in the demand for Maritime timber. In 1866 
the abrogation by the United States of the 
Reciprocity Treaty completely cut off the 
Region’s markets in the New England States. 
And, finally, the application of steam tech- 
nology retarded the development of the ship- 
building industry in the Maritimes. 


17. Thus, in this period of 25 years, the 
Maritime economy suffered a very severe set- 
back. Not only were the past markets of the 
area lost but the major industries of the area 
were setback beyond a point of recovery. 


18. Therefore, when Confederation was 
conceived as a possible solution to the eco- 
nomic and political problems facing the Mari- 
times and the upper colonies of Canada, the 
construction of an intercolonial railway was 
envisaged as a solution to the problem of 
obtaining markets in Central Canada for 
industries located in the Maritime Provinces. 
In other words the Confederation of the Mari- 
time Provinces with other Provinces in Cana- 
da appeared to hold out a firm promise for 
new markets. The development of the railway 
appeared to provide the means of reaching 
these markets. 


19. The final decision to build the Inter- 
colonial Railway then became a firm condi- 
tion of Confederation. Without the construc- 
tion of the railway Confederation would not 
have been possible. The basis on which the 
Maritime Provinces measured Confederation 
was firmly established on the condition that 
new markets would be available and the rail- 
way would provide the means of reaching 
these markets. 


20. Thus, the construction of an Intercoloni- 
al Railway became an important part of the 
terms of Confederation and was drafted into 
the British North America Act of 1867. Refer- 
ence is directed to Section 145. 
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“Inasmuch as the Province of Canada, 
Nova Scotia, and New Brunswick have 
joined in a Capital Deed declaration that 
the construction of the International Rail- 
way is essential to the consolidation of 
the unity of British North America and to 
the assent thereto of Nova Scotia and 
New Brunswick, and have consequently 
agreed that provision should be made for 
its immediate construction by the Gov- 
ernment of Canada; therefore, in order to 
give effect to this agreement, it shall be 
the duty of the Government and Par- 
liament of Canada to provide for the 
commencement within six months after 
the Union, of a railway connecting the 
river St. Lawrence with the City of Hali- 
fax in Nova Scotia, and for the construc- 
tion thereof without intermission, and the 
completion thereof with all practical 
speed.”’ 


21. The Dominion of Canada _ further 
assumed the responsibility of the railway 
debt and undertook to guarantee a year- 


round ferry service for Prince Edward Island | 


under the terms of Confederation in 1873. 


When Newfoundland joined Confederation in | 


1949 the Government of Canada agreed to 
take over the Newfoundland railway and to 
provide for the operation of passenger and 
freight services including ferry services from 
North Sydney to Port aux Basques, 
Newfoundland. 


22. While the major 
Maritimes to join Confederation was the con- 


struction of the railway, it is evident that 


defence interests were also predominant in 


the decision when the route of the railway — 


was selected. 


23. Once the 
completed in 1876 the major efforts of nation 
building were undertaken and the so-called 
National Policy was established in 1879. The 
National Policy was a series of plans on the 
part of the Federal Government designed to 
develop a transcontinental economy. Under 


inducement to the > 


intercolonial railway was 


this National Policy the Maritime Provinces — 


continually lost ground. 


24. The development of the Western Prov-- 


inces, the influx of large numbers of New 


Canadians, and the huge capital investment 


in Central Canada in major industrial devel- 
opment, all brought about a great rate of 
increase in the Canadian economy. These 
rapid changes over a comparatively short 
period of time had an important stimulating 
effect on transportation and a large expansion 
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in railway mileage during the closing years of 
the i9th century. By this time there were 
three major railway developments in Canada 
and the cost of operating such services was 
far beyond the means of the country to sup- 
port them. 


25. Following the report of the Railway En- 
quiry Commission which was appointed in 
1916, several of the less economic lines were 
taken over by the Government and certain 
other lines were amalgamated, including the 
Intercolonial Railway. These were all incor- 
porated into the Canadian Government Rail- 
ways which was the forerunner of the present 
Canadian National Railways system. 


26. During this period extensive changes 
took place in the rate structure. Until 1912 
lower rail rates were generally in effect on 
these consolidated railway lines. 


27. It was not until 1912 that the upward 
revision in rates on the _ Intercolonial 
appeared in comparison to the rates in effect 
in the Quebec/Ontario area. The upward 

trend became more noticeable as a result of 
the general rate increases authorized by the 
Board of Railway Commissioners between 
1916 and 1922 when rates on the Canadian 
Government Railways including Intercolonial, 
as set up in 1912, were either overlooked or 
‘ignored for general consideration. This was 
the first evidence that rate policies were 
directly contrary to the policy which had 
been in force before the year 1912. 


28. During these years up to 1923 there 
| were general adjustments in the freight rates 
on the Intercolonial Railway. In 1923 the In- 
tercolonial became a part of the Canadian 
National Railway system, and thus fell under 
' the jurisdiction of the Board of Railway Com- 
| missioners. At that time the rates on the In- 
tercolonial had reached a level equivalent to 
_those in the Ontario/Quebec area and the 
lower basis for the benefit of the Maritimes 
_had completely disappeared. 


29. The effects of these changes, coupled 
with the depressed conditions in the Mari- 
times, served to bring about a movement urg- 
ing Parliament to restore “Maritime Rights.” 
There was general dissatisfaction with the 
| effects of the National Policy on the Region, 
particularly with the failure to encourage 
| development of the ports of Halifax and Saint 


John and the abandonment of the region’s 
favourable freight rates. In 1926, as a result 
_ of these pressures, a Royal Commission was 

set up to undertake a complete investigation 
of the matters relating to “Maritime Rights.” 
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This was known as the Royal Commission on 
Maritime Claims and the Commission report- 
ed the following year. 


30. In any review of the transportation 
situation of the Atlantic Provinces two events 
stand out as having particular significance 
and relevance in relation to the situation at 
the present time. The first was the construc- 
tion of the Intercolonial Railway. The second 
were the findings of the Duncan Commission, 
as it has become widely known, regarding the 
purpose of the Railway and the rate policy 
adopted on the line in furtherance of that 
purpose, upon which the Commission based 
its recommendations. Accordingly, in view of 
the importance of these recommendations, 
they are reproduced in the following pages 
almost in full. (The marginal figures refer to 
the numbered sections in the Report.) 


31. Regarding the alleged reversal of trans- 
portation policy with respect to the construc- 
tion and operation of the Intercolonial Rail- 
way the Commission observed: 


“8. ... We think, however, that a balanced 
study of the events and pronouncements 
prior to Confederation, and at its consum- 
mation, confirms the representations sub- 
mitted to us on behalf of the Maritime 
Governments in regard to the ultimate con- 
struction of the railway, viz: 


(a) That leading Canadian Statesmen in 
urging the adherence of the Maritime 
Provinces to Confederation defined the 
purposes of the railroad to be 

Gi) A means of affording to Canadian 

merchandise, and to Canada herself in 

times of national and imperial need, an 
outlet and inlet on the Atlantic 
ocean—available all the year round— 


and 

Gi) To afford to Maritime merchants, 
traders and manufacturers, a market of 
several millions of people instead of 
their being restricted to the small and 
scattered populations of the Maritimes 
themselves, particularly in the light of 
the disturbance with which their trade 
was threatened as the result of the dis- 
continuance by the United States of the 
reciprocal arrangements that had 
prevailed. 


(b) That strategic considerations deter- 
mined the actual course of the line—mak- 
ing it many miles (estimated by Sir San- 
ford Flemming at 250 miles) longer than 


738 


9. 


Transport and Communications 


was necessary—if the only consideration 
had been “to connect the cities of the 
Maritime Provinces with those of the St. 
Lawrence.” 


(c) That to the extent that commercial 
considerations were subordinate’ to 
national, imperial and strategic consider- 
ations, the cost would be borne by the 
Dominion and not by the traffic that 
might pass over the line.” 


Rate Structure of Intercolonial Railway 


“The Intercolonial Railway was com- 
pleted in 1876, and it would appear from 
the evidence we have received that from 
then until 1912 the interests of the Mari- 
time Provinces were fairly well safe- 
guarded, the freight rate structure being 
such as to take into account the require- 
ments of their traffic. The lower level of 
rates that prevailed on the Intercolonial 
Railway system prior to 1912 is, in our 
view, rightly to be interpreted as the 
fulfillment by successive governments of 
the policy and pledges that surrounded 
the railway from its inception, whatever 
impressions may have been created by 
the form of its administration. 


“Since 1912, changes have taken place 
in the framework of the rate structure, 
and increases have been added to the 
freight rates. The combined effect of 
these had been to impose upon the mer- 
chandise and industry of the Maritimes, a 
burden which, it is alleged, is quite out 
of proportion to the increase which has 
been added since 1912 to the freight 
structure in other parts of Canada, 
although it may, in many cases, only 
have raised Intercolonial Railway rates to 
the same level of scale as rates in other 
places. 


“The net result of these changes is 
broadly shown by the figures given in 
evidence by the Railway administration 
who, at our request, furnished us with 
statistics to show the position now as 
compared with 1912 for the Intercolonial 
Railway and for the rest of Canada. 
These figures reveal that Intercolonial 
rates have suffered an estimated cumula- 
tive increase of 92 per cent (i.e. their 100 
has become 192). The estimated average 
increase of rates for the rest of Canada is 


95 per cent (i.e. their 100 has become 
Gis) oa 
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10. Effect of Changes in Rate Structure in 


Maritimes 


“The Maritimes case on railway rates 
was put to us in very considerable detail. 


The Railway Commission is at the present — 
time dealing with these same details, and © 


we have not formed any opinion on these 
matters so far as a judgment on their 
merits would involve consideration of 
railway administration and policy. On the 


broader question, however, of the inci- © 


dence of the existing rates as a whole — 
upon industry and employment in the - 


Maritimes, we have come very definitely 
to the conclusion that the rate struc- 
ture as it has been altered since 1912 has 
placed upon the trade and commerce of 
the Maritime Provinces, (a) a burden 
which, as we have read the pronounce- 
ments and obligations undertaken at 
Confederation, it was never intended it 
should bear, and (b) a burden which is, 
in fact, responsible in very considerable 
measure for depressing abnormally in the 
Maritimes today business and enterprise 
which had originated and developed be- 
fore 1912 on the basis and faith of the 
rate structure as it then stood.” 


11. Recommendation on Freight Rates 


“We conceive this to be a position with 
which—quite apart from details of partic- 
ular rates—it is our function to deal, and 
a position which must be dealt with 
drastically and promptly. We take this 
view the more readily since the President 
of the Canadian National Railways sys- 
tem did not dissent from Sir Sanford 
Flemming’s railway estimate that, for 
strategic reasons, the Intercolonial had 
followed a course approximately 250 
miles greater than would have been fol- 
lowed had it been built merely for com- 
mercial purposes. He further explained 
that, owing to grades and curvatures, the 
operating and maintenance expenses of 
this branch of the railway were much 
greater than the average of the rest of 
the system, and, still further, that winter 
conditions in the Maritime Provinces 
necessitated special expenditure arising 
from snow and ice conditions—and con- 
sequent delays in traffic transit—much in 
excess of what were experienced in other 
parts of the system. It is true that the 
operation of the Atlantic Division has 
shown an operating deficit in recent years 
in spite of the higher rate structure (in- 


a 
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cluding general war increases) that has 
been imposed on it since 1912. But there 
are many considerations to be taken into 
account in considering that deficit. For 
our present purpose, it is more material 
to notice that the President of the Cana- 
dian National Railways admitted in 
evidence, that in administering the At- 
lantic Division (the greater portion of 
which is the old Intercolonial system), no 
account is being taken in the rate struc- 
ture of today of the special considerations 
which attach to it as revealed in the 
pledges and pronouncements. already 
referred to. We feel that the increase 
arising from the changes that have taken 
place in freight rates since 1912—over 
and above the general increase that has 
taken place in other parts of the National 
system—is as fair a measure as can be 
made of the special considerations, and 
accordingly should be transferred from 
the Maritimes to the Dominion so that 
the original intention may be observed. 


“We recommend, therefore, that an 
immediate reduction of 20 per cent (so 
that 192 will become approximately 155) 
be made on all rates charged on traffic 
which both originates and terminates at 
stations in the Atlantic Division of the 
Canadian National Railways (including 
export and import traffic, by sea, from 
and to that division), and that the same 
reduction be also applied to the Atlantic 
Division proportion of the through rates 
on all traffic which originates at stations 
in the Atlantic Division (excluding im- 
port traffic by sea), and is destined to 
points outside the Atlantic Division. 


“For this purpose, we cannot regard 
the Atlantic Division as ending at Riviere 
du Loup and Monk, which are its present 
western limits. The divisional points 
should, in our view, be Diamond Junc- 
tion and Levis, Diamond Junction being 
the point at which the Trans-continental 
Railway meets the old Intercolonial Rail- 
way, and Levis the point to which, in 
1879, the Intercolonial Railway was 
extended. 


“It might be contended that a flat rate 
reduction of the amount we name, and in 
the manner we name, is open to the 
objection that it does not restore the 
pre-1912 relatively of rates within the 
Provinces themselves, and that it is not 
an accurate assessment of the charges 
that arise from the considerations in 
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mind. We do not believe—and the 
Canadian National Railways have 
informed us that they do not believe— 
that any more accurate investigation, 
which would, in any event, take an 
indefinite time to conduct. The situation 
is one that can only be dealt with in a 
broad spirit, and one that for the eco- 
nomic welfare of the Maritimes must be 
met without delay. The course we suggest 
has the effect of giving immediate relief 
in a manner that is equitable as well as 
broad. The cost of this relief should be 
definitely borne by the Dominion Govern- 
ment, who will make the necessary reim- 
bursement to the Canadian National Rail- 
ways through the medium of the Canadi- 
an National Railway Budget, without 
impairing the financial results of the 
operation of the system. We are not over- 
looking that the other great railway sys- 
tem operating in the area would be enti- 
tled to equitable consideration if they 
find themselves prejudiced as a result of 
the reduction proposed”’. 


“We think that this broad measuring, 
once and for all, of these considerations 
has such decided advantages that it 
should not be qualified or delayed by 
minor criticism. It separates completely 
considerations of national public policy 
from considerations of railway policy 
proper. It restores the original purpose of 
the Intercolonial Railway as interpreted 
by the freight structure prior to 1912, 
without withdrawing it from the con- 
solidated system of National railways, a 
step which we think would be retrograde, 
and, in the end, very unsatisfactory. The 
cost of the reduction is a matter that can 
be measured definitely and conclusively 
for each financial period without any 
complication or confusion to the financial 
operations of the consolidated system—a 
feature that, in our view, is almost as 
important as the avoidance of complica- 
tion in the practical operations of the 
system.” 


32. Following the Commission’s Report in 
1926 Parliament enacted the Maritime Freight 
Rates Act, implementing almost in full the 
Commission’s recommendations respecting 
freight rates. Assented to on April 14, 1927, 
the Act became effective on July 1, 1927. 


33. The preamble of the Act summarizes 
the main findings of the Duncan Commission 
and, because it was not incorporated in the 
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Revised Statutes, is reproduced here in full so 
as to avoid any possible misunderstanding of 
the purpose and intent of the Act. 


“WHEREAS the Royal Commission on 
Maritime Claims by its report, dated Sep- 
tember 23rd, 1926, has, in effect, advised 
that a balanced study of events and pro- 
nouncements prior to Confederation, and 
at its consummation, and of the lower 
level of rates which prevailed on the In- 
tercolonial system prior to 1912, has in its 
opinion, confirmed the representations 
submitted to the Commission on behalf of 
the Maritime Provinces, namely, that the 
Intercolonial Railway was_ designed, 
among other things, to give to Canada in 
times of national and imperial need, an 
outlet and inlet on the Atlantic Ocean, 
and to afford to Maritime merchants, 
traders and manufacturers the larger 
market of the whole Canadian people 
instead of the restricted market of the 
Maritimes themselves, also that strategic 
considerations determined a longer route 
than was actually necessary, and there- 
fore that to the extent that commercial 
considerations were subordinated to 
national, imperial and strategic condi- 
tions, the cost of the railway should be 
borne by the Dominion, and not by the 
traffic which might pass over the line; 
and whereas the Commission has, in such 
report, made certain recommendations 
respecting transportation and _ freight 
rates, for the purpose of removing a bur- 
den imposed upon the trade and com- 
merce of Provinces since 1912, which, the 
Commission finds, in view of the pro- 
nouncements and obligations undertaken 
at Confederation, it was never intended 
such commerce should bear; and whereas 
it is expedient that effect should be given 
to such recommendations, in so far as it 
is reasonably possible so to do without 
disturbing unduly the general rate struc- 
ture in Canada: Therefore His Majesty, 
by and with the advice and consent of 
the Senate and House of Commons of 
Canada enacts as follows:”’ 


34. Certain important features and provi- 
sions of the Maritime Freight Rates Act are 
as follows: 


(1) The rates on the lines of the Canadian 
National Railways east of Levis and Diamond 
Junction, Quebec (the western terminus of 
the Intercolonial Railway) designated as 
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“Eastern Lines” were to be reduced by 
approximately 20 per cent, effective July 1, 
1927. 


(2) A reduction of approximately 20 per 
cent was to be made in the “Eastern Lines” 
proportion of the through rates on traffic 
moving outward, all rail from “select territo- 
ry” to points outside “select territory”. (‘‘Se- 
lect territory” may be defined for purposes of 
the Maritime Freight Rates Act today as that 
territory covered by the lines of railway loca- 
tion in Canada East of Levis, Diamond Junc- 
tion and Boundary, P.Q. and South of the St. 
Lawrence River.) 


(3) A reduction of approximately 20 per 
cent was to be made from points in “select 
territory” to ocean ports in that territory. 


(4) The reductions were not to apply on the 
following traffic movements: 


(a) traffic to or from the United States. 


(b) eastbound traffic originating west of 
Levis and Diamond Junction. 


(c) import traffic into Canada. 
(d) passenger or express movements. 


35. At this point it is useful to outline, in 
brief form, the objectives of the Maritime 
Freight Rates Act. Under this Act, the freight 
tariffs on ‘‘preferred movements” on CNR 
lines in “select territory” were reduced by 20 
percent. “Select territory comprises the Prov- 
inces of Nova Scotia, Prince Edward Island 
and New Brunswick and a part of Quebec 
east of Diamond Junction and Levis and 
south of the St. Lawrence River.” Preferred 
movements were defined as (1) all rail move- 
ments wholly within select territory, (2) rail 
or rail and water movements originating in 
select territory destined to other points in 
Canada, that part of the rail journey within 
select territory being the ‘“‘preferred move- 
ment’, (3) export movements originating in 
select territory and destined overseas and 
which passed to an ocean port within the 
select territory—the rail journey within the 
select territory being deemed “preferred 
movements”, traffic moving over the car fer- 
ries was to be treated as all rail traffic. In 
order to clarify the intention of the Act cer- 
tain movements were named as not being 
“preferred movements’. These included East 
bound movements from the rest of Canada to 
select territory, all rail movements in both 
directions between select territory and United 
States, import traffic, and passenger and 
express movements. 
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36. Under Section 8 of the Act other rail 
operating lines within the territory were 
allowed to reduce their tariffs by a similar 
proportion. The Board of Transport Commis- 
sioners was to exercise approval over tolls 
filed under the Act and to certify the normal 
tolls which would have been charged in the 
absence of the Act. The Board would certify 
the loss in revenue resulting from charging 
reduced tolls and this amount would be reim- 
bursed by Canada Department of Transport. 


37. Thus, it is clear that the Act introduced 
a twenty per cent subsidy payable to the 
Railways on most freight movements within 
select territory and from select territory to 
other parts of Canada. 


38. The Duncan Commission, in its argu- 
ment leading to its recommendation of freight 
rates concentrated its attention on the events 
associated with the Intercolonial railway. 
After hearing the evidence on the erosion of 
the low rates structure on the Intercolonial 
Railway and the Confederation pledge that 
traffic on the line should not bear the full cost 
of the line, the Commission made a recom- 
mendation relating to all Railway Lines in the 
Maritimes and not solely to the Intercolonial 
line to which the pledges and rate history had 
referred. . 


39. Clearly the Commission believed that 
the objective of the low rate structure 
enjoyed on the Intercolonial which was aimed 
at affording to Maritime Merchants and 
manufacturers larger markets elsewhere 
should logically be extended to all railways in 
the Maritimes. The main purpose of the Com- 
mission’s recommendation of a twenty percent 
réduction in Maritime freight rates was 
therefore to institute throughout the area the 
lower rate structure which the Intercolonial 
had enjoyed previous to 1912 and by doing so 
implied the belief that all the Maritimes were 
entitled to a low rate structure in fulfilment 
of pledges regarding access to markets in all 
of Canada. 


40. The argument that assistance due to the 
Maritimes because other considerations had 
determined the final route of the Intercolonial 
| Railway becomes of secondary importance 
compared to the much more significant con- 
clusion that a low rate structure for the Mari- 
times should be regarded as the fulfilment of 
a Confederation pledge. 


41. The extension of assistance to other 
railways was very important because the In- 
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tercolonial was no longer the main railway 
linking the Maritimes with the Central 
Canadian provinces. 


42. The Duncan Commission believed, 
therefore, that there was an obligation on 
Canada to provide to Maritime Shippers some 
form of assistance which would “afford to 
Maritime Merchants, traders, and manufac- 
turers a market of several millions of people 
instead of their being restricted to the small 
scattered population of the Maritimes them- 
selves.” In the past this assistance had taken 
the form, first, of the construction of the In- 
tercolonial Railway and, second, the mainte- 
nance of a low freight rate structure on the 
railway. The erosion of the preferential 
freight rate structure had been contrary to 
the pledges and policy surrounding Confeder- 
ation and had resulted in considerable dam- 
age to Maritime interests. The Commission 
therefore decided that the most appropriate 
form of assistance to the Maritimes to afford 
them a wider market would be to reintroduce 
a rate advantage similar to that enjoyed on 
the Intercolonial Railway before 1912. The 
Commission considered the simplest and most 
effective way of introducing such an advan- 
tage to be through the recommended twenty 
per cent subsidy on freight rates. 


43. Thus, it is emphasized that the main 
justification for the Maritime Freight Rates 
Act was in obligation made at Confederation, 
to afford wider markets to the Maritime 
Provinces which in fact, provided a major 
reason for the interest of New Brunswick and 
Nova Scotia in Confederation in 1867, and 
provided a major consideration for the entry 
of Prince Edward Island into Confederation 
in 1873, and Newfoundland in 1949. 


HISTORICAL REVIEW OF MARITIME 
TRANSPORTATION 


Il. To September 2nd, 1967: Passing of Na- 
tional Transportation Act. 


44, Immediately following the implementa- 
tion of the Maritime Freight Rates Act in 
1927, there was a noticeable trend toward the 
first successful participation of the trucking 
industry in transportation in Central Canada. 
Several cases were noted where competitive 
rates with the Railway were being offered by 
the trucking industry in that area. 


45. This trend was noted by Maritime inter- 
ests and a test case was brought before the 
Board of Transport Commissioners and even- 
tually appealed to the Supreme Court of 
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Canada, wherein it was alleged that the 
reduced rates in question were contrary to 
Section 8 (now Section 7) of the Maritime 
Freight Rates Act which stated “the Board 
shall neither approve nor allow any tariffs or 
tolls which might destroy or prejudicially 
affect the statutory advantages”. 


46. Two decisions resulted from this case. 
The allegation on the part of the Maritimes 
that the rates protested were contrary to the 
Act was vindicated “if such tariffs prejudi- 
cially affect” the statutory advantages. The 
Board further stated, however, that competi- 
tive rates were discretionary with the Rail- 
ways and it had no power to adjust or revise 
the statutory rates to reflect rate reductions 
made outside “select territory”. It was of 
great significance to note that the case did not 
prove that either harm or prejudice had 
resulted to any person or industry in the 
select territory and the conclusion was made 
that cancellation of the rates within Central 
Canada would only serve to divert the traffic 
to truck freight. 


47. This brought to light, for the first time, 
one of the major shortcomings of the Mari- 
time Freight Rates Act—that is, that the con- 
ditions of competition in transportation had 
rendered the Act partically obsolete in terms 
of the original purpose, and that its value as 
a protector of the Statutory advantages to the 
Maritimes had been lessened. 


48. From 1927 to 1945 there were no general 
freight rate increases. Following the end of 
the war in 1945 with the removal of price and 
wage controls the Railways had been 
influenced by increased labour and material 
costs and applied to the Board of Transport 
Commissioners for a general freight rate 
increase of 30 per cent. The Provinces affect- 
ed, both in the Maritimes and Western Cana- 
da, immediately opposed the application. In 
April 1948, the Board of Transport Commis- 
Sioners authorized a general increase of 21 
per cent bringing about the first increase in 
freight rates in a 25 year period. 


49. Thus, generally through the expressed 
dissatisfaction of most of the Canadian Prov- 
inces (with the exception of Quebec and On- 
tario) on December 29, 1948, a Royal Commis- 
sion on Transportation was set up. 


50. This Royal Commission brought in its 
Report in February 1951. Referring to page 27 
of the Commission Report, we find the fol- 
lowing: “At Confederation they were prom- 
ised access to the Central Canadian market. 
Today, in view of the deterioration in foreign 
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trade, particularly because of monetary and 
commercial restrictions, access to the Central 
Canadian market has become more important 
than ever. Isolation of the Maritimes from the 
Central Canadian area as a result of distance 
and increased freight charges is one of the 
central themes put forward in their case”. 


51. The Commission referred to two major 
changes which had been noticeable since the 
enactment of the Maritime Freight Rates Act 
in 1927; 


(a) the adverse affects of the growth of 
truck competition on the competitive position 
of Maritime industry in the central markets 


(bo) the horizontal method of applying 
freight rate increases following the end of the 
Second World War. 


52. In further recommendations in relation 
to the growth of the truck competition in 
Central Canadian markets, the Maritimes 
representations took the position that certain 
revisions were necessary in Section 7 (then 
Section 8) of the Maritime Freight Rates Act. 
These took the form of a recommendation 
that the Board of Transport Commissioners 
be authorized and directed to adjust or vary 
tolls subject to the Act from time to time as 
may in the opinion of the Board be necessary 
“to maintain the said statutory advantage in 
rates when there have been reductions in tolls 
or rates elsewhere than in the select 
territory.” 


53. This suggested revision was rejected by 
the Commission on the grounds that it would 
ensure to the Maritimes all the competitive 
rates regardless of whether or not there was 
competition for the railways in select territo- 
ry and would thus allow the Maritimes an 
additional advantage not intended by the 
original Act. The Commission contended that 
it would be contrary to the rate-making prin- 
ciple that competitive rates are in the discre- 
tion of the railway and are put in force to 
preserve at least some of the traffic of the 
railways. 


54. The submission to the Royal Commis- 
sion on ‘Transportation by the Maritimes 
Transportation Commission in September 
1960 refers to the conclusions of this Commis- 
sion in the following manner: 


“From these findings of the Commission it 
is difficult to avoid the conclusion that the 
Commission either failed to appreciate the 
real purpose of the Act, or, alternatively, that 
it overlooked completely the findings on 
which the recommendations of the Duncan 
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Commission were based which directly result- 
ed in the passage of the Maritime Freight 
Rates Act in 1927. Thus the Commission 
states, and correctly, that the object of the 20 
per cent reduction was to restore the advan- 
tage of the rates which the Maritimes had 
enjoyed previous to 1912. It goes no further 
in rejecting the request similarly it considers 
the departure of the 20 per cent reduction 
unwise basing its opinion on the calculation 
used by the Duncan Commission in arriving 
at such a figure which again is only incidental 
to why the Duncan Commission imposed a 
reduction at all.”’ 


55. In brief, this Royal Commission did not 
recognize any case for the Maritimes in fur- 
ther adjustment in the Maritime Freight 
Rates Act over the 20 per cent recommended 
by the Duncan Commission and put into 
effect by the Maritime Freight Rates Act in 
O27. 


56. Up to the time of this Royal Commis- 
sion Report in 1951 there had been four gen- 
eral increases in freight rates. 21 per cent in 
1948, 8 per cent in 1949, a further 8 per cent 
in 1950, and a still further increase of 4 per 
cent bringing the total increase to 20 per cent 
in 1950. On a cumulative basis these increases 
represented a rise of about 45 per cent in the 
level of freight rates as they were effective 
before April 1948. Following the Royal Com- 
mission’s Report the trend on freight rate 
increases continued until, in 1956, the aggre- 
gate cumulative increase was in the order of 
98 per cent. 


57. When the Royal Commission on Cana- 
da’s Economic Prospects was appointed in 
1956 the Maritimes Transportation Commis- 
sion made a submission outlining the con- 
stantly decreasing benefits of the Maritimes 
Freight Rates Act. As a result of the recom- 
mendations of this Commission an increase in 
the subvention from its level of 20 per cent to 
a level of 30 per cent in the case of outbound 
was implemented. This change was 
announced on March 14, 1957. 


58. In December 1958, the Board of Trans- 
port Commissioners authorized a further 17 
per cent increase in rail freight rates. Because 
of the concern about the effects of horizontal 
increases and transport costs in outlying 
areas, the federal Government introduced the 
Freight Rates Reduction Act. Under this 
legislation the railways received a subsidy of 
$20 million per year to increase their revenue 
requirements. The railway reduced their 
authorized Class and Commodity Rates which 
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were increased by 17 per cent, by an amount 
equal to the $20 million per year. Adminis- 
tered by the Board of Transport Commission- 
ers, this subsidy caused a reduction of the 17 
per cent increase authorized in December 
1958 to 10 per cent in August 1959 and to 8 
per cent in May 1960. Further rising costs 
made it necessary for Parliament to vote an 
additional $50 million a year in 1962 to main- 
tain these rates at the reduced level. A fur- 
ther $25 million was voted for this purpose in 
1966. 


59. As a result Class and Commodity rates 
were effectively frozen at 1958 levels. Railway 
revenue requirements in the period were par- 
tially met by this subsidy and the balance 
was met by increases in competitive rates. 


60. Under the National Transportation Biil 
this Freight Rates Reduction subsidy would 
be replaced by a general subsidy of $110 mil- 
lion which would be phased out by 1975, and 
would be replaced by a new subsidy compen- 
sating the railways for certain uneconomic 
services deemed within the public interest. It 
is considered by calculated projections that 
the abolition of the Freight Rates Reduction 
subsidy and other factors of increased costs 
that a general increase of 6 per cent will be 
required in Class and Commodity rates in the 
Atlantic Provinces over the 8-year period to 
1975, but there is, of course, no assurance 
that this would cover increased railway oper- 
ating costs.* 


61. It should be noted that the last Royal 
Commission to deal specifically with Maritime 
Transportation was the Duncan Commission 
in 1926-27. All other Royal Commission inves- 
tigations since that date dealt with the area in 
the context of all of Canada. 


62. In 1960, the MacPherson Commission on 
Transportation was set up. The submission of 
the Maritimes Transportation Commission to 
this Royal Commission, in September 1960, 
cites the intention of this increased subven- 
tion as being the restoration of the rates to 
the position they occupied in relation to other 
Canadian rates at the end of World War II. It 
further states that it did not appear to have 
accomplished this purpose because it had the 
effect of only offsetting the general increase 
in freight rates of 11 per cent granted earlier 
in that year. 


63. The recommendations of this Royal 
Commission led to the passing of the National 


* Atlantic Provinces Transportation Study, Econ- 
omist Intelligence Unit, Vol. V. pg. 124. 
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Transportation Act in late 1967. This Act was 
the first Legislation in Canada to allow the 
railways freedom to set rates to reflect costs 
of the services. 


TRANSPORTATION POLICIES AND 
COSTS IN PERSPECTIVE 


64. It is clear from analysis made by the 
Economist Intelligence Unit for the Atlantic 
Development Board™ that the effects of com- 
petition have completely undermined the rate 
relationship which the Maritime Freight Rate 
Act was designed to maintain. Competitive 
measures outside the Maritime region have 
been somewhat greater than in the Maritime 
region with the result that the railways have 
been compelled to quote more and lower 
competitive rates and agreed charges in cen- 
tral Canada than they have in the Atlantic 
Provinces. The relationship between rates in 
the two areas has thus altered in favour of 
central Canada. The Maritime Freight Rates 
subsidy has been able to do little to offset this 
trend. As the tendency to quote an increasing 
number of rates against competitive modes of 
transport continues, the Maritime Freight 
Rates Act becomes less and less effective in 
meeting its intended objective. 


65. In non-competitive rates the Act suc- 
ceeds in maintaining a rate advantage in 
select territory although it does not succeed 
in maintaining the rate advantage in traffic 
moving to Central Canada unless similar 
traffic in central Canada is also moving on 
non-competitive rates. Because a much higher 
proportion of traffic in Central Canada is 
competitively rated, it is not uncommon for a 
commodity moving from the Atlantic Prov- 
inces to the central Canadian market to move 
on a non-competitive rate and for similar 
products moving within central Canada to 
move on an agreed charge or competitive 
rate. In these instances, the Maritime Freight 
Rate Act does not succeed in maintaining 
the rate advantage to the shipper in the 
Atiantie Provinces. 


66. The Maritime Freight Rates Act can 
therefore be considered to be achieving only 
limited success in fulfilling its twin objectives 
of (a) maintaining a statutory rate advantage 
in the Atlantic Provinces, and (b) affording 
wider markets to Atlantic Region manu- 
facturers. 


67. The MacPherson Commission recom- 
mends that (a) subsidies on west-bound ship- 


1 Atlantic Provinces Transportation Study—Janu- 
ary 1967 Economist Intelligence Unit. 
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ments be extended to all modes of transporta- 
tion (b) the subsidy on movements wholly 
within select territory be abolished and (c) 
the subsidy on movement within, to, and 
from, Newfoundland and select territory be 
retained. 


68. The National Transportation Bill origi- 
nated directly from the recommendations of 
the MacPherson Commission. National Trans- 
portation Policy may be defined as “making 
the best use of all available modes of trans- 
portation at the lowest possible cost”. 

69. While the terms of the National Trans- 
portation Bill follow the MacPherson Com- 
mission on railway rate regulations, the pro- 
tection given to shippers in non-competitive 
areas is not as broad as recommended by the 
Commission. 


70. The interpretation under the Bill of the 
definition of a captive shipper in relation to 
maximum rates appears to offer considerable 
latitude. The maximum rate formula for cal- 
culating the fixed rate to be paid by captive 
shippers does not appear to offer protection to 
shippers of heavy loading products. 


71. Under the increased rate-setting flexi- 
bility given to the railways under the Bill, 
many traditional pricing policies will be abol- 
ished. These traditional features have been 
beneficial to shippers in the area. 


72. These features have been aimed at 
reducing the distance and isolation of the At- 
lantic Provinces from the rest of Canada. 
While the National Transportation Bill does 
not indicate either retention or abolition of 
these traditional rate characteristics, there is 
reasonable doubt that they will continue. 


73. The most important of these is the sys- 
tem of ‘“arbitraries” on shipments into and 
out of the region east of Montreal. For exam- 
ple, the rate from Toronto to Moncton would 
be made up of a rate from Toronto to Mont- 
real plus an arbitrary from Montreal to 
Moncton. The rate from Moncton to Toronto 
should be the same except the reduction 
applicable under the M.F.R.A. Compared to 
the total distance, the scale of arbitraries 
operates to reduce the element of distance in 
rates by not reflecting the full length of haul 
in the rate. 


74. The manner in which these traditional 
arbitraries may be treated under the Act is 
not known. 


75. The National Transportation Bill, for 
the first time, provides a basis for transport 
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services to reflect, in rates charged, the cost 
of these services. The economic position of 
the manufacturer and distributor in the At- 
lantic Provinces is immediately placed at a 
disadvantage compared to his competitor 
located in Central Canada. In brief, the basis 
of Confederation and the Maritime Freight 
Rates Act was to reduce the distance as 
reflected in these rates. 


76. Because of certain conditions which still 
prevail, the railways still have certain 
monopoly positions on some traffic in the At- 
lantic Provinces. Not all this traffic will be 
within the definition of a captive shipper as 
defined in the Bill. 


77. Over and above the effective rates 
under the Bill, there seems little doubt that 
freight rates will continually rise over the 
next few years in direct proportion to (1) 
wage increases, (2) the phasing out of the 
Freight Rates Reduction Subsidy, and (3) any 
further operational costs. 


78. The two-year rate freeze laid down in 
the Bill on class and commodity rates in the 
Atlantic Provinces will cause further difficul- 


tues to the development of competitive 
transportation. 
79. It is recognized that Transportation 


Policy has limited application to stimulating 
development of new industry in today’s 
economy. But the effects of transportation 
costs on specific types and sizes of industries 
located in the Atlantic Provinces (both from 
the standpoint of raw material inputs and 
movements of products to markets) are of 
considerable magnitude in relation to their 
other costs. 


80. Professor B. S. Kierstead, in 1948, pro- 
duced an anlysis of manufacturing in the At- 
lantic Region. In his conclusions he cited the 
area’s disabilities and stated that transporta- 
tion costs were among the major deterrents to 
expansion. He concluded that three types of 
industries only, would locate and expand in 
the Region. 


(a) Industries based on natural resources 
which would grow based on domestic and 
foreign demand. 


(b) Industries in which the cost of shipping 
the product is much greater than costs of 
shipping raw materials such as food and bev- 
erage industries.* These could be expected to 
grow in proportion to local population 
increase and demand for goods. 


* Statement not applicable at present. 
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(c) Industries in which low wages and cer- 
tain labour force characteristics could affect 
the transportation costs and lower labour pro- 
ductivity. These would include textiles, boot 
and shoe manufacturers, and candy 
manufacturers. 


In the period to 1967 the majority of indus- 
trial expansion has proven to be within the 
framework of these three categories and those 
in the three categories specified in (c) have 
continuing difficulties. 


81. The main factors still operating against 
the growth and expansion of secondary 
manufacturing industries in the Atlantic 
Provinces, and in favour of location in On- 
tario and Quebec are: 


1. The difference in size in regional markets 
and national markets. To illustrate, if a plant 
is located in Ontario, the majority of its pro- 
duction can be shipped relatively short dis- 
tance to market. There is a chance of alternate 
modes of transport and competitive rates. In 
fact, such competition has _ substantially 
reduced freight costs in that market area. 
Only a small portion of the production must 
be shipped to the Atlantic Provinces and 
Western Canada. Transportation costs in total 
are minimized by central location. In com- 
parison, a plant located in the Atlantic Prov- 
inces, on a scale to produce a volume of pro- 
duction sufficient to operate efficiently, must 
usually depend on Central Canadian sales for 
a majority of its production. The transporta- 
tion costs to markets outside the region are 
much higher, the transportation costs of raw 
materials and supplies required from outside 
the region are higher, and if shipments cannot 
be arranged in carload lots, the transportation 
costs to markets within the region are higher. 


2. Most industries require modern methods 
and a relatively large scale of production to 
remain competitive. In most manufacturing 
operations, the Regional market is not suffi- 
cient to support an efficient scale of produc- 
tion, by present standards. In addition the 
purchasing power of the regional population 
is still far below the National average. 


3. In the post war years. Existing freight 
rate structures have discriminated against the 
shipment of manufactured goods. Our rail 
rates generally favour the movement of raw 
materials or some processed materials. High- 
value goods move at rail rates higher than 
low-value goods. The lack of development of 
alternate modes of transportation has allowed 
these rates to remain in force. 
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82. The following is extracted from a letter 
written by twelve New England Senators 
to the Interstate Commerce Commission in 
1956. 


“We believe that a general percentage 
increase although somewhat easier to approve 
and administer discriminates against those 
areas of the Country already suffering from 
disadvantageous rates. For example, if the 
flat rate between A and D is $2.00 and 
between B and D is $3.00, a flat increase of 
$0.50 maintains that $1.00 spread between the 
two rates. If, however, there is a 25 per cent 
increase, the A to D rate becomes $2.50 and 
the4'B* to 'D “rate; $3:75'and* the spread 
G25. 


83. This illustrates the effect of freight rate 
increases in the post war years in Canada. In 
Canada as in the United States the history of 
rail rate changes has been one of horizontal 
percentage increases, which discriminates 
against long-distance shippers as compared to 
short haul shippers. In the Atlantic Provinces 
this discrimination is further aggravated 
because of the truck-railway competition in 
central Canada, which has kept rail rates far 
below authorized levels. 


84. The cumulative effect of rate increases 
between 1948 and 1957 come close to the 
amount which would offset statutory freight 
assistance. 


85. The Government of New Brunswick, in 
its brief to the Royal Commission on Canada’s 
Economic Prospects stated “we may be 
approaching the position that prevailed in 
1926 when rate increases in Maritime area 
had been increased about 40 per cent more 
than those elsewhere” and questioned wheth- 
er or not it was reasonable “that the part of 
the country which admittedly operates the 
most difficult economy should not only be 
asked to meet its share of increased transpor- 
tation costs, but as well contribute to reve- 
nues lost by railways in the (Central) areas 
from which comes the stiffest competition?” 


86. The Royal Commission on Canada’s 
Economic Prospects final report carried the 
statement “It seems evident that the transpor- 
tation facilities of the Atlantic Region are in 
need of improvement.... Quite obviously the 
cost of improving the various services should 
be carefully estimated and considered, and 
care should be taken to avoid the introduction 
of duplicate facilities.... It would be unwise 
to spend large sums on the construction of 
highways merely for the purpose of forcing a 
reduction in railway rates by the introduction 
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of highway truck 
increasing the 
railways...” 


87. Between the implementation of the 
additional 10 per cent subsidy in 1958 and the 
introduction of new rates in late 1967 any 
efforts made to develop a solution to the 
regional problem were insignificant. 


competition and _ thus 
present losses of the 


88. Complaints are still being made by 
industries on inefficiencies in transportion. 
Foremost among the inefficiencies evident, 
and continually causing problems to local 
industry, are (a) delays in production (b) 
delays in sales turnover, (c) increased work- 
ing capital requirements for increased inven- 
tories on hand and in transit. 


89. All these inefficiencies are operating in 
the Atlantic Provinces, perhaps to greater 
degrees in Newfoundland and Prince Ed- 
ward Island, but to the extent in the whole 
Region as to place severe disadvantages on 
manufacturing and service operations. 


90. The Atlantic Provinces Transportation 
Study by the Economist Intelligence Unit 
Limited for the Atlantic Development Board 
states “‘... transportation shortcomings may 
have deterred investment in New Brunswick 
but no evidence was discovered to substanti- 
ate this view.”’ There is ample evidence avail- 
able from groups active in industrial develop- 
ment in the Region, that transportation costs 
and inefficiencies do, in fact, constantly deter 
industrial investment in the area. There are 
numerous cases in evidence where the com- 
bined difficulties of reaching the central 
Canadian market competitively, with central 
Canadian location, and arranging economic 
transport for raw material inputs from 
sources outside the region, terminated consid- 
erations of locating in New Brunswick in 
favour of central Canada. 


91. To date the “designated area’? scheme 
with resulting incentives has not contributed 
substantially to offsetting these inherent 
problems. 


92. Locational decisions leading to location 
of manufacturing and distribution industry no 
longer include major considerations for lower 
labour rates as in the past, since most profit- 
able operations are now less labour intensive. 
Major consideration is given to access to mar- 
kets sufficient to sustain an economic scale of 
production, and amortize relatively high capi- 
tal investment. In keeping with this the con- 
stant costs of delivery of raw materials from 
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outside the region combined with costs of 
freight to markets constitute major cost 
factors. 


93. Tariffs prohibit North-to-South market- 
ing for Atlantic Provinces manufacturers, 
even by using lower cost ocean freight. 


94. The development of the St. Lawrence 
Seaway and continuing progress toward long- 
er periods of winter navigation has already 
reduced, and will continue to reduce, volume 
of freight movements through Moncton and 
the Atlantic Ports. Certain major financial 
commitments have been established by the 
Government of Canada for this system. While 
the studies undertaken to measure the influ- 
ence of the St. Lawrence Seaway on Atlantic 
Ports have never been published and insuffi- 
cient attention to the economic influences has 


been noticeable, the urgency of adoption of 


the same principles for Atlantic Region trans- 
portation facilities is obvious. 


95. In summary, with downward trends in 
volume of freight movements through the At- 
lantic Provinces and the lack of large scale 
industrial development in the Region there is 
not a sufficient economic base to support the 
costs of transportation without due considera- 
tion to the continuation of some program of 
financial assistance of transportation related 
to the considerations at the time of Confeder- 
ation and at the time of the enactment of the 
Maritime Freight Rates Act in 1927, but in 
keeping with present economic conditions. 


EFFECTS OF NEW NON-CARLOAD 
RATES ON INDUSTRIES SHIPPING 
THROUGH MONCTON 


96. In measuring the present impact of new 
rail non-carload rates, the optional Class rates 
still in force with additional cartage pick-up 
and delivery are always in consideration as 
alternatives. However, when alternative 
modes of transportation are used these rates 
have been increasing toward the level of rail 
rates. 


97. The comparative importance of rail 
L.C.L. services to the Atlantic Provinces is 
clearly illustrated in Appendix III. In sum- 
mary, the usage of L.C.L. service analysed by 
Provinces for the year 1966 shows the Prov- 
ince of New Brunswick as the second highest 
used in Canada. Usage in New Brunswick was 
434 lbs. per capita, the Atlantic Provinces 364 
lbs. per capita and Canada 192 lbs. per capita. 
Because Moncton is the distribution center of 
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the area and occupies a significant place in 
volume of provincial movements the impor- 
tance of L.C.L. services is obvious. 


: 98. In the case of the largest L.C.L. shipper 
in New Brunswick located in Moncton the 
rules of E.T.A. Tariff 100 impose high 
increases in costs to service customers 
throughout the Atlantic Provinces and Gaspe. 
Those increases amount to as much as 142 per 
cent. Studies being carried out on a National 
level will lead to the elimination of certain 
“light weight” consumer products from the 
firms’ lines. An examination by the Company 
of several thousand items shipped shows an 
average weight of under 7 lbs. per cubic foot. 


99. In the case of manufacturers and 
processors two important freight cost factors 
come to light. The first is the increased costs 
at present and continuing into the future, of 
freight on raw materials from central Canada 
to the Moncton area. While this is an impor- 
tant cost factor there seems to be unanimous 
agreement that little can be done to reduce 
these costs, and that equitable freight costs to 
the Central Canadian market must be given 
first attention. There is also agreement that 
the freight disadvantage on raw materials in 
addition to present non-carload rates add a 
burden which cannot be borne by the local 
manufacturer, and in numerous cases non- 
carload rates and the rules of Tariff E.T.A. 
100 make it impossible to reach certain areas 
in the Atlantic Provinces competitively. 


100. The lack of development of well organ- 
ized competitive alternate modes of transpor- 
tation will create continuing problems in 
maintaining regional markets. The areas in 
which this appears to present problems of the 
greatest frequency are Newfoundland, East- 
ern Nova Scotia and Cape Breton and North- 
eastern New Brunswick. In some instances 
rail L.C.I. services have been slow enough 
to cause customer service problems in the 
past. 


101. There are a number of manufacturers 
in the Moncton Area which cannot reach the 
Newfoundland market under the new non- 
carload rates. The firms provide a high rate 
of employment compared to general industrial 
employment. There is little evidence of avail- 
able competitive efficient alternative transport 
in these instances. 


102. In the case of firms operating as region 
distributors and as warehousing and distribu- 
tion branches of National firms serving the 
regional market or segments thereof, the 
combination of the increased non-carload 
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rates, ie. Tariff E.T.A. 100, coupled with the 
influence on increased truck transport rates, 
bring current freight services costs in the 
region to the point where it may be consid- 
ered expedient to review these costs in rela- 
tion to maintenance of facilities and invento- 
ries in Moncton as compared to direct distri- 
bution from Quebec or Ontario by pool car 
arrangements. Should this decision be made 
by even a small percentage of the industries 
located in the Moncton area, the effects on 
employment and the City tax base would be 
evident immediately. 


103. The final implementation of new non- 
carload freight rates (Tariff E.T.A. 100) or the 
continuation of old L.C.L. rates with added 
cartage costs will affect Moncton manufactur- 
ers and distributors by (a) corresponding 
increases in alternative transportation costs 
(b) no relief in reaching certain sections of 
the regional market and (c) no relief in reach- 
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ing the central Canadian market. In the latter 
problem the usage of non-carload rates by the 
particular type and size of operation in the 
area is of vital importance. 


104. If the subsidy is withdrawn on ship- 
ment within the region as recommended by 
the MacPherson Commission, then some firms 
located in the Moncton area will find it 
impossible to maintain their full present mar- 
ket in the region. Without a policy providing 
for a freight rate structure to afford local 
manufacturers an opportunity to reach the 
central Canadian market competitively the 
economic impact is obvious. 


105. The shifting pattern from rail to alter- 
native transport, even if the result is a small 
saving to the shipper, is bound to reduce 
transportation employment in Moncton. 


106. For details of information see following 
pages (Table D 
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EFFECTS OF CARLOAD RATES ON 
INDUSTRIES LOCATED IN THE 
MONCTON AREA 


107. The matter of relative carload rates 
effective in the Atlantic Provinces as com- 
pared to effective carload rates in central 
Canada is subject to intensive study and anal- 
ysis in order to form any conclusions sup- 
ported by statistics. One major contributing 
factor is that of specific carload movements 
by non-competitive rates in one area against 
competitive charges in another area. It is not 
uncommon for a commodity moving from the 
Atlantic Provinces to central Canada to move 
on a non-competitive rate and a similar prod- 
uct moving within the central Canadian mar- 
ket to move on an agreed charge or competi- 
tive rate (see paragraph 65 re Maritime 
Freight Rate Act). 


108. The volume of movements of freight 
by industries has a direct effect on the level 
of freight rates which can be negotiated in 
central Canada. This strength to negotiate is 
available to higher-volume manufacturers in 
central Canada but usually not to the smaller- 
volume manufacturers in the Atlantic Prov- 
inces, mainly because of the lack of volume of 
movements and the relative lack of competi- 
tion in transportation. Among the variables 
which can be used to provide better rates are; 
length of cars (longer than normal cars for 
same rate), multiple cars (two cars for the 
price of one), and negotiated rates based on a 
particular industry’s total volume . of 
movement. 


109. The comparisons of carload rail rates 
on certain products from the Atlantic Prov- 
inces to Toronto as compared to the rate from 
central Canadian points to Toronto will illus- 
trate the comparative cost disadvantage to the 

Maritime shipper. In these examples distance 
is not a factor of comparison (see Table ID). 
These comparisons include the adjustments 


_under the Maritime Freight Rates Act. 


110. In the case of Steel Bars Amherst, N.S. 
to Toronto compared to shipment from Mont- 
real to Toronto, the disadvantage to the Am- 
-herst shipper is $4.20 per ton to $5.80 per ton 
depending on the minimum carload weight. 
This means that a manufacturer in Toronto 
could obtain steel bars by water on an import 
| basis much cheaper than from the Atlantic 
| Provinces. 


111. In the case of Electric Stoves from 
Sackville to Toronto as compared to the rate 
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from Hamilton to Toronto, the disadvantage 
is $.14 per ewt. for the Maritime shipper. This 
has developed from an advantage of $.56 per 
ewt in 1953 in spite of the constant concern 
with costs facing the Maritime shipper in this 
period. 


112. In the case of Plaster from Hillsboro, 
N.B. to Toronto as compared to rate from 
Montreal to Toronto, the disadvantage to the 
Maritime shipper is $3.20 per ton. 


113. An examination of the application of 
changes in these illustrations leads to the 
observation that few people in industry are 
able to follow changes implemented or inter- 
pret the results of such changes until it is too 
late to effectively offset disadvantages. 


114, It will be noted that in all cases illus- 
trated the Maritime disadvantage lessened in 
1967. This is due to the fact that during 1967 
both competitive (including agreed charges) 
and non-competitive rates applying between 
points in central Canada were subjected to 
increases only to the competitive rate 
increases (including Agreed Charges). Since 
the rates used are commodity rates, these 
were not increased by the commodity rate 
increase effected on May 4, 1967, under CFA 
Tariff 85. This increase did not apply to the 
Atlantic Provinces due to Transportation 
Legislation passed in March 1967, which 
placed a “two-year rate freeze’ on carload 
traffic moving on commodity rates from, to, 
or within the Atlantic Region. This “rate 
freeze” will be lifted in March 1969, at which 
time Atlantic Provinces rates could increase 
under CFA Tariff 85. In the interim other 
increases could add to this factor. 


115. If the CFA 85 increase had been 
applied (or will be in the future) to rates on 
Steel Bars from Amherst to Quebec, Que. the 
40,000 lb rate would be $13.20 per ton instead 
of $12.00 per ton, or show a differential of 
—$7.00 instead of —$5.80 when compared to 
the rate from Montreal. The 60,000 lb. rate 
would be $11.60 per ton instead of $10.40 or a 
differential of —$5.40 instead of —$4.20. 


116. If the CFA 85 increase had been 
applied to the rates on Electric Stoves from 
Sackville, N.B. to Montreal, the rate would be 
$.79 per cwt instead of the present $.72 per 
ewt., which would yield a differential of 
—$.11 instead of —$.04 for 24,000 lb. move- 
ments and —$.21 instead of —$.14 for move- 
ments of 30,000 lbs. when compared with 
rates from Hamilton, Ont. 
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117. In connection with the schedule on 
Steel Bars, in addition to the rate of $6.20 per 
ton shown, minimum weight 60,000 lbs. the 
following competitive rates for higher minima 
are available from Montreal to Quebec City: 
27 cents per cwt. on 80,000 lbs; 26 cents per 
cwt on 100,000 lbs. and 25 cents per cwt. on 
140,000 lbs.* 

118. These are examples of cases which 


“Maritimes Transportation Commission. 
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contribute to the locational disadvantage of 
the region for industry, and directly affect the 
present and future economy of the Moncton 
area by restrictions on maintaining present 
operations and expansion of production and 
employment of present industries, as well as 
vitally affecting the primary locational deci- 
sions for prospective secondary manufactur- 
ing industries. 
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SUMMARY OF EFFECTS OF NEW 
NON-CARLOAD RATES ON 
RETAILERS IN MONCTON 


119. The implementation of the new non- 
carload rates and tariff E.T.A. 100 has an 
immediate effect upon costs of retail goods in 
Moncton and the Atlantic Provinces. First, 
while it is still possible to use class rates with 
cartage pick-up arranged by the retailer, this 
imposes an additional cost, and if alternate 
transport can be arranged the rates are 
increasing toward the level of the new non- 
carload rates. 

120. These increases to retailers are impos- 
sible to offset because of the nature of the 
retail trade. Supplies of items of clothing, 
shoes, furniture and similar items, are pur- 
chased by bookings with manufacturers or 
manufacturers agents. Deliveries are depend- 
ent upon availability in relation to bookings 
and production schedules. In many _ cases 
shipments must be arranged in small quanti- 
ties in order to meet seasonal deadlines and 
maintain retail stock in relation to demands 
on factory inventories. Again, in many cases 
the retailer purchases changing lines in mini- 
mum quantities, and after reasonable trial, 
must order for rush deliveries in smaller 
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quantities than the economy on minimum 
rates under the new Tariff allow. 


121. Comparatively small total volume of 
movements of retail shipments hardly stimu- 
late interest on the part of truckers and com- 
bined with the time lost through inter-lining 
contribute to a greater degree of dependence 
on rail for these shipments. Whether or not 
shipments are made on a prepaid or collect 
basis, the increases still operate as extra costs 
to the retailer which must be passed along to 
the consumer, and in the area where per- 
capita income is still less than other areas of 
Canada. 


122. There is a strong case for provision of 
rail non-carload services for the immediate 
future as near as possible to the scale of the 
old Class rates including pick-up and deliv- 
ery, with cancellation of the new non-carload 
rates and the rules of E.T.A. Tariff 100 so 
that such rates and rules do not influence 
upward movements of the rates of competing 
modes of transportation. Under these condi- 
tions, increases in freight costs will result, 
but likely not to the degree of that imposed 
by the implementation of the new rates. 

123. For details of random samples of 


increased freight costs to Moncton retailers 
see Table ITI. 


EXAMPLES OF INCREASED, FREIGHT COSTS TO RETAILERS IN MONCTON 


Type of Retail Outlet Item 
Drie Stores s.o<:.702 see 12 Wtemise. fc... eee eee 
JE WELIET icy. oon) ee (O} ih): ay ae a ts, Toe eS 
3 Jewellery items............. 
Mens Store... . 252... oe Suits cue. cme bake eee Cae 


Bartwaresce 6st Small oole.....ce ie tat aes 
DOGS). 7 Br.d- no owe. ee MenstShoesin.- seen cee ee & 
Purntture=:5. 2 -3.....2. BIECELIC StO Vee ee 
Eretriverator® . 0. eee Ae ee 2 
Washing Machine............. 
Burnitire... +0063 tae Bedroo»nt Suite. eae. -. ces. oe 


(1) Incl. insurance in transit 


Mens Jackets... cer viet ehan occ 
BOyssonirtee:. < caer eet. tee: 
Boysssweaters=, ce ot tos ae 


% of Supply % Increase in 
Shipped from by LCL Freight Cost 
% % 
eee ORATION: fo ae ee 100 71 
ree) Montrealeees. tum. cea 100 12274) 
eee. Meontteal . 4°. occas 100 94 (1) 
ieee JMontreal sas .5e oo dt at 100 63 
See NONtrea lt wae ere eee 100 42 
a Fen eNboncreal 2555 sae ee 100 53 
ese OMEOnGECaL 9, = on cre Sere 100 58 
ae LOrontOr soa oe oe ee 100 82 
~ aw “ LOPONGOn Sree bore tak as 100 262 
<= EOntarion eet es de vee 100 123 
Aeeee? SO NCAT On: ee Hee. te ee 100 60 
awe wOntarion ©. Ser. ees 100 70 
dive, MONGTCaL. ee eee ee 100 80 
meee NONGrEa IE: - ee: dee 100 34 


Television Picture Tubes prior to October 5, 1967 were shipped F.O.B. Moncton at a retailers cost of twenty-six 
dollars, sixty-five cents ($26.65), after October 5, 1967 the same tube prepaid to Moncton cost the Moncton retailer 
eh ga dollars and five cents ($32.05) an increase in total cost of 20%. The retail price of that T.V. tube increased 
HLS $42.00 to $48.90. The manufacturers gave “‘increased costs’’ as their reason for the price increase. There is little 

oubt that the cost of a T.V. picture tube weighing no more than two to three pounds per cubic foot, and shipped in 
less carload quantities is increased to a great extent by the new non-carload rates. 
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CONCLUSIONS AND 
RECOMMENDATIONS 


A. CONCLUSIONS 


124. The necessity of Federal financial sup- 
port to the railways (then the primary trans- 
portation system) for the purposes of afford- 
ing business located in the area competitive 
access to the Canadian market was recognized 
by the Duncan Commission in 1926 and 
endorsed by the Canadian Parliament through 
enactment of the Maritime Freight Rates Act 
mi4927. 


125. The recognition of the necessity to con- 
tinue this principle was evident from the 
recommendations of the Royal Commission on 
Canada’s Economic Prospect in 1957, leading 
to the additional subsidy implemented in 
1958. 


126. It has been shown in this brief that the 
Maritime Freight Rates Act has not fulfilled 
the original purpose so far as shippers in the 
area are concerned. This purpose is expressed 
in the preamble to the Maritime Freight 
Rates Act, 127 (see paragraph 33). 


127. The MacPherson Commission consid- 
ered the Maritime Freight Rates Act as part 
of National Policy, and gave emphasis during 
their investigation to how this Act served in 
the overall national transportation policy. The 
recommendations of this Commission, which 
formed a basis for the National Transporta- 
tion Act of 1967, included: 

(a) that subsidies on west-bound shipments 
be extended to all modes of transportation. 

(b) that the subsidy on movements wholly 
within select territory be abolished, except 
the subsidy on movements within, to and from 
Newfoundland and select territory. 


128. The National Transportation Act, 
forming the basis for the new Canadian Trans- 
portation Policy provides for the following: 
(items (a) to (e) are followed by brief 
explanations) 


(a) Freedom to railways, within the max- 
imum and minimum rate regulations, to set 
rates at whatever level commercial pressures 
allow. 

1. At the same time provision has been 
made for a two year rate freeze on non-com- 
petitive rates laid down in the proposed revi- 
sion of Section 335 of the amended Railway 
Act. Under this amendment all railway rates 
must be compensatory, i.e. the rate must 
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cover the variable cost of the movement. 
While limited information is available it is 
difficult to determine whether there are rates 
in the Atlantic Provinces which are not com- 
pensatory. (Because of the new policy any 
such rates would have to be raised). 

2. It is unlikely that competitive rates in 
effect at present will change immediately 
since they have always been compensatory. 
The exception to the case may be the system 
of “arbitraries” which has afforded the Mari- 
times some distance-cost compensation com- 
pared to central Canada. However, this is 
indefinite because the system of ‘“‘arbitraries”’ 
may not be considered in conflict with the 
amended Railway Act providing the through 
rate from a point west of Montreal to Monc- 
ton is compensatory. 


(b) Under the proposed legislation max- 
imum rate regulation will be confined to 
those shippers who do not have an alternative 
effective mode of transport. These shippers 
are “captive shippers” and are defined as 
“those shippers for which in respect of those 
goods there is not alternative effective and 
competitive service by a common carrier 
other than a rail carrier or a combination of 
rail carriers’. This is a narrower definition 
than was recommended by the MacPherson 
Commission. 

1. “Comments on whether the maximum 
rate formula embodied in the proposed Sec- 
tion 336 of the Railway Act will, in fact, 
result in adequate rate protection for the cap- 
tive shipper is severely limited by the refusal 
of the railways to release examples of cost 
figures. It is therefore impossible to deter- 
mine what is the relationship between the 
present level of rates laid down by the max- 


imum rate formula’’. 


(c) Under the National Transportation Bill 
the Freight Rates Reduction Act subsidy 
would be replaced by a general subsidy of 
$110 million which would be phased out by 
1975. This, along with increases in operating 
costs will likely have a substantial effect upon 
increased rail rates in the Atlantic Provinces. 


(d) The National Transportation Act does 
not affect any of the clauses of the Maritime 
Freight Rates Act but it may enable signifi- 
cant change to be made between the rate 
structure in effect in the Atlantic Provinces 


1 Atlantic Provinces Transportation, Vol. V, The 
Economist Intelligence Unit. 
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and that of other parts of Canada. It is 
extremely difficult with information available, 
to determine whether or not traffic moving at 
competitive rates and agreed charges is mov- 
ing in the Atlantic Region at comparable 
rates with central Canada. Under the new 
regulations class and commodity rates are not 
necessarily required to be the same as in 
other parts of Canada. If such changes result- 
ed from the decision that traffic in the Atlan- 
tic Provinces could bear a higher increase 
than in other parts of Canada, the result 
would be further erosion of the benefits of 
the Maritime Freight Rates Act, which in the 
opinion of A. W. Currie, were completely 
eroded as long ago as 1948. Some legal safe- 
guards are in evidence, however, and they 
include Section 16 of the New Bill and Sec- 
tion 7 of the Maritime Freight Rates Act (ref- 
erence paragraph 32-33 Potato Case). Another 
basis of possible protection under the Mari- 
time Freight Rates Act is under Section 2 (b) 
and is tied to operating costs of the railways. 


(e) Under the new Transportation Act, 
rates and rules no longer require the prior 
approval of the board of Transport Commis- 
sioners. Thus new non-carload rates became 
effective in the Atlantic Provinces on Septem- 
ber 5, 1967. This closely followed a 6 per cent 
increase in LCL rates the previous May. With 
this new tariff all non-carload express rates 
were cancelled and LCL competitive rates 
were cancelled. The published charges for 
cartage were cancelled on the same date. 
After September 5, 1967, the railways will no 
longer provide cartage service for non-car- 
load traffic except when such traffic is 
assessed at the new non-carload rates. Other 
less than carload class and commodity rates 
have not yet been cancelled and shippers may 
utilize these rates providing the consignee and 
shipper perform the pick-up and delivery 
services. 

1. Under the new tariff E.T.A. Tariff 100 
two different methods of assessing changes 
are set out. If a shipment is less than 30 cubic 
feet in volume and weights less than 300 lbs. 
the rates are stated as a charge in cents per 
shipment of one piece or package plus an 
increased charge of 20 cents for each addi- 
tional package. Shipments under 300 lbs. in 
weight but more than 30 cubic feet in volume 
will be assessed at rates applicable on 300 Ibs. 


*“Freight Rates and Regionalism”, The Canadian 
Journal of Economies and Political Science 1949, 
14:4:433. 
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or more. Further charges are made on a scale 
of length and girth of the package. These 
provisions include a minimum 10 lbs. per 
cu.ft. Weight-Density Rule which further 
increases the cost of these services on specific 
items in great proportion. 


129. To illustrate the impact of the increase 
in rate and the Tariff E.T.A. 100, reference is 
drawn to the emphasis and priority given to 
response by twenty-three major industries in 
Moncton, Sackville, Amherst, Truro and New 
Glasgow (see Table I). Non-carload freight 
rate increases compounded by the density rule 
plus unit charges, insurance fees and the 
extension of the size of package to its nearest 
cubic displacement shape, have resulted in a - 
range of increases from 25 per cent to 250 per 
cent over former LCL Class rates. In the case 
of these twenty-three industries contacted an 
estimated total freight increase averaged 56 
per cent. This has led to the question being 
asked by industrial managers and owners in 
the Region; “If it was considered expedient 
for the railways to withdraw from non-car- 
load freight traffic, because of costs and/or 
volume, either for a region or portion of a 
region, why not simply announce the inten- 
tion and set a date to allow alternative modes 
of transportation to fill the gap in services? 
Instead the new rate increases have virtually 
created a monopoly situation for the alterna- 
tive carriers by creating a prohibitive cost for 
such services. The result is hardly within the 
clearly expressed intent of the National Tran- 
sportation Act to provide a means of open 
competition for transportation services.” 


130. The new non-carload rates add further 
hardship to distributors and manufacturers 
alike in the area. In the case of some dis- 
tributors there is no longer a-clear case for 
profitable expansion and amortization of 
investment in warehouse facilities to service 
the whole Atlantic Region from Moncton. In 
the case of the manufacturer, increases in 
rates of competitive modes of transportation 
following the new rail rates (or using the new 
rail rates as an alternative), applied to the 
type and scale of operations, weight heavily 
on the costs of the operations. 


131. The combination of the foregoing with 
the complete erosion of the benefits of the 
Maritime Freight Rates Act necessitates can- 
cellation of the new non-carload rates under 
Tariff E.T.A. 100 and the development of a 
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policy applicable to the area which will rein- 
state the intended benefits of the Maritime 
Freight Rates Act. 


132. Priority should be given to a careful 
examination of the quality of regional passen- 
ger service, passenger service revenue, and 
other related factors to determine the jus- 
tification and economic feasibility of re-estab- 
lishment of Regional Car Shops in Moncton. 


133. (a) In view of the limited time since 
the enactment of the National Transportation 
Bill, and the difficulties in evidence concern- 
ing administration, regulations, and imple- 
mentation; including the _ establishment 
of uniform cost procedures by which the rail- 
ways may develop acceptable formulae for 
setting rates, the authorities should recognize 
that transportation policies and regulations in 
Canada may be too complicated. This state- 
ment can be supported by the fact that the 
railways have inherent differences in the 
accounting methods, and it has been until this 
time, difficult to arrive at a degree of fixed 
and variable costs. These are two of the most 
important factors on which rates will be 
established under present legislation. 


(b) Would it be more practical and more 
economical to place immediate emphasis on 
the development of a policy and plan to pro- 
vide freight and passenger services for all 
Canada on a uniform rate basis, similar to the 
postage system? (When posing this question 
consideration is given to the necessity of util- 
izing other transportation facilities in areas 
where railway service is now or may in the 
future be inadequate). 


134. A careful review of transportation in 
the Atlantic Provinces will prove that they 
have always received certain concessions 
which were intended to reduce the effect of 
distance to central Canada, When the favour- 
able railway rate structure disappeared 
between 1912 and 1923, the Maritime Freight 
Rates Act of 1927 adjusted the rates within 
the Maritimes and to central Canada. When 
the National Freight Rates Policy was 
declared in 1951, this area was exempt from 
National Transportation Policy, thus by 
excluding the Atlantic Provinces from equali- 
zation on class rates, they were effectively 
shielded from further increases in freight 
rates which would have resulted in the 
region. 


135. The Atlantic Provinces have never 
been included in National Transportation 


Transport and Communications 


761 


Policy and have always been considered for 
special treatment and/or adjustments in 
efforts to reduce their isolation from central 
Canada by location and distance. 


136. There is not sufficient evidence of eco- 
nomic progress at this time to justify a 
change in this principle whether considering 
outgoing shipments from the region, supply 
of raw materials to local manufacturers, or 


non-carload freight costs to shippers located 
in the region. 


137. The National Transportation Bill gives 
emphasis to the use of competition as the 
primary means for effecting the optimum 
allocation and use of transport resources. It is 
assumed that under such increased competi- 
tion, the freight rates should reflect the costs 
of services. This being the case the costs of 
the haul to and from the Atlantic Provinces 
should be reflected in the rate structure. This 
is a complete reversal of the historic Federal 
Policy wherein measures were aimed at effec- 
tively reducing this distance. 


138. It should be noted that a large number 
of industries in which transportation costs 
have increased dramatically are operations 
which have received the benefits of loans 
from the Industrial Development Bank, or 
have been encouraged and assisted under 
Provincial Industrial Development Programs 
such as Industrial Estates, in Nova Scotia, 
and the Industrial Development Programs in 
New Brunswick. 


139. With full regard to the foregoing con- 
clusions, and the impact of changes in trans- 
portation policies and rates on the economy 
of the City of Moncton, the following recom- 
mendations are submitted for the considera- 
tion of the Parliamentary Committee on 
Transportation. 


8. RECOMMENDATIONS 


140. (1) That the implementation of the 
Bulk Density Rule (Tariff E.T.A. 100) based 
on 10 lbs per cubic foot and the new non-car- 
load rates be cancelled until a planned trans- 
portation system is developed to meet Re- 
gional needs. 


141. (2) That the particular freight costs 
disadvantage of Atlantic distribution and 
manufacturing industries in relation to their 
access to the Canadian market be recognized 
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by the Government of Canada, with particu- 
lar reference to a National policy on Regional 
Development, to be reflected in Legislation 
amending the National Transportation Act. 
Such legislation to be based on the principles 
established by the Duncan Commission in 
1927 and recognized by the Gordon Commis- 
sion in 1957...Reference paragraph 31 “It 
separates completely considerations of Na- 
tional Public Policy from considerations of 
railway policy proper.” (Duncan Commission) 
This is proposed as a possible alternative to 
the Maritime Freight Rates Act and not as a 
substitute for Regional Development Funds. 


142. (3) That costs to the Atlantic Regional 
Shipper of shipments to Newfoundland be no 
higher than the water rate from Montreal to 
Newfoundland, and that costs of shipments 
from Newfoundland to the three other Atlan- 
tic Provinces be no higher than the costs of 
shipping by water from Newfoundland to 
Montreal. 


143. (4) Since it is obvious that transporta- 
tion requirements are variable by areas with- 
in the Region, and different modes of trans- 
portation may more adequately and more 
economically serve different areas of the 
region, a Transportation plan be developed 
around the most economical and best quality 
service to meet the requirements of each 
area, both for freight and passenger services. 


144. (5) That subject to (4) careful study be 
given to the long-term National economic 
benefits of extending subsidies to all modes of 
transportation, by areas within the Region, in 
relation to the long-term costs of supporting 
the railway system as an essential national 
link. 


145. (6) That the House of Commons Stand- 
ing Committee on Transportation and Com- 
munications hold hearings in the Atlantic 
Provinces every two years to afford oppor- 
tunities for shippers to make current prob- 
lems known. 


146. (7) That, due to the requirements of 
better understanding of Atlantic Region tran- 
sportation problems on a continuing basis, at 
least four of the Transportation Commission- 
ers under the new Act, be selected from the 
Region, with experience and qualifications 
given major consideration; and that the Com- 
missioners should hold a public meeting in 
the Atlantic Provinces once each year. 
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147. (8) That, when priorities are developed 
for increased air cargo services to Newfound- 
land, and as demands in both passenger and 
air cargo services increase, immediate atten- 
tion be given to expansion of the Moncton 
Airport in keeping with these demands. In 
fact, a review of the adequacy and efficiency 
of this system in the light of present volume 
of air cargo should be given more attention. 


148. (9) It, should be emphasized that the 
intent was carefully expressed under Confed- 
eration to provide for development of Atlan- 
tic Ports. Any policy which operates to the 
detriment of such development directly 
retards the growth of the region. The policy 
of the Federal Government in assuming cer- 
tain financial and operating responsibilities 
for the St. Lawrence Seaway must be consid- 
ered in this light. That is, such policy oper- 
ates to the detriment of Atlantic Ports, and 
Atlantic Regional Economic development. It 
should further be noted that in the E.I.U. 
Study of Atlantic Provinces Transportation 
the doubt was raised that provision of con- 
tainer services would offer much advantage to 
the Ports of Saint John and Halifax. E.I.U. 
thought that the competitive advantage of a 
container service would soon be eroded by a 
similar service established by the St. Law- 
rence River Ports. It is the recommendation 
of this brief that immediate assistance be 
given the Ports of Halifax and Saint John 
toward the provision of container services 
and other mechanization. Regardless of any 
advance the St. Lawrence Ports make toward 
containerization, the Atlantic Ports must 
maintain the most modern handling devices 
available in order to remain competitive with 
other Canadian and World Ports. Further, 
that the Railways be urged to enter into 
immediate negotiations with steamship com- 
panies to determine the establishment of a 
“unit train-landbridge” service from the At- 
lantic Ports to the North American market. 
The urgency is not solely related to uplifting 
the Atlantic economy but is prompted more 
by world competition. 


149. (10) That, in view of the immediate 
urgency, the recommendations contained 
herein be acted upon with all possible haste, 
to avoid to the greatest degree any increased 
freight costs to shippers of non-carload quan- 
tities located in the region. 


150. We trust the facts and recommenda- 
tions presented in this brief will prove useful 
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and will serve to motivate the measures of 
action required to contribute to the solution 
of the transportation inequities in the Atlantic 
Provinces in the best economic interest of the 
Canadian Nation, within the broad frame- 
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work of a National Policy for Regional 
Development. 


Respectfully submitted, 
Mayor 
City of Moncton. 


Appendix I 


ANALYSIS OF THE CITY OF MONCTON ASSESSMENT RECORDS 1967 


Total Assessment Value 


Federal Properties 
Provincial Properties 
Municipal Properties 
Exempt Properties 


Real Estate 
Concessions 
Business 


eee ee © oe www wee oO ee 


...-$ 35,000,000 


oeoe eer ee ee ee ee ee © 2 
oreeere ee eee ee ee 8 © 
ooe ere ees eee eevee 


eoeee 


© 2) 0 OS OSS 6 Os + © 6 66 © 8 0 ie « 
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ee ee 


 } 


$ 294,877,500 


19,000,000 
2,300,000 


21,478,000 77,778,000 


....$ 166,262,980 


3,600,000 


47,236,520 217,099,500 


$ 294,877,500 


Total Assessment Value for Manufacturing, Distributors and 


Transportation 


eosoeves ees ee ee eee es © 


tere Cort = rrr eee $ 111,436,520 
Percentage of Total Assessment Value (less exempt properties) 


37.8% 


NOTE: 


This includes assessment for railway properties which contribute to 


the City’s taxes through arrangement with N.B. Government at the 
rate of .68 per $100 of valuation. 


Source: Province of New Brunswick Assessment Records City of Moncton. 
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Appendix II 


ANALYSIS OF TOTAL INCOME AND EARNINGS FROM TRANSPORTATION 
EMPLOYMENT IN COUNTIES OF WESTMORLAND, 
ALBERT AND KENT 1965 


Total Income Wages & Salaries 
$ (000) $ (000) 

1; “Westmorland: County =-eeneiee =>. 118,120 104,147 
Aibest County) 2s. vee. eee ieee 14,321 12,643 
FSOTIL, ctehe ow.e os ace Gees. S & oats 10,708 9,584 

$ 143,149 $ 126,374 
Source: Canada Taxation Statistics 1965. 
2. Wages & Salaries from Transportation 


Bimployment slOGoa wk Was. + Pik 20, 10a" 
Source: Transportation Employers incl. CNR, 
3. Percentage of Total Wages & Salaries 

earned in Transportation employ- 


ment in Counties of Westmorland, 
Albert and Kent—1965 .......... 22.3% 


* Does not include certain Executive Salaries impossible to estimate. 
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APPENDIX A-72 


SUBMISSION OF THE MARITIMES 
TRANSPORTATION COMMISSION 
TO THE STANDING COMMITTEE 
ON TRANSPORT AND 
COMMUNICATIONS RESPECTING 
ATLANTIC PROVINCES 
TRANSPORTATION PROBLEMS 


Introduction 


1. The Maritimes Transportation Commis- 
sion welcomes this opportunity of presenting 
its views to the Standing Committee on Trans- 
port and Communications. This Commission 
has appeared before your Committee on two 
previous occasions so that some of your mem- 
bers will be aware that the Commission is 
authorized and supported by the Govern- 
ments of the Provinces of Nova Scotia, New 
Brunswick, Prince Edward Island and New- 
foundland and Labrador. The Commission is 
affiliated with the Maritime Provinces Board 
of Trade and the Newfoundland Board of 
Trade. It will be readily understood by the 
Committee that with the limited time availa- 
ble between the adoption of the Government 
motion on January 31 containing your terms 
of reference and the publication of your itin- 
erary it is not possible in this submission to 
cover all areas of concern or any particular 
area adequately. 


Terms of Reference 


2. Some general comments respecting the 
terms of reference of the Committee’s inquiry 
seems appropriate. 


3. The terms of reference state, in part, 
‘...and recommend what measure should be 
initiated in order that the national transporta- 
tion policy may be as fully implemented as 
possible in the Atlantic Provinces.” The 
national transportation policy is contained in 
Section 1 of the National Transportation Act. 
Stated simply, the national transportation 
policy calls for the operation of the transpor- 
tation system along straight businesslike 
lines largely under the control of the free 
operation of inter-modal competitive forces. 


. 


4, Because of historic, geographic and eco- 
nomic factors pertaining to transportation as 
it relates to the Atlantic Provinces the full 
implementation of the national transportation 
policy without at the same time the provision 
of adequate national policy measures 
designed to overcome the region’s transporta- 
tion disadvantages would be _ entirely 
unacceptable. 


5. The terms of reference require the Com- 
mittee to make recommendations concerning 
“,..alternative methods of assisting transpor- 
tation in the Atlantic Provinces ...” (in addi- 
tion to the Maritime Freight Rates Act or in 
substitution therefor in whole or in part). 
Since the Maritime Freight Rates Act was 
designed to assist the region’s shippers or, in 
the words of the Royal Commission on Mari- 
time Claims (the “Duncan Commission”), 
“Maritime merchants, traders and manufac- 
turers”, the methods of assisting transporta- 
tion in the Atlantic Provinces as referred to 
in the terms of reference must be construed 
as meaning assistance to shippers, rather than 
assistance to carriers. 


6. The final comment concerning the terms 
of reference pertains to the phrase “...with 
the purpose that maximum benefits be 
obtained by the Atlantic Provinces from the 
expenditure being made’. (emphasis supplied) 
This Commission fully endorses the merits of 
this aim. At the same time, however, it is 
submitted that these words should not be con- 
strued as restricting the Committee in any 
way from recommending new or improved 
methods of transportation assistance to the 
region simply because the cost of the assist- 
ance exceeds the present expenditure. In this 
respect, it is submitted that the expenditure 
under the Maritime Freight Rates Act, for 
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example, bears no direct relationship to the 
assistance that may be required to effectively 
overcome the transportation disadvantages of 
the region. Furthermore, as will become 
apparent from the section of this submission 
dealing with the Maritime Freight Rates Act, 
the expenditure under that Act is only inci- 
dental to the intent or objective of the Act. 


Atlantic Provinces Transportation Study 


7. The terms of reference of your Commit- 
tee require it, among other things, to take 
into account the conclusions and recommen- 
dations of the Atlantic Provinces Transporta- 
tion Study, January 1967, Volumes 1 to 12, 
prepared by the Economist Intelligence Unit 
Limited of London, England and released to 
the public on May 30, 1987. As the Committee 
knows the Atlantic Provinces Transportation 
Study (Economist Intelligence Unit Report) 
consists of some 1174 pages and it is no easy 
task to state in brief form a position on the 
report as a whole. Generally speaking, it can 
be said that the report did not live up to the 
expectations of the region. This implies no 
criticism of the professional capabilities of the 
consultants. The diagnosis of the region’s 
transportation situation is in many instances 
one of some depth, but the report is frequently 
lacking in positive solutions to overcome the 
region’s transportation handicap. While it is 
true that it points to general solutions it fails 
to be specific enough to enable positive action 
to be taken in most instances. 


8. For example, its conclusions respecting 
the effects of the National Transportation Act 
on this region would appear most valid, but it 
fails to spell out practical ways and means of 
off-setting these effects. Or its assessment of 
the Atlantic port problems is inadequate and 
certainly lacking in a positive approach to a 
solution. Or again, its suggestion of increased 
ferry fares to and from Newfoundland to 
encourage competition from private ferry 
operators is wholly unrealistic. At the same 
time its comments on federal government and 
railway policy respecting the provision of 
facilities for highway transports and the rates 
charged thereon on this ferry service are 
largely valid. On a positive note again, its 
diagnosis of the Maritime Freight Rates Act, 
while not fully acceptable, can form a basis 
upon which to build a positive transportation 
policy for the region. The report’s suggestion 
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that transport costs have been over-empha- 
Sized by the region indicates, in this Commis- 
Sion’s view, a failure to understand fully the 
effects that transportation in its broadest 
sense has on the industrial development of 
the region. 


9. The foregoing is not intended to be an 
exhaustive or complete assessment of the 
report. Because of the mixture of “sood” and 
“bad” in the report it is not easy to assess the 
full impact that the conclusions and recom- 
mendations of the E.I.U. Report could have 
on the Atlantic region. The effect would 
depend upon whether the federal government 
adopts practical policies to implement the 
“good” proposals and the extent to which the 
“bad” proposals are rejected by the federal 
government. In any event, it is obvious to 
this Commission that positive policies which 
may or may not have been fully covered in 
the report must be implemented to meet the 
region’s needs. 


10. As the Committee is no doubt aware 
the Minister of Transport has asked the At- 
lantic Premiers and the Maritimes Transpor- 
tation Commission for proposals respecting 
national policy for transportation for the At- 
lantic region. The Governments of the Atlan- 
tic Provinces and the Maritimes Transporta- 
tion Commission welcomes this approach by 
the Minister and the next section of this brief 
outlines the steps that have been taken to 
place before the federal government positive 
proposals respecting the transportation needs 
of this region of Canada. 


Atlantic Provinces Task Force on Transporta- 
tion 


11. The Governments of the Atlantic Prov- 
inces in conjunction with the Maritimes 
Transportation Commission recently formed a 
task force or working group for the purpose of 
formulating a positive regional transportation 
policy. This undertaking is presently under- 
way and will be completed in the shortest 
possible time. This approach to the region’s 
transportation problems should in no respect 
be interpreted as being in conflict with the 
work of your Committee. Indeed, it is 
respectfully suggested that the Committee 
withhold its final report pending completion 
of the work of the task force so that the 
combined efforts of the two will be compli- 
mentary thus providing maximum benefit for 
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the Atlantic Provinces. The Minister of Trans- 
port in asking the Atlantic Premiers for 
their views respecting a regional transporta- 
tion policy, no doubt had in mind that such 
views would be complimentary to the work of 
your Committee. 


12. As a result of the Minister’s request and 
the formation of the task force the Maritimes 
Transportation Commission is not in a posi- 
tion at this time to place before you recom- 
mendations of a policy nature respecting 
regional transportation. At the same time, 
however, it was felt that your Committee 
would wish at least to have brought before it 
by this Commission a brief outline of several 
transportation matters of importance which 
require remedial action to overcome the trans- 
portation handicap of the region. 


Maritime Freight Rates Act 


13. The Maritime Freight Rates Act is, of 
course, the cornerstone of national policy 
respecting transportation for Atlantic Canada. 
The intent and objective of the Act and the 
obligation accepted by the Federal Govern- 
ment is as sacred to the Atlantic Provinces as 
are the Crows Nest Pass rates to Western 
Canada. 


14. Because of its importance to the whole 
transportation situation in Atlantic Canada, 
and because both the spirit of the Act and its 
workings are frequently misunderstood by 
people both within and outside the region, it 
is felt desirable to review at some length the 
events leading up to the passage of the Act in 
1927 and its operation since then. 


15. Before doing so it might be appropriate 
to note that the MacPherson Commission 
strongly recommended that a clear distinction 
be made between national transportation poli- 
cy and national policy. It cited the use of 
transportation to achieve national policy or 
public policy objectives as one reason for the 
problems of the railways. The Royal Commis- 
sion recommended a clear distinction be 
drawn between these two policies in the 
future. The National Transportation Act, 
while beginning with a definition of national 
transportation policy, does contain a mixture 
of national transportation policy and national 
or public policy. 


16. In the early days of Canada, transporta- 
tion was certainly used as an economic devel- 
opment tool and as an instrument of public 
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policy. The building of the Intercolonial Rail- 
way and the rate level established thereon 
were designed to unite physically and 
economically the Canadas with the Maritimes. 
The Canadian Pacific Railway line and the 
agreement in respect of export grain rates 
were, likewise, designed to unite physically 
and economically the vast prairie lands and 
British Columbia to the rest of Canada. 


17. From Appendix 1 attached to this brief 
it is graphically evident that the rates on the 
Intercolonial Railway were lower than else- 
where in Canada. While a more detailed anal- 
ysis of the Intercolonial rate structure might 
be desirable, it is doubtful that it would fur- 
ther clarify significantly the main policy con- 
siderations in regard to the rates on the line. 
Rates were lower mile for mile than else- 
where as a result of direct Government 
policy. 


18. This generally similar but lower level of 
rates on the Intercolonial continued into the 
first decade of this century subject to only 
minor changes and revisions. Around 1912, 
however, the first signs of upward revision in 
the rates on the Intercolonial as compared to 
those in Quebec-Ontario appeared. The 
trend became particularly noticeable as a 
result of the general rate increases authorized 
by the Board of Railway Commissioners 
between 1916 and 1922 when rates on the 
Canadian Government Railways, including 
the Intercolonial, though not subject to the 
jurisdiction of the Board, were, for all 
practical purposes, treated as though they 
were, their basis in historical fact and prom- 
ise as interpreted prior to 1912 being either 
overlooked or deliberately ignored. While the 
reasons for this upward revision of rates on 
the Intercolonial are not easily defined, it 
appears that a combination of factors were at 
work: Rate increases on other railways, Gov- 
ernment directives, and an attempt by the 
management of the Intercolonial to operate 
the line on a commercial basis. Whatever the 
reason, it was directly contrary to the policy 
which had been in force prior to 1912. 


19. This “levelling-up” process was com- 
pleted by 1923 when the Intercolonial became 
part of the Canadian National Railways Sys- 
tem and thus subject to the jurisdiction of the 
Board of Railway Commissioners. At that 
time rates on the Intercolonial had reached 
the level of those in Ontario-Quebec and 
their intended lower basis had completely 
disappeared. 
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20. This state of affairs, coupled with 
depressed conditions in trade and agriculture, 
caused considerable agitation in the Mari- 
times. There was general dissatisfaction with 
the effects of the National Policy on the 
region, particularly with the failure to devel- 
op traffic through the ports of Halifax and 
Saint John and the loss of the region’s favour- 
able freight rates. Order-in-Council P.C. 505, 
dated April 7, 1926, was issued, instructing a 
special Commission to undertake a complete 
investigation into the entire matter. Known as 
the Royal Commission on Maritime Claims, 
the Commission made its report later that 
year. 


21. Regarding the alleged reversal of 
national policy with respect to the construc- 
tion and operation of the Intercolonial Rail- 
way, the Royal Commission on Maritime 
Claims (hereinafter referred to as the Duncan 
Commission) stated at page 21 in its report 
dated September 23, 1926: 


Rate structure of Intercolonial Railway 

The Intercolonial Railway was complet- 
ed in 1876, and it would appear from the 
evidence we have received that from 
then until 1912 the interests of the Mari- 
time Provinces were fairly well safe- 
guarded, the freight rate structure being 
such as to take into account the require- 
ments of their traffic. The lower level of 
rates that prevailed on the Intercolonial 
Railway system prior to 1912 is, in our 
view, rightly to be interpreted as the 
fulfillment by successive governments of 
the policy and pledges that surrounded 
the railway from its inception, whatever 
impressions may have been created by 
the form of its administration. 

Since 1912, changes have taken place in 
the framework of the rate structure, and 
increases have been added to the freight 
rates. The combined effect of these has 
been to impose upon the merchandise and 
industry of the Maritimes, a burden 
which, it is alleged, is quite out of pro- 
portion to the increase which has been 
added since 1912 to the freight structure 
in other parts of Canada, although it 
may, in many cases, only have raised 
Intercolonial Railway rates to the same 
level of scaie as rates in other places. 

The net result of these changes is 
broadly shown by the figures given in 
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evidence by the Railway administration 
who, at our request, furnished us with 
statistics to show the position now as 
compared with 1912 for the Intercolonial 
Railway and for the rest of Canada. 
These figures reveal that Intercolonial 
rates have suffered an estimated cumula- 
tive increase of 92 per cent (i.e., their 100 
has become 192). The estimated average 
increase of rates for the rest of Canada is 
55 per cent (i.e., their 100 has become 
T53y. 


Effect of Changes in Rate Structure on 

Maritimes. 

The Maritimes case on railway rates 
was put to us in very considerable detail. 
The railway Commission is at the present 
time dealing with these same details, and 
we have not formed any opinion on these 
matters so far as a judgment on their 
merits would involve consideration of 
railway administration and policy. On the 
broader question, however, of the inci- 
dence of the existing rates as a whole 
upon industry and employment in the 
Maritimes, we have come very definitely 
to the conclusion that the rate structure 
as it has been altered since 1912 has 
placed upon the trade and commerce of 
the Maritime Provinces, (a) a burden 
which, as we have read the pronounce- 
ments and obligations undertaken at 
Confederation, it was never intended it 
should bear, and (b) a burden which is, 
in fact, responsible in very considerable 
measure for depressing abnormally in the 
Maritimes today business and enterprise 
which had originated and developed 
before 1912 on the basis and faith of the 
rate structure as it then stood.” 


22. Another paragraph of the Duncan Com- 
mission report which should be quoted here is 
as follows: 

“We think that this broad measuring, 
once and for all, of these considerations 
has such decided advantages that it 
should not be qualified or delayed by 
minor criticism. It separates completely 
considerations of national public policy 
from considerations of railway policy 
proper. It restores the original purposes 
of the Intercolonial Railway as interpret- 
ed by the freight structure prior to 1912, 
without withdrawing it from the con- 
solidated system of National railways, a 
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step which we think would be retrograde, 
and, in the end, very unsatisfactory. The 
cost of the reduction is a matter that can 
be measured definitely and conclusively 
for each financial period without any 
complication or confusion to the financial 
operations of the consolidated system,—a 
feature that, in our view, is almost as 
important as the avoidance of complica- 
tion in the practical operations of the sys- 
tem.” (Page 23) 


23. In this paragraph we see the Duncan 
Commission suggesting a separation of “na- 
tional public policy” from “railway policy” or 
now national transportation policy. 


24. The Maritimes Transportation Commis- 
sion believes that this paragraph of the Dun- 
can report has often been subject to misinter- 
pretations and consequent misunderstandings. 
The words “once and for all” have been 
interpreted by some as the reduction recom- 
mended by the Duncan Commission being the 
“once and for all” obligation to be accepted 
by the federal government. The Maritimes 
Transportation Commission does not sub- 
scribe to this position. It views the recom- 
mendation of a 20 per cent reduction which 
resulted from the broad measuring as only 
the amount of reduction required at that par- 
ticular point in time to restore the relative 
position of Maritime rates vis-a-vis rates else- 
where in Canada. If the Duncan Commission 
had found that a different amount of reduc- 
tion was required to restore the relative posi- 
tion of Maritime rates it would no doubt have 
so recommended. In examining the objective 
of the Act the percentage reduction is not the 
pertinent consideration. The pertinent consid- 
eration is “why” the Duncan Commission 
recommended any reduction in the first place. 


25. From the paragraphs of its report quot- 
ed above it is obvious that the Duncan Com- 
mission was attempting to confirm and 
restore the obligation of the federal govern- 
ment to provide a lower level of rates on 
Atlantic Provinces traffic as compared to 
rates elsewhere in Canada—the obligation 
that was first expressed by the low rate struc- 
ture of the Intercolonial Railway. 


26. In the enactment of the Maritime 
Freight Rates Act in 1927 Parliament was 
attempting to restore the position of Maritime 
rates relative to rates elsewhere in Canada. 
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By the inclusion of Section 7 in the Act it is 
reasonable to assume that Parliament wished 
to ensure that ‘‘once and for all” the develop- 
ments which tock place between 1912 and 
1926 did not reoccur. For ready reference 
Section 7 of the Maritime Freight Rates Act is 
quoted below. 

“7. The purpose of this Act is to give 
certain statutory advantages in rates to 
persons and industries in the three Prov- 
inces of New Brunswick, Nova Scotia and 
Prince Edward Island, and in addition 
upon the lines in the Province of Quebec 
mentioned in section 2, together hereinaf- 
ter called “select territory”, accordingly 
the Board shall not approve nor allow any 
tariffs that may destroy or prejudicially 
affect such advantages in favour of per- 
sons or industries located elsewhere than 
in such select territory. R.S., c 79, s. 8. 


27. Developments since 1927 have had the 
effect of recreating the distortion which the 
Duncan Commission’s recommendation cor- 
rected for the earlier period and which Sec- 
tion 7 was intended to prevent in the subse- 
quent period. The developments referred to 
are the lowering of rates to meet inter-modal 
competition or the non-application of the full 
authorized rate increases, or both, on traffic 
outside “select territory”, principally in On- 
tario and Quebec. Because of the greater dis- 
tances involved, Atlantic Provinces traffic did 
not benefit to the same degree from competi- 
tive rate reductions and by the same measure 
it was unable to escape to the same extent the 
full application of the post war rate increases. 


28. In its supplemental submission to the 
Standing Committee on Railways, Canals and 
Telegraph Lines during its examination of 
Bill C-120 of the Second Session of the 
Twenty-sixth Parliament, the Maritimes 
Transportation Commission submitted that in 
fact the relative advantage intended to be 
given to shippers from the “select territory” 
by Section 7 has in practice, and in the com- 
petitive environment which has developed 
since 1927, proven to be illusory in light of 
the judgments in Province of Nova Scotia et 
al—Maritime Freight Rates Act—Tariffs (1936) 
44 Canadian Railway Cases 289 and on appeal 
to the Supreme Court of Canada (1937) 46 
Canadian Railway Cases 161 (the so-called 
“Potato Case’’). It is not intended to repeat in 


March 7, 1968 


full the submission made to the Parliamen- 
tary Committee at that time. It is sufficient to 
refer to one paragraph of that supplemental 
submission, namely: 
“It is therefore quite unrealistic to say 
that the Atlantic provinces shipper has 
any effective means of invoking Section 7 
to overcome the effect on him of competi- 
tive tariffs established outside the select 
territory by the railways to meet truck 
competition.” (Standing Committee on 
Railways, Canals and Telegraph Lines, 
Minutes of Proceedings and Evidence, 
March 30, 1965, No. 19, p. 1068). 


29. The relative advantage intended for 
persons and industries in the Maritimes has 
therefore not been maintained and the intent 
of Section 7 has been thwarted. Appendices 2 
to 5 graphically illustrate this effect. 


30. In short the mechanics of the Act have 
been unable in the competitive situation of 
today to maintain the intent of the Act. The 
failure of the mechanics of the Act to main- 
tain its intent does not imply that the intent 
of the Act is no longer valid. On the contrary 
it is submitted that the primary objective of 
your Committee is to reiterate and reaffirm 
the objective of the Maritime Freight Rates 
Act, namely, to provide and maintain a statu- 
tory advantage in rates for shippers in “select 
territory” relative to shippers elsewhere in 
Canada. The Economist Intelligence Unit 
report stated it as follows at page v of 
Volume V: 


“The objective of the Act was the fulfil- 
ment of the obligation, dating back to 
Confederation, ‘to afford to Maritime 
merchants, traders and manufacturers 
the larger market of the whole Canadian 
people instead of the restricted market of 
the Maritimes themselves.’ ® The means 
by which this objective was to be 
achieved was by the creation and mainte- 
nance of a statutory rate advantage to 
shippers in an area designated as ‘select 
territory’ on certain movements defined 
as ‘preferred movements’...” 


31. It is the submission of this Commission 
that Parliament intended by the Maritime 
Freight Rates Act that the Atlantic Provinces’ 
Overall effective rate level and specific rates 
would not again be subject to greater 


© Preamble to the Maritime Freight Rates Act 
(17 George V, CH. 44) 
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increases than elsewhere in Canada. Through 
the so-called “Potato Case” it became appar- 
ent that the safeguards that Parliament 
intended in this respect were not fully effec- 
tive. This does not imply that the Act is total- 
ly ineffective. To repeat, it simply does not in 
today’s transportation climate achieve its 
intended objective. 


32. Any revision to the Maritime Freight 
Rates Act must, at least, encompass the prin- 
ciple that the Atlantic Provinces will have a 
statutory rate advantage in relation to the 
rest of Canada. This statutory rate advantage 
is not merely the percentage reduction recom- 
mended by the Duncan Commission. A second 
principle which any revision must encompass 
is the payment of transportation assistance to 
all carriers or to shippers to remove the dis- 
criminatory features of the present Act where 
the assistance is paid only on rail traffic. This 
would encourage increased competition there- 
by contributing to bringing about a lower 
rate level. 


33. Another comment pertinent to the Act 
is the Economist Intelligence Unit statement 
that the Act “was not a measure aimed at 
developing the Maritime economy” (Page ii, 
Volume V). The portions of the Duncan Com- 
mission quoted above certainly indicate that 
that Commission had economic consideration 
in mind. Again the Duncan Commission said 
at page 22 of its report that—“‘‘The situation is 
one that can only be dealt with in a broad 
spirit, and one that for the economic welfare 
of the Maritimes must be met without delay.” 
(Emphasis supplied) Regardless of whether 
Parliament intended the Act to be an econom- 
ic development measure, it has in fact con- 
tributed to the economic development of the 
region. This Commission can only reiterate its 
submission to the MacPherson Commission 
when it said “...transportation has a signifi- 
cant role to play in raising the economy of 
the Atlantic Region to the level of the other 
regions of Canada.” (Transcript of Evidence, 
The Royal Commission on Transportation, 
September 12, 1960, Volume 83, p. 14426). 


34. In concluding this section of this sub- 
mission, your Committee can be assured that 
the task force has already begun its work of 
developing as promptly as possible suitable 
revisions to the Act so that it might be truly 
effective in the years ahead. 
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National Transportation Act 


35. The views of the Maritimes Transporta- 
tion Commission in respect of Bill C-231 
which became the National Transportation 
Act were placed before the Standing Commit- 
tee on Transport and Communications on 
November 10, 1966. At that time this Commis- 
sion stressed that the basing of rail rates on 
cost and hence relating them directly to rail 
distance would be a direct reversal of previ- 
ous government policy which had been aimed 
at reducing the effect of distance in Atlantic 
rates. The Economist Intelligence Unit fully 
agreed with this position. 


36. Your Committee’s terms of reference 
require it to recommend measures so “that 
the national transportation policy may be as 
fully implemented as possible in the Atlantic 
Provinces.” Because of your direction in this 
regard, it may be helpful to your Committee 
to have quoted herein pertinent paragraphs 
from Volume 5 of the Economist Intelligence 
Unit’s report which have a bearing on this 
particular point. 

“Finally, when the national freight 
rates policy was declared in 1951, the 
Atlantic Provinces were exempted from 
the national policy. This was the equali- 
sation of freight rates policy which was 
effected on class rates in 1955. As a result 
of equalisation, the position of the Atlan- 
tic Provinces vis-a-vis the rest of Canada 
with regard to class rates improved. By 
excluding the Atlantic Provinces from 
equalisation, the government effectively 
prevented the considerable rise in freight 
rates which would have resulted in the 
region. 

Thus it can be argued that the Atlantic 
Provinces have never been included in 
national transport policy and have always 
been accorded special treatment and 
concessions aimed at reducing the effect 
of their isolation from the major Canadi- 
an markets. There can be little doubt 
that, in the past, this has been true and 
that railway rates to and from the Atlan- 
tic Provinces have not reflected the dis- 
tance of the long haul involved. 

Under the policy proposed in the Na- 
tional Transportation Bill it is quite pos- 
sible that this situation will change. The 
Transport Policy embodied in the Bill 
lays stress upon the use of the forces of 
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competition as the means for eeffcting the 
optimum allocation of transport 
resources. Under increasing competition, 
the price of transport services should 
increasingly reflect the cost of providing 
those services. Under these conditions, 
the cost of the long haul to and from the 
Atlantic Provinces should be reflected in 
the rate structure; this is a reversal of 
previous government policy which has 
been aimed at reducing the effect of dis- 
tance in Atlantic rates. If the rate struc- 
ture gradually evolves so that it does 
reflect the cost of the long haul to central 
Canada the implications are clearly that 
the general level of rates in the Atlantic 
Provinces will rise, that the Maritime 
Freight Rates Act will become even more 
impotent in maintaining a rate advantage 
for the Maritime shipper, and _ that 
increased revenues under the present 
subsidy system will result in an increased 
subsidy to the railways.” (Emphasis sup- 
plied) (Pages 132-3). 


37. This section confirms the concern of the 
Maritimes Transportation Commission over 
the reversal of Government policy and the 
full implementation of national transportation 
policy in the Atlantic Provinces. The state- 
ment that the Maritime Freight Rates Act 
Gmplied as presently written) will become 
even more impotent in maintaining a rate 
advantage for the Maritime shipper empha- 
sizes the need for revision in the Act to 
restore its original intent and objective. Be- 
cause the situation is so obvious, little further 
elaboration would appear to be required here. 
It should be noted, however, that the Mari- 
time Freight Rates Act does not apply on 
eastbound movements and the relating of 
rates to railway costs on such traffic can also 
adversely affect the region particularly for 
those companies who are dependent upon raw 
materials from sources outside the Atlantic 
Provinces. 


Newfoundland Terms of Union 


38. Another statutory obligation undertaken 
by the federal government in respect of tran- 
sportation in the Atlantic Provinces is the 
Terms of Union between Newfoundland and 
Canada. } 
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39. Term 32 of the Terms of Union between 
Canada and Newfoundland reads as follows: 

*(1) Canada will maintain in accord- 
ance with the traffic offering a freight 
and passenger steamship service between 
North Sydney and Port aux Basques, 
which, on completion of a motor highway 
betwen Corner Brook and Port aux 
Basques, will include suitable provision 
for the carriage of motor vehicles. 

(2) For the purpose of railway rate 
regulation the Island of Newfoundland 
will be included in the Maritime region 
of Canada, and through-traffic moving 
between North Sydney and Port aux 
Basques will be treated as all-rail traffic. 

(3) All legislation of the Parliament of 
Canada providing for special rates on 
traffic moving within, into or out of, the 
Maritime region will, as far as appropri- 
ate, be made applicable to the Island of 
Newfoundland.” 


40. In the so-called “Newfoundland Rates 
Case? M61" Rir.G: -353/"0f 1951) these terms 
were dealt with at some length by the Board 
of Transport Commissioners. Preliminary to 
interpreting the precise meaning of these 
terms in relation to the then existing railway 
rate structure, the Board observed “...that 
the Terms of Union, although to be consid- 
ered by us for purposes of interpretation as 
an Act of Parliament have the additional pres- 
tige of being the written expression of agree- 
ment between two sovereign Governments.” 


_ 41. With respect to subsection (2) of Term 
32 the Assistant Chief Commissioner of the 
Board stated “In my opinion they (words con- 
tained in subsection (2)) must then mean that 
notwithstanding certain dissimilar, disadvan- 
tageous circumstances and conditions pertain- 
ing to Newfoundland, this Province is to be 
included ratewise in the Maritime region on a 
general level of rates similar to the other 
Maritime Provinces. If this is so, and to that 
extent, as a Special Act, the Terms of Union 
take precedence over any provisions of the 
Railway Act to the contrary...” (Emphasis 
supplied) 


42. The circumstances and conditions per- 
taining to Newfoundland are indeed dissimi- 
lar and disadvantageous as compared to the 
Maritime mainland. In fact, due to the exist- 
ance of a narrow gauge railway, the imbal- 
ance in the flow of traffic and the nature of 
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the terrain the railway operating costs in 
Newfoundland are among the highest on the 
North American Continent. To illustrate the 
Newfoundland situation, Canadian National 
Railways had this to say: 

“Of the 547 miles from St. John’s to 
Port aux Basques...only 131 miles are 
level track. 

The grades are steeper than those in 
the Rocky Mountains. More than 35 miles 
of track rise at from two to two and a 
half per cent grade, and three more miles 
are even steeper than two and a half per 
cent. 

The sharpest curves on the Canadian 
mainland are six degrees. The Newfound- 
land Area can boast 35 miles of 10 to 12 
degree curves, and nearly a mile of 15 
degree curves. The sharpest curves can 
be found on the steepest grades. 

As one veteran engineman... puts it, 
‘Sometimes you are going uphill and at 
the same time you are going downhill, 
and you can be going round three 
curves all at once’.” (“Keeping Track”, 
July—August 1963, Vol. No. 6, p. 17). 


43. Furthermore, the equated tonnage rat- 
ing for the largest Canadian National locomo- 
tive within Newfoundland ranges from a low 
of 750 tons to 1060 tons Eastbound from Port 
aux Basques to St. John’s. On the other hand, 
a locomotive of approximate equal tractive 
capacity on the mainland has an equated ton- 
nage rating ranging from 1370 tons to 4,000 
tons eastbound from Joffre, P.Q. to Sydney, 
N.S. 


44. Recent studies carried out by some of 
the world’s major railways indicate that oper- 
ating costs on rail lines with heavy grades 
and sharp curves can be eight times as high 
as the operating costs on lines with easy 
curves and grades. Canadian National 
confirms that heavy grades have a significant 
effect on their costs. 


45. The MacPherson Royal Commission on 
Transportation found that the C.N.R. incurs 
an annual operating deficit in Newfoundland 
of approximately $6 million per year which is 
included in the overall system operations. 


46. From the standpoint of freight rates the 
C.N.R. has lived up to the Terms of Union 
and the Board’s interpretation thereof by the 
publication of rates for traffic from, to and 
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within Newfoundland on a general level simi- 
lar to the other Maritime Provinces provided 
the rates are compensatory. Because of the 
higher costs associated with moving traffic in 
Newfoundland the situation arises where such 
traffic is called upon to pay a higher level of 
rates than that which exists for moving the 
same traffic over the same distance on the 
Maritime mainland. This is clearly contrary 
to the Terms of Union. 


47. Another area where Newfoundland 
traffic is subject to disproportionately higher 
rates as compared to similar traffic on the 
Maritime mainland is in the provision of so- 
called incentive loading rates, i.e. lower rates 
in return for increased weight per carload. 
Because Newfoundland narrow gauge railway 
equipment is significantly smaller than main- 
land equipment, incentive rate reductions for 
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Newfoundland traffic are limited to the capac- 
ity of the Newfoundland railway cars. In this 
respect, for box car traffic it is common to 
find incentive rates for Maritime mainland 
traffic subject to minimum weight of up to 
100,000 or 120,000 lbs., whereas for the same 
traffic in Newfoundland incentive rates would 
be limited to a minimum weight of approxi- 
mately 60,000 lbs. The result is, of course, 
that Newfoundland traffic pays a higher level 
of rates than similar traffic on the Maritime 
mainland. If, in this case, the situation is not 
actually in violation of the Terms of Union 
due to the physical limitations of the New- 
foundland railway equipment, the result is 
certainly contrary to the spirit of those terms. 


48. To illustrate the situations outlined in 
paragraphs 44 and 45 the Committee’s atten- 
tion is directed to the following rail rates: 


CARLOAD RAIL RATES ON FISH MEAL 


From Lo 
INGPED SMC YN tie... conus yi kehs iat CE TUPOcsIN thoaet ete 
Stephenville Crossing, Nfld......... Sydhey NS: 
SLOT Me ae a aes ge Oe Sussex Nabe ca 


Minimum wits. In thousands of lbs. 


Rail 
Miles 50 60 80 100 
(Rates in cents per 100 lbs.) 
msc & 215 37 35 33 32 
<a 218 47 45 = — 
eee 235 37 35 33 32 


Tarirr AUTHORITY—CN Rys. Tariff CM 73-4, CTC(F)E.4157 


Nore—The rates from Stephenville Crossing to Sydney, N.S. have not yet been published but were quoted by 
Canadian National Railways on February 7, 1968 subject to shippers acceptance and tariff publication. 


49. It is clear from this example that, 
despite the Terms of Union, the railway is 
asking—because of its operating costs and the 
compensatory clause in the National Tran- 
sportation Act—the Newfoundland traffic pay 
10 cents per 100 lbs. or from 27 to 28 per cent 
more for equal minimum weights for approx- 
imately the same mileage as Maritime main- 
land traffic. A further disadvantage to the 
Newfoundland traffic which is apparent from 
this example is the lower rates for minimum 
weights of 80,000 and 100,000 lbs. on the 
Maritime mainland which are not available to 
the Newfoundland traffic. 


50. These problems associated with the 
unique conditions pertaining to railway oper- 
ations in Newfoundland were recognized in 


the Economist Intelligence Unit report. In this 
respect the Committee’s attention is directed 
to Volume V at pages 114 and 115 and particu- 
larly the passages quoted below: 


“...under the Terms of Union and the 
Board of Transport Commissioners’ deci- 
sion in the Newfoundland Rates Case the 
railways must maintain the rates in New- 
foundland at the same level as that in the 
Maritime Provinces. If this level is non- 
compensatory for Newfoundland there is 
a clear contradiction which must be 
resolved between the Terms of Union and 
the proposed minimum rate regulations 
in the National Transportation Bill. 


If a compensatory rate level is to be 
introduced in Newfoundland it is clear 
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that an appreciable increase in rates 
should be expected. Newfoundland is one 
of the areas of Canada where there is 
still some degree of monopoly by the rail- 
ways and a general increase in rates 
would probably be relatively easy to 
impose. But the island’s economy is based 
on primary industry for which transport 
costs are much more significant than for 
secondary manufacturing industry. There 
is thus a real danger that any appreciable 
rise in freight rates in Newfoundland 
might have unfortunate effects on the 
Province’s fledgling economy. In any case, 
to raise the level of rates in Newfound- 
land above that existing in the Maritimes 
would be contrary to the Terms of 
Union.” 


51. Section 326(6) of the Railway Act 
specifically mentions Term 32 of the Terms of 
Union of Newfoundland with Canada as tak- 


ing precedence over any provisions of the 


Railway Act. However, this by itself is not 
sufficient to enable Newfoundland to receive 
the benefits intended by Term 32 as interpret- 


ed by the Board of Transport Commissioners. 


This is obvious from the rate example men- 
tioned earlier. 


52. It is obvious from the foregoing that 
without the establishment of the necessary 


- machinery to give effect to Term 32 in the 


rate structure applying from, to and within 
Newfoundland the intended benefits of the 


Terms of Union will be further abrogated. 
_ This is another area where the task force can 


be expected to devote its attention in the 
formulation of a regional transportation 
policy. 


Non-Carload Rates 


53. The Committee is no doubt aware from 
the debates and questions in the House of 
Commons and from submissions it has 
already received that the Atlantic Provinces 
were faced with the most radical rate revi- 
sion in years when on September 5, 1967 the 
railways introduced a new rate structure for 
non-carload shipments. 


54. Submissions were made to Transport 
Minister Hellyer by the Atlantic Provinces’ 
Premiers and the Maritimes Transportation 
Commission on this subject on December 13, 
1967. It is expected that your Committee will 
receive representations on this subject from 
shippers and receivers and other public 
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bodies during the course of your Atlantic 
Provinces’ hearing. It is not intended there- 
fore to refer to this matter in detail, but 
simply direct your attention to Appendix 6 
which is the brief submitted to the Honoura- 
ble Paul T. Hellyer on December 13, 1967. 
The Commission takes the position in that 
brief that the new non-carload rates fall most 
heavily on the Atlantic Provinces. In sum- 
mary it seeks four specific steps by the gov- 
ernment and the railways, namely: 


“1, that the reduction in intra-Maritime 


rates referred to in your announcement 
of November 9 be implemented at once; 


2. that the railways be required to 
withhold their application to cancel the 
existing less than carload freight rates, at 
least until a new regional transportation 
policy is developed and implemented; 

3. that the so-called density rule be 
reduced from one cubic foot equalling ten 
pounds to one cubic foot equalling five 
pounds; and 

4. that immediate steps be taken to 
extend the Maritime Freight Rates Act 
subsidies to other forms of transport.” 


55. It is appropriate to draw your Commit- 
tee’s attention to the fact that, in the opinion 
of this Commission, it would not have been 
possible for the railways to introduce such a 
radical change in rates except under the free- 
dom given them by the National Transporta- 
tion Act. It is the further opinion of this 
Commission that the railways have paid little 
attention in their non-carload rates to compe- 
tition from other modes of transport in the 
Atlantic Provinces. 


56. It is submitted that were it not for the 
two-year “freeze” on carload non-competitive 
rates provided for by Section 335 of the Na- 
tional Transportation Act, your Committee 
would be receiving submissions from many, 
many more industries concerned over changes 
which are bound to occur in carload rates 
when this freeze expires on March 23, 1969. 
While the following quotation from Volume 
V, Page 128 of Economist Intelligence Unit 
report refers specifically to the system of 
arbitraries which have particular application 
to and from points outside the Atlantic Prov- 
inces, it does illustrate the probable effect of 
the freedom given the railways under the Na- 
tional Transportation Act. 

“It would be possible for them to replace 
the system (of arbitraries) by a rate 
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structure based on mileage and thus abol- 
ish the present advantage of the system 
to the Atlantic Provinces, namely, that it 
does not reflect the long haul between 
hem and central Canada. Such a course 
of action would have wide-spread 
implications in the Atlantic Provinces 
and, under the amended rate regulations, 
the railways would have considerably 
more freedom to carry out such a policy 
than under the previous regulatory 
system.” 


Transportation and Economic Development 


57. As stated earlier the role transportation 
has to play in the economic development of 
Atlantic Canada is significant. 


58. In your Committee’s examination of the 
transportation problems of the area, it may 
be helpful to have a brief summary of some 
of the transportation problems facing Atlantic 
industry which may not be evident without 
great familiarity with the region. 


59. An Atlantic Provinces’ manufacturer 
may have no particular transportation advan- 
tage in the so-called “local” market. For 
example, a Maritime mainland manufacturer 
may find it difficult, if not impossible, to be 
competitive both transportation-wise and 
time-wise in the Newfoundland market. His 
competitors are able to utilize fast steamship 
service from Montreal to Newfoundland dur- 
ing the season of open navigation and to a 
lesser extent year-round to St. John’s at rates 
which are often as low as or lower than from 
the Maritime mainland. The Montreal manu- 
facturer also has available year-round pool 
car service at rates which make it difficult 
for Maritime mainland companies to be com- 
petitive. No similar pool service is available 
to most Maritime shippers because of insuf- 
ficient volume. This does not suggest that 
Newfoundland is not entitled to the low rates 
and fast service but it does stress the fact 
that the Atlantic Provinces population is not 
necessarily a “captive” market for Atlantic 
industry. 


60. It might be expected that Atlantic Prov- 
inces’ manufacturers strategically located at 
seaboard would have advantages in the 
export market. Unfortunately this is not so 
insofar as regular liner trade is concerned— 
the type of steamship service via which 
manufactured products generally move. 
Ocean rates to and from the Atlantic ports 
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are generally the same as ocean rates to and © 


from St. Lawrence ports. In other words, 
ocean rates do not reflect our geographic 
advantage in export markets. Furthermore, 
during that period of the year that the St. 
Lawrence River is open to navigation the At- 
lantic Ports do not have sufficient frequency 
of service to permit the development of 
export trade without routing much of that 
traffic via St. Lawrence at extra transport 
costs. 


61. Even in those instances where the local 
manufacturer may have a_ transportation 
advantage in at least part of the local market, 
that market may not be sufficiently large to 
allow for an economical operation. It is a 
generally well accepted principle that indus- 
try rnust have a local or natural market area 
of sufficient size to cover fixed costs. The 
Atlantic Provinces do not provide in many 
cases a market area of this size. 


62. The Economist Intelligence Unit report 
suggests that transport costs have been over- 
emphasized by the Atlantic Provinces. It indi- 
cates that transport costs are a small part of 
the total costs—“‘commonly around 5 per cent 
of total costs.” (page 91, Volume V). Whatever 
the extra transport costs incurred by an At- 
lantic Provinces’ industry are over those 
incurred by its Central Canadian competitor, 
this means that it has that much less money 
for expansion and modernization, that much 
less money for advertising and research, that 
much less money for salaries and wages and 
that much less money to attract new 
investment. 


63. Expressed another way, it means that if 
the ratio of net earnings to sales is 4.7 per 
cent (the national average for members of the 
Canadian Manufacturers Association in 1966) 
then a company with $10 million in sales 
incurring extra transportation costs of $100,- 
000 would have to increase its sales to $12,- 
128,000 or over 21 per cent to earn the $100,- 


000 of “profit? which it lost because of extra. 


transportation costs—transportation costs 


which its competitor escaped. 


64. The Maritimes Transportation Commis- 
sion is frequently called upon to assist the 
industrial development agencies of the Atlan- 
tic Provinces in their efforts to secure new 
industries for the region. As a result it is 
convinced that if the efforts of all levels of 
Government to attract and retain industry in 
the area particularly mnon-resource based 
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industry, are to be successful, improvements 
in transportation facilities and costs are 
required. Because of the confidential nature 
of the work done by the Maritimes Transpor- 
tation Commission in the industrial develop- 
ment field, it is not possible in this submis- 
sion to reveal the complete details of some of 
its studies. The following examples may be 
helpful. 


65. A company was seriously considering 
locating in one of the Atlantic Provinces as it 
had to expand its facilities. It was considering 
locating either in or near the industrial belt 
stretching along the St. Lawrence or in the 
Atlantic Provinces. The Maritimes Transpor- 
tation Commission was asked by the Industri- 
al Development Agency concerned to assess 
the transportation advantage or disadvantage 
of an Atlantic Provinces’ location, in coopera- 
tion with the company involved. Using three 
of its major markets only and six of its raw 
material sources only, it was determined that 
for it to locate in the Atlantic Provinces it 
would incur transport costs on inbound 
materials amounting to at least 82 per cent 
more than at the alternative location outside 
the region and it would face more than a 27 
per cent transport cost handicap on outbound 
shipments. Since this study was done the rail- 
ways’ new non-carload rates and increasing 
truck rates would further worsen the relative 
position of the Atlantic Provinces location. 
Another company with which this Commis- 
sion has been associated in negotiations with 
the carriers regarding transportation costs 
estimated that a 3 cent per lb. disadvantage 
in transportation charges (which was the 
amount involved in the negotiations) would 
be roughly equal to 20 per cent of its 
anticipated labour costs. 


66. Neither of the above examples take into 
consideration costs associated with other 
facets of distribution, such as, warehousing, 
inventory costs, delays in transit and the very 
real fact of costs in time and dollars for trav- 
el by company personnel. 


General 


67. It is not possible within the time availa- 
ble and could prove somewhat repetitious if 
this submission were to deal with all the 
problems in transportation facing the region. 
Other submissions will cover many of these 
in some detail. 
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68. Ports: The failure of the Atlantic ports 
to hold or improve their relative position 
with other ports is of concern to the Atlantic 
Provinces. A study done for the Atlantic 
Development Board in 1964 revealed that 
increasing navigation on the St. Lawrence 
River during the winter months would inflict 
upon the Atlantic ports and the Atlantic 
economy increasing losses of traffic and lost 
income. Traffic patterns via the Atlantic ports 
since then have confirmed the accuracy of 
that forecast. The adoption of new technology 
such as unit or integral trains, container or 
“Lash” ships or both, coupled with the “Land 
Bridge” concept, may promise some future 
for these ports. If so such developments must 
proceed with haste in order not to lose the 
race for this traffic to United States interests 
and ports. 


69. Railway Line: Some improvement in the 
grades and curves and possibly some shorten- 
ing of the railway line would reduce the cost 
of transportation thereby reducing the need 
for subsidies. Or likewise the unit or integral 
train concept may help overcome the geo- 
graphical handicap in reaching Canadian 
markets as the operation of such train can 
materially reduce unit costs. 


70. Highways: Continued improvement in 
highways is required. But let it be clearly 
stated that the degree of industrial develop- 
ment, the concentration or lack of concentra- 
tion of population, the nature of the region’s 
industrial development, the distance over 
which transport services are required, the 
level of fuel taxes, the delays caused by fer- 
ries and the circuity of the highway stemming 
from the indentations of the sea all reduce 
the effectiveness of highway competition. 


71. Ferries: Little needs to be said about 
the need for adequate ferry services connect- 
ing the two island Provinces of Canada to the 
mainland. Until a permanent and suitable 
crossing connects Prince Edward Island to the 
mainland it will continue to require ferry ser- 
vice to meet the increasing flow of people and 
goods to and from that Province. Not only 
must the service be adequate but fares must 
be kept at levels which do not unduly penal- 
ize the citizens of those Provinces. The Com- 
mittee is well aware of the need for improved 
service on the Digby-Saint John route. The 
fare structure, capacity and frequency of sail- 
ings on the Yarmouth-Bar Harbour route is 
alleged to be the cause of Western Nova 
Scotia receiving no benefit in truck rates 
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from this shorter route to and from New Eng- 
land. The need for additional ferries on the 
North Sydney-Port aux Basques route was 
clearly set out in the Economist Intelligence 
Unit report. 


72. Air Services: Having travelled through- 
out the region your Committee will be aware 
of the need for efficient, regular and conven- 
ient air services for the movement of people 
and goods. Labrador is particularly dependent 
upon air services for the movement of goods 
and people. The role of the regional air carri- 
er and the implementation of the long await- 
ed regional air policy is, indeed, of impor- 
tance to this part of Canada, and Newfound- 
land and Labrador in particular. 


73. These areas are ones to which it can be 
expected that the regional task force will 
devote some attention in its formulation of a 
proposed regional transport policy. 


Conclusion 


74. The Maritimes Transportation Commis- 
sion hopes that the outline of the background 
of some of the region’s transportation prob- 
lems, which of necessity had to be brief, will 
be beneficial to your Committee in its 
deliberations. 
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75. In view of the task force approach © 


being taken by the region to assist in the 
formulation of national policies on transporta- 
tion for the Atlantic Provinces, it is obvious 


that this work cannot be completed during — 
this session of Parliament. It is essential, 


therefore, that the work started by your 
Committee be carried on by the reconstituted 
Standing Committee on Transport and Com- 
munications during the next 
Parliament. 


76. While it is realized by this Commission 


that the formulation of national policies for 
any region of Canada falls within the sole 


jurisdiction of the Parliament of Canada, it 
was felt that the Federal Government would — 


wish to have the benefit of the views of the 


governments of the region in the development — 


of such policies. It was with this understand- 
ing that the task force approach by the Prov- 
inces was conceived. 


77. All of which is respectfully submitted. 
The Maritimes Transporta- 
tion Commission 


J. M. Crosby 
Chairman 
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PERCENTAGE RELATIONSHIP TOWN TARIFF 
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TO MONTREAL, P.Q@. WITH CORRESPONDING 
BALL PSG: 


Rates In Cents Per 100 Lbs. 
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COMPARISON OF THE CARLOAD RAIL RATES ON CANNED MEAT PRODUCTS 
RATES FROM PORT DOVER, ONT. TO MONTR 
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APPENDIX 6 
IN THE MATTER OF 


RAILWAY NON-CARLOAD 
FREIGHT RATES 


SUBMISSION BY 


THE MARITIMES TRANSPORTATION 
COMMISSION 


ON BEHALF OF 


THE GOVERNMENTS OF THE 
PROVINCES OF 


NOVA SCOTIA, NEW BRUNSWICK 
PRINCE EDWARD ISLAND AND 
NEWFOUNDLAND 


TO THE MINISTER OF TRANSPORT 
THE HONOURABLE 
PAUL T. HELLYER, P.C., MP. 


Ottawa, Ont. 
December 13, 1967 


The Honourable Paul T. Hellyer, 

PLCUMEP: 

Minister of Transport 
Ottawa, Canada 
Sir: 

On September 5, 1967 the Canadian rail- 
ways introduced a new rate structure for 
non-carload shipments. On that date most 
existing express rates were cancelled. Less 
than carload rail rates issued to meet motor 
carrier or water competition were also can- 


celled. Railway cartage service was discon- 


tinued on that date except for shipments car- 
ried at the new non-carload rates. The reac- 
tion of Atlantic Provinces shippers and 
receivers was one of immediate and real con- 
cern. Events since then have not removed nor 
lessened this concern. 


Reasons for Concern: 


| 


1. The Atlantic Provinces originate and ter- 


-minate annually more pounds of less than 


carload freight per capita than other parts of 
Canada. In 1966, the latest year for which 
D.B.S. rail statistics are available, 364 pounds 
of less than carload freight per person was 


loaded and unloaded in the Atlantic Prov- 
_inces. In contrast, 192 pounds per person was 
‘loaded and unloaded in all of Canada. Ex- 


pressed in percentages, the per capita use of 


rail less than carload freight service in the 
Atlantic Provinces is 89.5 per cent greater 
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than the per capita use of less than carload 
freight service in all of Canada. Appendix 1 
to this submission gives more details of these 
tonnages by Province. 


2. Because Atlantic Provinces’ shippers and 
receivers are scattered over a wide area with 
few large centers of population and no large 
concentration of industrial activity, there is a 
lack of opportunity for Atlantic business and 
industry serving the regional market to ship 
in full carload to that market. By the same 
token, there is a lack of opportunity in the 
Atlantic Provinces to develop the so-called 
“pool-car” or “freight forwarding” concept of 
distribution within the region. If the paint 
manufacturer in St. John’s, Nfid. is to reach 
the entire Atlantic Provinces market, he must 
move his goods in non-carload service 
approximately 1,200 miles to Edmundston, 
N.B. and Yarmouth, N.S. Neither community 
is large enough to receive a full carload at one 
time. Or, the mattress manufacturer in Monc- 
ton, N. B. or the stove manufacturers in Sack- 
ville, N.B. have as many miles to cover to 
reach St. John’s, Nfld. as they do to reach 
Toronto, Ont. Here again, the market at St. 
John’s, Nfid. is not large enough to enable 
these manufacturers to ship in full carloads, 
thereby requiring them to utilize non-carload 
service. 


3. Many local manufacturers and distribu- 
tors serving the regional market are in direct 
competition with manufacturers outside the 
Atlantic Provinces in the major market cen- 
ters of the region. Many of the manufacturers 
outside the region can, and do, ship full car- 
loads or utilize the ‘“‘pool-car’’ concept to 
reach these major Atlantic Provinces market 
centers. The new non-carload rates will wors- 
en, and in some cases destroy completely, 
the advantage a local manufacturer may have 
in the regional market. Appendix 2 to this 
submission shows random illustrations of this 
effect. 


4. Complete statistics are not available to 
the Maritimes Transportation Commission to 
determine the full increase or decrease in 
transport costs to the various regions of 
Canada. Based on the data contained in Ap- 
pendix 3, it is apparent that the Atlantic 
Provinces non-carload rates have increased in 
a greater proportion than non-carload rates in 
other parts of Canada. 


5. Because of greater distances from 
sources of raw materials and component parts 
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Atlantic Provinces manufacturers must incur 
additional freight costs on such materials going 
into the manufacturing process over the 
freight costs incurred by their competitors for 
the same articles. While pool cars are used 
wherever possible, these added costs affect 
the ability of local manufacturers to compete 
in the whole market of Canada. 


6. The introduction of the so-called “density 
rule” has had the effect of materially increas- 
ing transport costs for many Atlantic Prov- 
inces’ shippers and receivers. Manufacturers 
of Electric Ranges, Clothing, Footwear, Lug- 
gage, Aluminum Articles, Plastic Articles, 
Potato Chips, Furniture, Boats and Canoes, 
Empty Fuel Oil Tanks, and certain Paper 
Products have a density of less than 10 lbs. to 
the cubic foot. Industries manufacturing the 
above mentioned articles make up a large 
part of the region’s secondary manufacturing, 
and are particularly important to those com- 
munities where this type of industry is locat- 
ed. While it is recognized that similar indus- 
tries are located elsewhere in Canada, the 
importance of industries such as these to the 
economic growth of the region is of far great- 
er significance than to the more industrialized 
regions of Canada. If the density rule should 
cause one or more of this type of manufactur- 
er to close their Atlantic Provinces’ opera- 
tions or to cancel the possible expansion of 
operations, or even to curtail their employ- 
ment, the concern over this “density rule” is 
indeed justified. Appendix 4 contains a num- 
ber of statements by prominent manufactur- 
ers outlining their concern over the future 
operations of their companies in view of new 
non-carload rate structure. 


7. The full effects of the new rates has not 
yet been felt by all Atlantic Provinces compa- 
nies because some have been able to perform, 
or have performed on their behalf, cartage 
services at origin and destination. In such 
circumstances the so-called less than carload 
freight rates continue to apply. The manufac- 
turers of Boats and Canoes, Potato Chips, 
Furniture, and Electric Ranges, in particular, 
have been able to largely avoid the new rates 
by performing their own cartage service. 
Their concern is that the railways will cancel 
these less than car load freight rates leaving 
them with no alternative but to pay the new 
non-carload rates. Appendix 5 shows random 
examples of the effects of the non-carload 
rates in relation to the class rates. 
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November 9 Announcement 


The Maritimes Transportation Commission 
welcomed your announcement on November 9 
that some relief in the non-carload rates may 
be forthcoming. It must, however, point out 
that the reduction proposed in your 
announcement is highly illusory for many At- 
lantic Provinces’ shippers. This is so because 
if your announcement is correctly understood 
by the Atlantic Provinces it was simply that 
the railways had agreed to this reduction on 
the condition that they be permitted by the 
Canadian Transport Commission to withdraw 
the existing less than carload freight rates. 


Reasons Proposal is Unacceptable 


It is submitted that the proposal made by 
the railways and embodied in your announce- 
ment of November 9 is unacceptable to the 
Atlantic Provinces for the following reasons: 


1. The rate reduction on intra-Maritime 
shipments should in no way be conditional 
upon the Canadian Transport Commission 
granting the Railway authority to cancel their 
existing less than carload freight rates. As is 
evident from Appendix 3, the Atlantic Prov- 
inces have been asked to share a greater pro- 
portion of the increase in rates than other 
parts of Canada. It is submitted, that the 
\tlantic Provinces must not be asked to bear 
and are least able to afford a greater increase | 
than other parts of Canada. The reduction 
embodied in your November 9 announcement — 
should, therefore, be made _ applicable 
immediately. q 


2. To couple the reduction in the Atlantic 
Provinces’ rates to a favourable decision by 
the Canadian Transport Commission on the 
railways, application puts the Canadian Trans- | 
port Commission in an untenable position in 
hearing that application. The Atlantic Prov- — 
inces respectfully ask that the Canadian 
Transport Commission be released from its | 
present untenable position and that the 
proposed lower rates for intra-Maritime 
traffic be implemented immediately and in no 
way be conditional upon the Canadian Trans-— 
port Commission’s decision on any applica- — 
tion the railways may place before it. 


3. As has been indicated, there are shippers 
and receivers in the Atlantic Provinces who 
have been able to avoid the full impact of the 


| 
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railways’ non-carload rates. For these ship- 
pers, it is imperative that the existing less 
than carload freight rates be maintained. The 
Atlantic Provinces strongly urge you to 
request the railways to withhold any action 
that might result in the cancellation of the 
existing less than carload freight rates at this 
time. These rates must be maintained, at least 
until a new and modern regional transporta- 
tion policy for Atlantic Canada.is developed 
and implemented. 


4. The effects of the so-called “density 
rule” have been outlined above. It is submit- 
ted that this rule is most unrealistic. It is 
based on one cubic foot equalling ten pounds. 
With much smaller cargo carrying capacity, 
the airlines have a density rule of one cubic 
foot equalling 6.9 pounds. It is further sub- 
mitted that the present rule guarantees to the 
railways a chargeable weight of 39,000 lbs. 
(for 3,900 cubic foot box car) when the box 
car is loaded with non-carload freight. Many 
commodities when moved in carload lots are 
subject to a minimum weight of considerably 
less than 39,000 lbs. The railways should not 
be guaranteed higher chargeable weights for 
non-carload shipments than for carload ship- 
ments. Extra costs involved in handling non- 
carload traffic in relation to carload traffic is 
already reflected in the higher rate level for 
non-carload traffic in relation to the rates 
applying on carload traffic. 


5. Since the new non-carload rates have 
been effected, considerable traffic has been 
diverted from rail service to highway carri- 
ers. The railways have, therefore, lost reve- 
nue and rail employment generating oppor- 
tunities. To the extent that the diversion from 
rail to highway has been a diversion to the 
least cost carrier, then such diversion would 
be in harmony with the National Transporta- 
tion Policy expressed in the National Trans- 
portation Act. It is, however, difficult to 
reconcile this harmony when it is realized 
that the railways have established lower non- 
carload rates in Western Canada than Atlan- 
tic Canada. Such action certainly raises the 
question of whether railway costs are lower 
in Western Canada than in Atlantic Canada; 
or whether the railways have elected to meet 
truck competition in Western Canada and not 
in Atlantic Canada. 
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Application of Subsidy to Other Forms of 
Transport 


Highway transports in the Atlantic Prov- 
inces have increased their rates slightly since 
september 5. Further increases to meet 
increasing operating costs can be expected. 
Already the Atlantic highway transport 
industry face high operating costs. These stem 
from a number of factors such as the scat- 
tered population of the region, the lack of 
industrial concentration, the spring weight 
restrictions, high fuel taxes and registration 
fees, impediments of geography, and delays. 

Highway transport also have to compete 
with rail carriers without the benefit of feder- 
al subsidies under the Maritime Freight Rates 
Act. The extension of the subsidy to other 
forms of transport is certainly in accord with 
the National Transportation Policy. Almost 
without exception, everyone in the Atlantic 
Provinces favour the extension of the subsidy 
to other forms of transport. The only objec- 
tion from a federal level heard by the Atlan- 
tic Provinces against such an extension is that 
it would create an administration problem. 
The Atlantic Provinces are unable to accept 
this as a valid reason for not extending the 
subsidy to such carriers. 

Millions of dollars are paid under agricul- 
ture subsidy programs to a multiplicity of 
recipients and at reasonably small adminis- 
trative costs. It is submitted that the small 
investment in administration which would be 
required to extend the subsidy to other forms 
of transport would be more than matched by 
an improved competitive climate. 

Without attempting to outline in detail a 
method by which the subsidy could be paid to 
such carriers, the Atlantic Provinces believe 
that the administrative problems would be 
minimized if the subsidy were paid only to 
carriers registered with the subvention author- 
ity and, in the case of highway carriers, prop- 
erly franchised by the appropriate motor car- 
rier authority or authorities. This practice is 
similar to that followed by the Canadian 
Livestock Feed Board. With the advent of 
computers it would seem relatively simple to 
administer such a subsidy program. 


Summary 


In summary, the Maritimes Transportation 
Commission on behalf of the Governments of 
the Atlantic Provinces asks— 
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i. that the reduction in intra-Maritime rates 
referred to in your announcement of Novem- 
ber 9 be implemented at once: 


2. that the railways be required to withhold 
their application to cancel the existing less 
than carload freight rates, at least until a new 
regional transportation policy is developed 
and implemented; 


3. that the so-called density rule be reduced 
from one cubic foot equalling ten pounds to 
one cubic foot equalling five pounds; and 
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4. that immediate steps be taken to extend 
the Maritime Freight Rates Act subsidies to 
other forms of transport. 


Dated at Ottawa, Ont. on the 13th day of 
December, 1967. 
Respectfully submitted, 


J. M. Crosby 
Chairman 


Craig S. Dickson 
Excutive Manager 
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APPENDIX 4 


TABULATION OF STATEMENTS BY 
ATLANTIC BUSINESS AND INDUSTRY 
RESPECTING EFFECTS OF NEW NON- 
CARLOAD RATES ON INDUSTRIAL DE- 
VELOPMENT OR EXPANSION IN THE 
ATLANTIC PROVINCES 


1. G. W. Birch, Manager, Chestnut Canoe 
Co. Limited, Fredericton, N.B. at Non-Carload 
Rate Conference, Halifax, N.S., November 15, 
1967. 

“My Company, my Company’s Direc- 
tors and Shareholders can not look to the 
future with joy, but only with grave con- 
cern. We cannot predict what our future 
will be in the Atlantic Provinces. Only a 
radical change in the present proposals of 
rail tariff by the way of reductions in 
rates and the elimination of cube rates is 
going to ensure our future in this area 
where our Company has been located 
since conception in the year 1897. 

Ladies and Gentlemen our future in the 
Atlantic Provinces is at stake.” 


2. C. M. P. Fisher, Vice President, The En- 
terprise Foundry Company Limited, Sackville, 
N.B. at Non-Carload Rate Conference, Hali- 
fax, N.S. on November 15, 1967. 

“The net result of Tariff #100 is to 
increase our cost of manufacture and 
increase the cost of transporting our pro- 
duct to our customers. This worsens con- 
siderably our competitive position with 
Central Canada Manufacturers whose 
competition is already severe. They are 
more strategically located, both as to 
obtaining their materials at a lower cost, 
due to freight, and being close to the 
mass markets, and thus much lower dis- 
tribution costs. 

The continued existence of our indus- 
tries is dependent on their relative com- 
petitive position with similar manufactur- 
ers in those more densely populated areas 
in Quebec and Ontario. Consideration of 
the matter should be on a comparative 
basis. 

Secondary industry is badly needed in 
the Atlantic Provinces to round out our 
economy and to provide that great stabi- 
lizing influence, the weekly pay envelope, 
that maintains communities in prosperity. 
To accomplish this end not only do the 
present industries here need the oppor- 
tunity but more industry needs to be 


Transpori and Communications 


March 7, 1968 


developed, but for this development there 
must be conditions suitable to the pros- 
pective and more importantly the present 
manufacturer so that he will be in a posi- 
tion to market his production economical- 
ly and competitively in the large and 
broad markets of Canada. It seems, due 
to the way in which freight rates have 
been increased, that the effect has been 
the reverse of the original idea of unity, 
namely to have resulted in a tearing 
apart of Canada and a great centraliza- 
tion of industry in Ontario and Quebec 
to the detriment of other provinces. I 
believe that this condition can only be 
overcome by removing the uneconomic 
and what appears unjust situation which 
now exists and which throughout the last 
many years has steadily worsened the 
situation of the producers in the Atlantic 
Provinces.” 


3. Newfoundland Board of Trade as report- 
ed in the St. John’s Evening Telegram, 
November 9, 1967. 

“Tariff 100, imposed on less than car- 
load freight shipments, is having an 
adverse effect on trade in Newfoundland, 
and will also affect establishment of new 
industry in the province, the Newfound- 
land Board of Trade feels, and the group 
has agreed to continue efforts to have the 
tariff removed or suspended until other 
arrangements can be made. 

Full backing was given to the board 
during a general meeting in Hotel Gander 
Wednesday.” 


4. Robert Leslie, Assistant Treasurer, Unit- 
ed Elastic Limited, Bridgetown, N.S. as 
reported in the Halifax Chronicle Herald, 
November 1, 1967. 


“Twenty-five per cent of the business _ 


of United Elastic Ltd., Bridgetown is in 


danger of being priced out of the market © 


by rail freight increases. 

Management will be taking a hard look 
at the future of the elastic webbing and 
weaving division of the firm which 


employs about 100 people, said Robert — 


Leslie, assistant treasurer. 

Webbing and weaving is shipped out in 
non-carload lots to manufacturers in 
several Upper Canada centres, said Mr. 
Leslie. 


March 7, 1968 


Profit margins on it are not very high 
and the new freight costs are eating into 
them. The increases range from 25 to 33 


per cent.” 
5. Sol Gilis, Manager, Thistle Knitwear 
Company, Limited, Yarmouth, N.S., as 


reported in The Halifax Chronicle Herald, 
November 2, 1967. 

“Sol Gilis, manager of Thistle Knit- 
wear Company Ltd., Yarmouth, said he 
has had to postpone indefinitely plans to 
start a shirtmaking division. 


And he added: “If these handicaps 
keep mounting the west of Nova Scotia 
won’t be the place for industry.” 


Thistle employs 50 people. Mr. Gilis 
has been in Yarmouth 18 years. Every- 
thing shipped to and from the plant goes 
non-carload rail freight. 

Costs have gone up 100-200 per cent 
since the recent increases, said Mr. Gilis. 


Some sweater lines were having to be 
discontinued because freight charges are 
pricing them out of the market.” 


6. Mr. T. Lane, Sales Manager, Industrial 
Shipping Limited, Mahone Bay, N.S. as 
reported in The Halifax Chronicle Herald, 
October 20, 1967. 

“The new rates would triple the cost of 
his firms less-than-carload shipments to 
dealers across Canada. 

“We will certainly lose sales,” he said. 


Transportation is one of the firm’s big- 
gest headaches, and these new rates will 
make it even bigger.” 


7. Mr. D. G. Macleod, President, Nova 
Headwear Ltd., Truro at Non-Carload Rate 
Conference in Halifax, N.S. On November 15, 
1967. 

“Tt (the new rates) not only creates a 
burden on the existing manufacturing in 
the Atlantic Provinces but it certainly 
will deter any manufacturer in secondary 
manufacture position from locating in the 
Atlantic Provinces. This I can tell you the 
Department of Trade and Industry 
because we are a new industry; we bring 
several prospective clients around to talk 
to us to see how happy we are in 
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Nova Scotia. Believe me it is beginning to 
get very difficult in lieu of the transporta- 
tion system here to get very difficult in 
lieu of the transportation system here to 
tell these people, come on down, because 
we can assure them that we are not the 
least bit competitive.” 


8. Mr. S. S. Cairns, Plant Manager, Hostess 
Food Products Limited, Kentville, N.S. at 
Non-Carload Rate Conference, Halifax, N.S., 
November 15, 1967. 


“It seems to me that all Maritime pro- 
ducers in our industry will be severely 
penalized. Newfoundland has 20 per cent 
of the Atlantic Provinces population. 
Maritime producers will be faced with 
great increases in that particular area or 
close to 100 per cent while Quebec and 
Ontario manufacturers will continue to 
use water transportation from Montreal, 
with little or no increase in costs and a 
substantially reduced delivery time. 
Maritime manufacturers will be paying 
vastly increased rates within the prov- 
inces while forwarding companies provid- 
ing a service and a good service from 
Ontario and Quebec to major centers in 
the Maritimes will continue to bring in 
competitive brands and products at ap- 
proximately the old rates. I say approxi- 
mately because very recently there has 
been increases even on carload freight 
rates as you are all aware. These increases 
(on carload freight) are perhaps in the 
level of 5 to 8 per cent but we wouldn’t 
consider that an increase in the face of 
what we have here on non-carload rates.” 


9. Mr. Starr Pattillio, Manager, T. S. Pattil- 
lio & Co., Limited, Truro, N.S. at Non-Carload 
Rate Conference, Halifax, N.S., November 15, 


1967. 
“The only reason we have been able to 


ship this fall is where the old class rates 
are still in effect. We are performing our 
own local trucking. Our customers are 
picking this up out at the freight shed so 
the increase is not too bad. If the new 
rates go in all consumers in the four 
Atlantic Provinces will have to pay more 
for the items.” 
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APPENDIX A-73 


SUBMISSION 
BY 
THE MONCTON BOARD OF TRADE 


February, 1968 


Mr. Chairman, Gentlemen: 

The Moncton Board of Trade is one of 850 
members of Boards of Trade and Chambers 
of Commerce across Canada with a local 
membership of 550. 

Transportation costs are one of the most 
serious problems affecting the economic life 
of our community, and the whole Atlantic 
Area at the present time. 

The need for special consideration on this 
question has been recognized in many ways 
since Confederation. Many studies and enqui- 
ries have been made with respect to this 
important problem. As your committee has 
access to this information and as other briefs 
will undoubtedly cover the historical facts 
involved, we in this submission will restrict 
our remarks to the effect, transportation costs 
has on the economic life of our community as 
it applies to Employment, Industry and Retail 
Business. 


EMPLOYMENT 


A high rate of employment in any City or 
area results in overall economic well being. It 
may be asked, “How does transportation 
affect employment?”’. In many ways, of 
course, but as transportation costs add direct- 
ly to the operating cost of Industry and Retail 
‘Business, the opportunity of expansion 
becomes extremely limited—and with it the 
opportunity for increased employment. In fact 
we believe if present transportation increases 
are permitted to remain in effect, we can 
anticipate a decrease in employment oppor- 
tunities as a direct result. 


INDUSTRY 


In order to encourage the establishment of 
new industry it must be shown that there is a 
reasonable opportunity to realize a return on 
the required capital investment. In the large 


markets of Montreal and Toronto, due to the 
concentration of population, a new industry is 
likely to be able to develop a sales volume in 
the immediate area sufficient to establish a 
break even point. With little extra investment 
and effort the situation may be converted into 
a profitable enterprise. However in this area 
since our local markets are limited, industry 
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to compete in the larger population centres, 
thereby ensuring our ability to make a signifi- 
cant contribution to the National economy. 

Moncton, being the transportation centre of 
the Maritimes is particularly vulnerable tao 
any increases in transportation costs, such as 
the new less than carload rates. This is 
because of the long cistances involved in ser- 
vicing small population centres, resulting in a 
larger volume of regional traffic falling in the 
less than carload category. Present rates 
applicable to this traffic make the possibility 
of business expansion doubtful, and the 
attraction of new industry most difficult. 

The Atlantic Province also require 
improved highways. The provision of good 
all-weather highways should assist in increas- 
ing the intensity of competition with a co- 
commitment improvement in rates and ser- 
vices to shippers and receivers. The scattered 
nature of our population, the level of our 
industrial development, the circuity of our 
highways between centres of population 
because of the indentations of the sea and the 
necessity of using ferry service with the 
associated delays, as well as the taxation poli- 
ey of the Provincial Government all contrib- 
ute to higher cost of trucking in the Atlantie 
Provinces than elsewhere. 


RETAIL BUSINESS 


A large number of our retail establishments 
may be classed as medium to small, incoming 
and outgoing shipments by these pusinesses 
are necessarily less than carload lots, you will 
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readily see that rates of transportation seri- 
ously reduce their ability to compete with the 
larger organizations who in most cases are 
able to utilize full carload service. 


When increased transportation costs are 
added to retail prices the sale of lower priced 
merchandise is more adversely affected than 
higher priced goods. For example it costs as 
much to transport a low price piece of furni- 
ture as it does a high priced unit, but the 
percentage of increase in the selling price is 
much greater on the lower priced furniture 
than it is on the higher priced article, in the 
order of 10 per cent higher. Thus hardship is 
imposed on those least able to afford it. 


In cases where goods are rated on bulk 
rather than weight in calculating freight 
costs, articles such as mattresses, the increase 
in transportation costs have been extremely 
severe. 

We are informed by one merchant that on a 
30 lb. parcel shipped from Moncton to New- 
castle the rate has increased 69 per cent, 
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while on a 80 lb. parcel from Moncton to 
Bathurst the rate has increased 80 per cent. 

These added charges are resulting in 
increased costs to the consumer, raising the 
cost of living and thereby contributing to the 
wage-cost spiral. 


RECOMMENDATIONS 


(a) That the recent increase in railway 
freight transportation rates be cancelled at 
the earliest possible date. 


(b) That the Parliament of Canada institute 
a National Transportation Policy covering all 
means of transportation which will take into 
account the special needs of the Atlantic 
Provinces and undertake to provide the 
necessary financial assistance from general 
revenue. 


Respectfully submitted, 


J. Harold Wallace, President Moncton Board 
of Trade 
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APPENDIX A-74 


A SUBMISSION 


by 
MARITIME CO-OPERATIVE SERVICES LTD. 


Honourable Sirs: 

Before making our submission, we would 
like to commend this Committee for the time 
and effort it is expending in order to make a 
thorough study of the matter under review. 
Your scheduling of hearings throughout the 
Atlantic Provinces makes it possible for many 
business firms, organizations and individuals, 
to make their views known, which would not 
be the case if the Committee had attempted 
to conduct its examination entirely from 
Ottawa. 

We hope that the wisdom of the recommen- 
dations which you present to Parliament will 
refiect the thorough manner in which you are 
investigating the transportation problems of 
the Atlantic Area. 

The matter of transportation into and with- 
in the Atlantic Provinces is one of major 
direct concern to Maritime Co-operative Ser- 
vices Ltd. We are a Whoselale Co-operative 
organization serving more than 120 retail co- 
operatives and Agricultural Societies through- 
out the four provinces. We provide a manu- 
facturing and wholesaling service in livestock 
and poultry feeds, and a wholesale service in 
agricultural supplies, groceries, hardware, 
petroleum products and dry goods, and in 
Eastern Nova Scotia a retail building supplies 
operation. 

Approximately 80. per cent of our total 
merchandising operation is concerned with 
providing vocational and consumer supplies 
to farmers. 

Our annual volume of merchandise exceeds 
150,000 tons. Most of this originates as 
ingredients or finished products in Western or 
Central Canada, and is moved to us by rail or 
water transport. Approximately 20 per cent of 
this tonnage is delivered to our retail co-oper- 
atives direct from its point of origin. The 
remainder is distributed through our regional 
mills and warehouses, moving to local outlets 
by motor transport of by rail. Any increase or 


decrease of even a few cents a ton in trans- 
portation costs has a significant reflection in 
the efficiency of our business operation. 

We do not intend in this submission to 
catalogue in detail the effect of transportation 
policies adopted by successive Federal Gov- 
ernments in their attempts to equalize eco- 
nomic opportunities for Maritime agriculture 
and secondary industry vis a vis Central 
Canada. We will, however, comment on five 
aspects of the situation which have a bearing 
on the transportation problem in our area. 


1. PROTECTIVE TARIFFS 


Our seaboard location provides us with an 
advantage in the procurement of a few 
classes of vocational and consumer goods that 
must be imported. However, the protection of 
secondary industry in Canada against cheaper 
foreign imports notably from the United 
States has forced the Atlantic Provinces to 
purchase most of its manufactured goods 
from Central Canada. We have had to pay 
our share of the tariff protection, and have 
also had to pay the costs of transporting 
many of our production and consumer 
requirements across land, mostly by rail, 
instead of by water up the Atlantic Seaboard 
from the United States. 

As a matter of principle, we have no objec- 
tion to paying for the economic growth of 
Central Canada, on condition that sufficient 
measures are taken to stimulate the economic 
growth of the Atlantic Region. We would sub- 
mit, however, that to date, equalization 
grants, A.D.B. projects, A.R.D.A. projects, the 
Maritime Freight Rates Act, the Feed Freight 
Assistance Policy, and all other measures for 
the transfer of funds from the Federal Treas- 
ury to the benefit of the Atlantic Area have 
not equalled the price we have paid for tariff 
protection and added transportation costs as 
the result of National Policy. 
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We recommend the updating of transporta- 
tion policies toward the region to equalize 
the cost of movement of goods from tariff 
protected industrialized Central Canada, and 
of movement into that market by what 
industry we can develop. 


2. COMPETITIVE TRANSPORT 


Since the early 1930’s in those areas of 
Canada blessed by industrial growth and its 
resulting concentration of people, the truck- 
ing industry has been able to achieve a high 
rate of efficiency, and successfully compete 
with the railroads in the movement of com- 
mercial freight. As highways have become 
improved, the distances have increased over 
which motor transport could operate without 
loss of efficiency. The railways in these heavy 
freight traffic areas have reduced their rates, 
or not taken full advantage of general 
increases in order to remain competitive with 
highway transport. 


As a result of our lower rate of industrial 
growth and smaller population, it is not possi- 
ble for our trucking firms to achieve the same 
efficiency in value of merchandise delivered 
per man day as is possible in Central Canada. 
The railways have therefore not been forced 
through truck competition to lower their rates 
in the Atlantic Provinces as has been the case 
in Central Canada. 


The method of applying horizontal percent- 
age increases to rail rates has acted as a 
serious handicap to the region because of the 
longer hauls and higher rates. 


(SEE EXHIBIT NO. 1) 


Our highway weight restrictions, due to the 
conditions of our highways, have affected the 
development of our trucking industry and 
added to our transport cost. 

As an example; we recently had a truck- 
load of wooden pallets shipped from a point 
in Quebec to Moncton. When the trailer truck 
reached the New Brunswick border it was 
found to be overweight as per N.B. weight 
limits and had to unload 150 of 600 pallets. 

This necessitated our arranging to have 


these pallets moved by another truck, adding 
drastically to the delivered cost. 


This example, used in reverse, would mean 
that a truck originating in the Maritime Prov- 
inces is unable to carry as much weight as a 
truck originating in Quebec. This simply 
means that the Maritime trucker is unable to 
quote a rate per mile as attractive as the 
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Quebec trucker, which means increased cost | 
in moving our products to the central 
markets. 


This situation will be rectified in the Atlan- 
tic area with the construction of more miles 
of improved highway and the establishment 
of more secondary industry and a larger 
population. 


We recommend the continued use of federal 
funds to assist our provinces in the construc- 
tion of improved highways, and for incentives 
for the establishment of secondary industry; 
as part of the answer to our transportation 
problem. 


3. WATER TRANSPORT 


Besides highway transport, another method — 
of commercial freight movement to and from 
the Atiantic Provinces is by water. 


In the movement of production and con- 
sumer goods from Central and Western Cana- 
da to the mainland provinces of the Atlantic 
area, water transportation is limited. We 
note, however, that in the movement of feed 
grains, the cheaper water rates have had the 
effect of causing the railways to lower their 
rates to meet water competition. 


(SEE EXHIBIT II) 


The development of more and better port 
facilities in the Atlantic area would no doubt 
increase the opportunities for export move- 
ment of local products, and result in lower 
transportation costs for production and con- 
sumer goods moving into the Atlantic area. 


We recommend continued use of federal 
public expenditures for improved port facili- 
ties in the Atlantic area as part of the answer 
to our transportation problem. 


4. RAILWAY POLICY 


Encouragement: of more secondary indus- 
try, improved highways and port facilities, 
would be long term in their effects on trans- 
portation. For the present, and no doubt for 
some years to come, the railways remain 
dominant in the movement of production and 
consumer goods into the Atlantic area, and 
exportable products moving out of the Atlan- 
tic Area. 


We believe that the logic which guided the 
architects of the Maritime Freight Rates Act 
is still valid. The weakness in the MFRA was 
that it was not able to take into account the 
uneven increase in freight rates which have 
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prevailed in the Atlantic Provinces vis a vis 
Quebec and Ontario as a result of the compe- 
tition from the trucking industry in the two 
latter Provinces and the application of hori- 
zontal percentage increases. General increases 
in freight rates were applied to a greater 
degree in the Atlantic area than in Central 
Canada. This has more than offset the intend- 
ed advantage of the MFRA. 


Effective September 5, 1967 users of non 
carload rail services in the Atlantic Provinces 
were faced with a drastic revision in rates, 
rules and conditions of carriage, resulting in 
increases of up to 152 per cent. 

For reasons outlined earlier few alterna- 
tives are available to users of such services at 
present. As a result many consumers must 
pay drastically more for goods. In the past we 
have seen promising secondary industries die 
all over the area due only to high transporta- 
tion costs. It is this type of increase that kills 
them and prevents the area from developing. 


(SEE EXHIBIT II) 


We recommend: 


(a) That the M.F.R.A. be amended to 
place this area competitive with central 
Canada by covering transportation costs 
between Montreal and the Atlantic area 
on both inbound and outbound shipments. 

(b) That a substantial downward revi- 
sion be made in present non-carload rates 
in the region. 

(ec) That the optional L.C.L. rates. be 
maintained. 

(dq) That the M.F.R.A. apply to other 
modes of transport. 
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0. FEED FREIGHT ASSISTANCE 


Freight assistance on grain moved from 
Western Canada to Eastern Canada was 
instituted in 1941, not as a wartime measure, 
but as a result of requests originally from the 
Atlantic Provinces (in mid 1930’s) and later 
from Western grain growers and feeders in 
all of Eastern Canada (March 1939 and sub- 
sequent thereto). 


The original request was for the export rail 
rate to apply on domestic feed grain as it was 
possible to move grain on the export rate 
through Halifax to Europe and back to Hali- 
fax cheaper than to move it to Halifax on the 
domestic rate. 


In the ensuing years this policy has been of 
great help to feeders in this area, in fact 
without it we would have much less agricul- 
tural production. 


Grain however, now accounts for only 
about 75 per cent of the rations fed to live- 
stock. The balance is mostly vegetable protein 
which must be transported from west of the 
area at high freight rates. This places the 
feeders of this area at a great disadvantage 
over feeders in Central Canada as they must 
compete with finished livestock products 
which move at much less cost from Central 
Canada or the U.S.A. 


We recommend that vegetable protein feeds 
of Canadian origin moved to the Atlantic 
provinces be eligible for transportation assist- 
ance on the same basis as grain. 


Respectfully submitted, 


Maritime Co-operative Services Ltd. 
Moncton, N. B. 
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EXHIBIT I 


RAmWAY PER CAR MILE REVENUE ON EOODSTUFFS C-L MIN 30,000 lbs. 
WITHIN ONTARIO AND QUEBEC 


Miles Rate ¢ cwt Rev. Per Car Mile 
179 43¢ 72.1¢ 
198 45¢ 68.2¢ 
217 45¢ 62.2¢ 
350 AQ¢ 42.0¢ 


Wirnin Maritime PovINcEs 


MFRA M.F.R.A. 
Rate Rev. Per Subsidy Rev. Per Total Rev. 
Miles ¢/ewt Car Mile ¢/ewt Car Mile Per Car Mile 
180 4Q¢ 70.0¢ 10¢ 16.7¢ 86.7¢ 
275 5d¢ 60.0¢ 14¢ 1523c 75.3¢ 
294 71¢ 72.4¢ 18¢ 18.4¢ 90.8¢ 


Rate AUTHORITY 
C.N.R. CM 300-15 
C.N.R. CM 195 


MFRA Sussipy 
25% of Published Rate 


EXAIBIIAL 


’ EFFECT OF WATER COMPETITION ON RAIL GRAIN RATES 
Rates in ¢ per cwt. 


Commopittss: Wheat, Oats, Barley, Screenings, Rye (in bulk or bags) 


C.F.A. Agreed charge 2438 CN: Re Cee 
; Carload minimum in lbs. 67-3 
“i Distance  —— Carload Min. 
From Ft. William, Ont. in Miles 60, 000 70,000 80,000 90, 000 100,000 120,000 (see below) 
Grand Pallaet 1s, ee 131223 87 84 81 79 ri 75 99 
Charlottetown Se a 1632.4 82 79 76 74 1 70 107 
Fensing tne. ek neha 1610.0 81 78 75 ie 71 69 107 
Moncton Senet te tee 1506.6 (G2 69 66 64 62 60 99 
Montague ay eer ee 1669.3 86 83 80 78 76 74 112 
South Devon Np ee knen 1442.9 82 79 76 74 (ee 70 99 
Summerside Sia Re te! 1618.3 81 78 75 73 71 69 99 
SURseE CoE). Fs. oo ee 1548.4 75 72 69 67 65 63 99 
Tatamagouche.......... 1619.8 65 62 59 57 55 i553 107 
BUT Oyr: eter Oe re 1613.4 60 7 54 52 50 48 107 


C.N.R. C.G. 67-3 


CARLOAD 
Minimum weights in pounds when capacity of car is: 
80,000 and less 100,000 
than 100,000 and over 
NWVNGRU Cot feat ate eee 80, 000 120,000 
Cats: eet: (Oe, See hes 60, 000 80,000 
Barley Beatie: Maia ses csciash ss eae sae 80,000 100,000 
DCreonene on oc ea 50,000 75,000 
RYG ALT ha aess ee ee ee 80,000 112,000 


tn ee ee ee ae Alp ow oe oni ieee’ 


807 


SG] ONG UBY SST SurySiom sjpucurdrys gE IO} sosrvYO opnjpout 07 poysn{pe SBM [}O} STU], (¢) 
“Ayisuep 0} onp ‘sq, 09 Aq poysnfpe sem yuouTdrys stg], (F) 

‘emer AQ powssojiod you AIsATjaq (¢) 

*SSOUIOAUT SI UOTIZBUI}SOp [ley (Z) 

‘QIQUIIwAB o1OYM AIOAT[OP pus uoxyouoW 9B dn-yord Jo 4800 opnyout 07 poysn{pe sosieyD (T) 


Bo ee SS ee ee ee ee ee 


Sso'T WF SI 9 [9D 
sso’ YF SI 9 *[9D sso'T MIE SI ¢ “19D 
Cc NWOT0/) OL dIHSNOILVIEYY FP NWO TO0() OL dIHSNOLLVTEY, 
= sso'T %8zG SI 9 "19D 
re ssorT lz SI 9 [9D ssorT %9I SI G [9D 
BS} SsorT ML SI 9 TOD ssorT YP SI G *[OD o10 TW %6 SI mae) 
oz sso'T Vs SI go> o10 JN Wes SI F 19D ssorT %El SI € “TOD 
= o10 Wl VIF SI FOO sso’ Ys SI g “19D sso'T %% SI C199) 
5 ¢e NWOT0/) OL dIHSNOILLVIRY “é; NWO.T07) OL dIHSNOILV1EYY 1 NWO10() OL dIHSNOLLVIEY 
: ge “fpr (¢) 
3) 8& 90T Eo CPT 6811S 90 °0ST 8), 69T 90°EL1 
. 9¢ 0 OF OF c0°g9 02 °SF C6 8% &8 th Gee‘ Sir = er ae ee eee Aoup4g OT 
0 chs Sh '6 eu 9Z°6 69 SI GP IT CFS Cw re a en ee (¢) pooH 0g «6G 
4 FIST 10° LT 18 FZ GL ST CPST 12°61 OST ‘T lice. 2 6k oe AinqsoyMeyf WOg = 8 
o eC 'F cr’9 86°F 19°S 00°S 00g Co oe eee a AinqsoyMeyf Wog =, 
2. GL GT 89 "ST GP GS Gh ST GEIS Ol 61 C16 06" Soke tke ae ee (g) noqeay = 9 
ra OLS er} 10'S 988°9 06°9 C6Z 8 avieie sueheMS Uene ate) vise ese,e <"ume iamne (¢) noqeyy c 
© £9 OI +6 OT Ch OT Olt 28 LT L0°9T G92 STs = 2 Ose Se ee (¢) onbtpng 
a Le°8 cO0'8 £2. ST 98°8 SCSI re 11 OFS Tlie ws ee ee ee (g) ssouroAU[ = & 
11°03 81° SZ 1¢°9¢ FE Sz CL PE 196% (4) 067 ‘T OCR ioe tio, ten as ie (g¢) puw (zg) duvoneyD 8g 
G's SCOT FI'8 61°01 Go ’6 OSt 8 sreeesesess(ey pure (Z) dureorey/) 1 
-dur0g 10j0W (°C ® ‘d) ssoldxyy = SSBID “UNO yous y, (001) “W.L'H tt SO09I uot} BUTySaq] ON 
PlaN ToT PO PIO quesolq 
9 [OD ¢ [OD ian x8) 20D C108) T ‘19D 


NOSIYVdWOO LSOO LHDIGUA AVOTUVO NON 
II LICIHXad 


March 7, 1968 


808 


Transport and Communications 


March 7, 1968 


APPENDIX A-75 


BRIEF by 
MAJOR D. A. MACDONALD 


Moncton, N.B. 
February 12th, 1968. 
Gentlemen: 


The question of transportation in a country 
such as Canada, with such a vast space, is 
one of the greatest tasks in the world. Twenty 
million people spread over four thousand 
miles and to serve these equally with their 
climatic conditions and their great difference, 
in the producing of different commodities. 
These commodities are vital to the nation as a 
whole and must be carried across this land to 
all people. 


The world has advanced, to the betterment 
of man, more in the past fifty years than it 
did since the beginning of time. I do believe 
it will still advance and keep on advancing. 
This continent will lead as it has in the past, 
and we are fortunate that Canada is part of 
North America. It has put forward, in the 
past fifty years, the greatest achievements of 
man. It has put forward a strength and a 
wisdom at a great sacrifice to keep the rest of 
the world on an even keel. Canada stands 


equal partners to this. as good neighbours 
should. 


Canada owes no country anything. We have 
paid for every grave where our noble soldiers 
lie. The only gift that was ever given to 
Canada was the land that surrounds the 
monument on Vimy Ridge. All these cemeter- 
ies over the world are cared for by Canada. 
We must link the noble work completed in 
the past with the present and add to it, which 
I am sure we will. I am confident that the 
young men and women who are leaving their 
schools and going out into the world will 
carry the torch of freedom as the men and 
women did in the past. I am sure they will 


meet the great challenge of the ever changing 
conditions. 


The great tide of commodities does not 
remain in the same direction. It is forever 
changing. One of the greatest financial blows 
to the Maritimes and the Canadian National 
Railway was the opening of the St. Lawrence 
Seaway. But it is the greatest uplift to this 


continent since the great railway crossed this 
vast and fertile land and passed over the 
Rocky Mountains, linking the two _ great 
oceans, the Atlantic and the Pacific. God gave 
Ontario more than any other place in the 
world. With the opening of the Seaway the 
ships of the seven seas can sail up two thou- 
sand miles from the ocean to the bosom of 
this continent to the greatest market for all 
commodities in the world. Let us not forget 
the great power that has been entrusted to 
these two nations of friendly neighbours. 


The Canadian National Railway is the link 
that binds the country together, from British 
Columbia to Newfoundland, and must be 
looked upon as an asset, the same as our 
wonderful postal service, our Department of 
Justice and other Governmental Departments. 


These are things that bind us into a nation. 
If should not be looked upon as a commercial 
enterprise, but one that serves the people, so 
that everyone will be able to make a living in 
an enterprise of his desire. 


The railway is ae great organization, 
equipped and well manned to carry out 
gigantic undertakings. The railway should not 
compete in any private enterprise. For exam- 
ple—I will go back to 1930, when they adver- 
tised to build a hotel in Charlottetown. I 
wrote to the railway at the time, objecting to 
this. There were several hotels in Charlotte- 
town at the time, very nice places. The big- 
gest one went out of business. This hotel the 
railway built has cost them around fifty thou- 
sand dollars a year, since it opened. Look at 
the vast waste in the City of Moncton. There 
was nothing wrong with the railway station, a 
good solid building, with lots of room, and 
the General Office, good for a thousand years, 
an artistic building, which would have been, 
in a few years, a sight-seeing place for 
tourists. 


They destroyed a flower garden which was 
second in the Maritime Provinces to the Hali- | 
fax Public Gardens. This was all destroyed so 
that somebody would make a fortune out of 
the railway. They built a Queen Elizabeth © 
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Hotel in Montreal and turned it over to a 
private concern to operate it. The railway 
should not be in the lending business. The 
railway should stick entirely to railroading 
and be subsidized by the Government as it is. 
It has to transport heavy commodities from 
sections of the country at a loss, but this 
special commodity is essential to the country 
at large. 


Commuting trains—I will take for example 
from Moncton to Saint John, where it runs 
parallel to a highway and bus service. This is 
not realistic or sound. A bus is a very con- 
venient way to travel as it picks up its pass- 
engers along the highway, in front of people’s 
homes, whereas, if they were travelling by 
train, they would have to be driven several 
miles to the station. But for a long distance, I 
think it is as pleasant a day and night to 
leave Halifax aboard one of these trains tra- 
velling to Toronto. To me this is a master 
transportation of the highest standard. Cana- 
da must not lose this. The railway should not 
be in the trucking business nor running 
around picking up ten pound parcels. This 
service is a waste when a man can put a few 
cents on his parcel and put it in the Post 
Office. It seems to me ridiculous for the rail- 
way to be at the beck and call for small 
parcels. I am sure this is where the great loss 
is. 

Motor cars have revolutionized the stand- 
ard of living and the great demand to-day is 
highways. 


There was a great error on the part of the 
Government and the Department of Trans- 
port at the time of the negotiations of the St. 
Lawrence Seaway and the building of same. 
Some definite action should have been given 
to the Maritime Provinces to offset this great 
loss to the Provinces. They knew, or should 
have known, the effect this was going to have 
on our economy in the Maritimes. The Mari- 
times should have had a grant from the Do- 
minion Government and the Central Prov- 
inces, as the Seaway was going to be a great 
asset to them. 

It is not too late, and my suggestions are 
that a board should be set up with power to 
equalize the effect in the changes and 
advancements of our nation. Better still, a 
department be set up headed by a Minister of 
the Crown, to control and govern equalization 
across this country. We are bound to have 
ever changing conditions. It seems to me a 
folly for one Provincial Government or 
Municipality handing out grants to manufac- 
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turers in other Provinces or places to move to 
their Province. Ninety per cent of all firms 
doing business in the Maritimes have their 
head office either in Central Canada or For- 


eign Countries. All profits are lost to the 
Maritimes. 


The Maritime Provinces must be helped to 
start producing their own commodities, as the 
rest of Canada owes it to them. We do not 
produce enough to supply our own markets. 
Our land is not producing 10 per cent of what 
it could. Irrigation should be set up, whereby 
fine vegetables could be grown. We produce 
the best strawberries in the world. Our poul- 
try, other meats and dairy products are pro- 
duced from stock disease free. We are not 
producing other commodities such as paper, 
gypsum board, cement and lime, and many 
others, as we should. 


One salvation would be a Master Highway 
from Halifax to Earltown, from Sydney to 
Earltown, from Earltown to Moncton, from 
Charlottetown to Moncton, from Moncton to 
Bangor, Maine, connecting with The Super 
Highway 95. From Campbellton to Waite, 
Maine, connecting with the highway from 
Moncton. This highway to be built with a 
boulevard, one way traffic, with a speed limit 
of 75 miles an hour for trucks. An agreement 
should be made with the New England States 
that we and they have a mutual duty free 
market for all our commodities. Commodities 
shipped into the Maritimes would be stamped 
“Maritime Consumption Only’. I am quite 
convinced that if such a plan was carried out 
the Maritime Provinces would become equal 
to the rest of Canada. This is our natural mar- 
ket. They need us and we need them. If our 
products can be loaded on the vans at the 
farms or the doors of the manufacturers, 
within twelve hours time they can be in the 
supermarkets for sale. Then there will be a 
profit. 


Our Post Offices should be located in a 
more convenient place. The Main Post Office 
in Moncton is most inconvenient, climbing 
ten steps over snow banks, opening four 
heavy metal doors, is a task for anyone. A 
new Post Office was opened on Mountain 
Road as cheap as it could be done. I think it 
had been used for a barber shop. Not a place 
to park a car or even stop one. Post Offices 
should be in all supermarkets, so that the 
public would be able to mail their parcels 
conveniently. The Postal Service is an excel- 
lent service, as I have said before, and I am 
sure they are ready and willing to handle the 
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bulk at a much cheaper rate then the express. 
I feel that the remainder of what the express 
is carrying could be handled by freight. 


In closing, I would like to refer to interest 
rates. I have always had the highest regard 
and confidence in the National Banks in 
Canada. They have the greatest record in the 
world. But it was a cruel and unwarranted 
act on the part of the Government to open 
the door and allow people to charge any rate 
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of interest they wished. I do not blame this 
on the National Banks. For years there was 
no restriction on Finance Companies and I 
believe the great difficulty facing us now is. 
the running away of high interest. The rich 
are certainly going to get richer. Interest. 
should be pegged at 6 per cent and this can. 
be done. 
Respectfully submitted, 


Major D. A. Macdonald, 
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APPENDIX A-76 


ENAMEL & HEATING PRODUCTS LIMITED 
SACKVILLE, NEW BRUNSWICK 


February 12, 1968. 


This Brief is submitted by ENAMEL & 
HEATING PRODUCTS LIMITED, a Com- 
pany incorporated under a Dominion Charter, 
and employing at present an average of 600 
to 800 people in four Plants. 


_ Through one of our predecessor companies 
we have been manufacturing Cooking and 
Heating Appliances (that is, stoves, ranges, 
heaters, furnaces, et cetera) at SACKVILLE, 
NEW BRUNSWICK, for over one hundred 
years. 


Our predecessor company, CHARLES 
FAWCETT LIMITED, was one of the first, if 
not THE first company to manufacture 
ranges, heaters, furnaces, et cetera, in East- 
ern Canada. Prior to that the needs of the 
Eastern Provinces were supplied largely from 
‘Massachusetts. Maritime-made goods found 
favour in the Canadian market as long as 
transportation costs made the Canadian mar- 
kets available to the Eastern manufacturer. 


By the turn of the Century there were 
twelve to fifteen plants in the Maritimes turn- 
ing out this kind of goods. As transportation 
costs increased however it became more diffi- 
cult to compete in the larger market. The 
‘Maritime Freight Rates Act helped temporari- 
ly until the Railway found ways of eroding 
the M.F.R.A. benefit. The drastic increase in 
freight rates in the late forties and early 
fifties finally closed the broad market to most 
of the firms in this business here in the East 
until today there are only the two firms 
left—The Enterprise Foundry Company, Lim- 
ited, and our firm. Since, insofar as ranges, 
furnaces, et cetera, are concerned, the two 
‘firms are similar, we would suggest that 
probably most or all of the points covered in 
| their submission would apply equally to our 
‘firm so we would hope when considering that 
' brief you would think of it as applying to two 
companies. In the same way we would expect 
that most of what we have in this brief will 
also apply to them. If so, that would be two 


companies with similar problems, and possi- 


bly most of the secondary manufacturers in 


the area would be effected along the lines 
indicated by the graphs attached. On that 
basis we are not going to deal with specific 
rates and conditions but are going to attempt 
to help you by submitting a broad or overall 
picture as it applies to firms and plants such 
as these. As transportation costs began to 
close the broader Canadian market to us we 
started to diversify and at times have manu- 
factured Sanitary Enamelware, also Railway 
car wheels. At presnet, in addition to our 
lines of ranges, heaters, furnaces, et cetera, 
we are turning out substantial tonnages of 
Reinforcing Steel Bars for concrete, also 
operate a modern fully-equipped plant for 
Aircraft maintenance, overhaul and compo- 
nent manufacture. The range, heater and fur- 
nace lines though have been active with us 
for well over one hundred years and serve 
best to give you information that we hope 
will be helpful to you. 


Please refer to the chart attached to this 
brief. We could go back further in time, but 
up to the late ’teens the effect of freight 
increases had not shown very much. This is 
normal because there is always a time lag, 
while the pattern of the flow of business 
changes, following each major change in 
costs. 


The line marked “A” on the graph shows 
the percentage of our out-turn of ranges, 
heaters, furnaces, et cetera, which went out- 
side the four Atlantic Provinces for each of 
the years 1923 to and including 1967. You will 
see the percent ran about constant 1923 to 
1927. In 1928 the effect of the increases that 
brought the Duncan Commission into being, 
began to show and the percentage dropped 
sharply. 


In 1927 the M.F.R.A. came into effect and 
as its benefits began to have effect an 
improvement shows for a couple of years. 
Then the Railway introduced a free Pick-Up 
and Delivery Service for L.C.L. shipments 
within the Central Provinces. Shipments 
that originated in the Maritime zone however 
were subject to charges for this service, 
which charges on shipments to Montreal for 
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example, approximated the benefits from 
M.F.R.A., thus cancelling them out, contrary 


to the intent of the M.F.R.A. The result of 
this was to put the Maritime manufacturers 
at a further disadvantage compared to those 
manufacturers located in the Central zone 
and the effect of it and the Depression of the 
thirties show in the graph for the years 1931, 
1932, 1933 and 1934, which finally brought the 
percentage of goods going outside the area to 
an all time low of less than 50 per cent. 


While these things effected the Central 
market for the time, the relative position had 
not been too drastically effected Nationwide. 
As we came out of the depression of the 
thirties we were able as you will see, by 
turning out better goods than some of the 
people in Central and Western Canada, to 
build on the contacts of the years before and 
get up precariously to above the 60 per cent 
again, and carried on there in the period of 
frozen prices and freight rates to the late 
forties. 

The peak shown for 1947 and the hollow of 
1948 were the. products of a combination of 
peculiar non-repeating circumstances—the 
aftermath of the War which artificially raised 
the figure for 1947 and lowered it for 1948. 


In 1948 the first of the series of horizontal 
freight increases took place. We have 
endeavoured to indicate these increases by 
time and amount by a second line, marked 
“B” on the graph. You will note the increases 
added up to a peak of 157 per cent over the 
frozen rates of the early forties. 


On this line we have indicated two points 
in time and freight rate levels by the letters 
“X” and “Y”’. “X” indicates the point at which 
we found we could no longer compete in the 
manufacture of Sanitary Enamel Plumbing 
Fixtures with the only other plants (two in 
number) turning out this kind of material and 
located in Ontario. The operation had been 
marginal but had been built up as a means of 
keeping some employment in the Eastern 
area. The increases in transportation costs 
both outgoing and incoming made it impossi- 
ble to continue so the jobs of 125 to 130 men 
that had been there for many, many years 
went with the industry. Also the Railway lost 
the handling of perhaps 150 to 300 carloads of 
goods per year since by then a good part of 
What we had moved in carloads would be 
handled by the two plants in Ontario by 
truck. 


The point marked “Y” on the Freight Rate 
line marks the point where we found it advis- 
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able to sell a Wheel Foundry we had, for the 
same general reason given above. The pur- 
chaser, we understand, had to phase it out 
before long and so another 40 to 50 men had 
to seek other employment and the Railway 
lost the handling of many, many carloads of 
goods. 


As you follow the Freight Rate line “B” 
upward through the increases you can see 
clearly the effect they had on goods going out 
of the Atlantic area, line “A’’, until you will 
see in 1967 it is, on the same basis as previ- 
ous years, about 30 per cent. The increase in 
the trucking industry, and the establishing of 
Truck competitive rates in the Central areas 
particularly, against which the M.F.R.A. as 
set up did not protect us, contributed very 
materially to this decrease in proportion of 
shipments going outside the Eastern area. 


The above and the lines on the graph speak 
for themselves and serve to show you clearly 
how important economical transportation is to 
this area. 


We feel the undertaking to give this area 
access to the broad Canadian market which 
was one of the corner stones of Confederation 
is a matter of National Policy but that all 
through the years, the Governments of the 
day, have tried to fulfill that undertaking by 
manipulation of the National Transportation 
Policy. It seems to be time the two were 
separated and each set up to do its part 
toward what is needed. 


The Duncan Commission confirmed the 
understanding and the obligation of the Fed- 
eral Government respecting transportation in 
the Atlantic Provinces, so that work is all 
behind us and established. The Intent of the 
M.F.R.A. is what we need but the application 
does not fit the present. Under no circum- 
stances would the thought of cancelling the 
M.F.R.A. be tolerated but it needs to be 
amended so as to carry out its intent. One 


a eeE EEE 


necessary amendment must be to extend it to — 


all modes of transportation. In 1927 there was 
only one. 


Lest there be any thought that we are 


thinking only of outgoing shipments may we — 


say that the incoming shipments, of which 
there must be approximately the same ton- 
nage as the outgoing, were all subject to the 
increases shown by line “B” on the graph and 
therefore contribute their share to the overall 
problem. 


We have not shown any reference to the 
drastic increase in L.C.L. costs brought in 
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September 5, 1967. One cannot make any 
comments on it until it is stabilized. As yet a 
good many of the prior L.C.L. rates are tem- 
porarily in effect. If and when they are with- 
drawn, unless replaced by something in tune 
with the problems and the obligations, the 
new tariff 100 would only further accelerate 
the trend shown so clearly by line “A” on the 
graph. 


We thank you for the opportunity to submit 
these thoughts to you. We hope they may ina 
small way help you understand the situation 
a little better. 


We are glad the Provincial Government 
have undertaken to work out a positive sub- 
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mission to be put forward as soon as ready 
outlining what we in this area feel needs to 
be done to put us in a position where we can 
work toward solving our problems and yours. 
We will be pleased to help all we can in that 
work. 


We are sure you can see from the graphs 
attached here, that as things are going the 
prospects for the years to come are all too 
evident unless we have access to the larger 
market. 


Yours very truly, 


R. B. Fullerton—General Manager 
F. R. Rand—tTransportation Officer 
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APPENDIX A-77 


BRIEF 
on behalf of 


THE ENTERPRISE FOUNDRY COMPANY LIMITED 
SACKVILLE, NEW BRUNSWICK 


Mr. Chairman and Members: 


This Company is a privately owned one 
which has been manufacturing Cooking and 
Heating Equipment since 1872 at Sackville, 
N.B. and, through a great deal of hard work, 
has shown growth and development over the 
years. 


The number of employees average 350 to 
375 and the value of the products sold 
amounts to several millions of dollars. 


Sackville has a population of about 3,000. 
The Community has, to a large extent, grown 
up and developed based on two Stove Plants 
in the Town. On the basis of four to a family, 
this Company alone has 1,400 people at least 
depending directly on it for their living. This 
is a large percentage of the Town and sur- 
rounding community. These employees sup- 
port many merchants and others. 


The market we cater to is Canada. In order 
to do this, it has been necessary to establish 
and maintain warehouses in St. John’s, Dart- 
mouth, Montreal, Toronto, London, Win- 
nipeg, Calgary, Edmonton and Vancouver. 
The operation of these warehouses is costly 
but essential to give the service that will ena- 
ble us to obtain a share of the business. 


Goods are shipped to the warehouses in 
carload lots and distributed to dealers in the 
respective territories. For the Atlantic Prov- 
inces and Eastern Quebec our product is dis- 
tributed direct from Sackville by L.C.L. 
Freight. 


The largest part of our business is West of 
the Atlantic Provinces and it is there where 
' we must look for growth for the continuance 
of our Company. Increased volume is essen- 
tial to keep pace with wage and material 
increases. 

Transportation is a vital factor in our busi- 
ness, especially where we are selling the larg- 
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est part of our production in the very highly 
competitive markets of Central and Western 
Canada. 


We have expended capital and built up our 
Organization to reach out into the markets 
beyond the Atlantic Provinces, and we there- 
fore depend on these markets. It is there that 
the growth in population is taking place, and 
it is there that we must maintain and increase 
the outlet for our production if we are to 
preserve our business which means employ- 
ment to so many people and a lifetime of 
effort and accumulated investment. 


It is to be regretted that the time, between 
the date we were notified that your Commit- 
tee was going to have hearings here and the 
dates fixed for the hearings, and for briefs to 
be submitted, was so short that it has not 
been possible to carry out the amount of 
research we would like. In view of this we 
have just had to do the best possible in the 
time available. 


The source of this whole difficult situation 
seems to be, in our opinion, that the National 
Policy and the National Transportation Policy 
are operating in opposite directions instead of 
the Transportation Policy working in with the 
National Policy. 


Our understanding is that one point in the 
National Policy is “to afford to Maritime Mer- 
chants, Traders, and Manufacturers the larg- 
er markets of the whole Canadian people 
instead of the restricted market of the Mari- 
times themselves”. (Reference: Preamble to 
original statute Maritime Freight Rates Act). 


The National Transportation Policy seems 
to be for the Railways to go ahead with no 
restrictions as to rates anywhere. 


Competition may be an effective means of 
controlling rates for Central Canadian Ship- 
pers, but because of greater distances for 
Maritime Shippers in reaching the Central 
Canadian Markets, and because the highway 
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transport serving the Maritimes is now as 
well developed, competition may fall consid- 
erably short of providing ample protection for 
Maritime Shippers. 


Tariff 100, effective September Sth, 1967, 
means that the cost of moving our product to 
our customers is tremendously increased and 
has also increased the cost of our raw materi- 
als and supplies. This all adds up to greater 
sales resistance with probable loss of business 
and of so increasing our costs to make us 
non-competitive. This would mean the end of 
our business, as has been the case with other 
Maritime Stove Plants. 


On checking twenty-four destinations in the 
Atlantic Provinces, to which shipments are 
made from Sackville, for a shipment of two 
electric ranges, which is a normal local ship- 
ment, we find that the average increase is 
123 per cent for the same service as before. 


See Statement “A” attached for details. 


To seventeen destinations in Eastern Que- 
bec on a shipment of two electric ranges the 
average increase is 76 per cent. See Statement 
“B”’ attached. 


In addition to these great increases in rates 
there is a lot of extra expense involved in the 
shipping room to figure up how to bill out a 
shipment. Is the shipment to be pounds 
weight or dimension weight based on 10 
pounds per cubic foot? The measuring of 
large quantities of tailormade packages for 
cubie feet means two multiplications and one 
division calculation. On shipments of less 
than 300 pounds, one must add length to girth 
to see if the total is more than 92 inches and 
will take an extra charge of 20 cents. Then 
the extra charge of 20 cents for each piece in 
a shipment more than one piece. On thou- 
sands of shipments these items mean a lot of 
extra clerical help. Surely there is a more 
simple way of handling this so as to relieve 
shippers of so much additional expense. 


Incoming L.C.L. shipments of raw materials 
and supplies from points West of the Mari- 
times is an extremely serious item for us 
costwise. There are many hundreds of these 
shipments and they come in freight collect. 


Some 90 per cent of our materials come in 
from these points. Largely from Ontario, 
some from Quebec and the U.S.A. 


On our bulk materials coming in by carload 
we pay heavy transportation charges as com- 
pared to competitors in the Toronto area. 
Such items are Pig Iron, Enamel Frit, Special 
Sands, Coke, Water Heater Tanks, Steel 
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Sheets, etc. On steel sheets our freight is 
$16.80 per ton more than to Toronto. This 
item alone in 1967 cost us $43,680.00 more 
than the Toronto manufacturers. This figure 
is greatly increased when adding on other 
bulk carload materials and L.C.L. incoming 
shipments. 


A survey for a period of time on incoming 
L.C.L. shipments shows that the increases 
under Tariff 100 are, as close as can be 
figured, average 70 per cent more than under 
the Class Rate. Expressing this in cost per ton 
shows that we pay out about $88.80 per ton 
(on F.O.B. Toronto basis) more than our com- 
petitors in the Toronto area. Some items come 
from points outside Toronto so the Toronto 
manufacturer would pay some freight. 
However, this would be small and the extra 
we pay over the Toronto competitor is at 
least $80.00 per ton. This is too heavy a load 
for our business to stand. It means increased 
cost of our products and destroys our com- 
petitive position. This would mean loss of 
business which would be disastrous to our 
Company. This increase on incoming L.C.L. 
shipments amounts to $44,400.00 under Tariff 
100 on the basis of the volume done in 1967 
on the $88.80 basis or $40,000.00 on the $80.00 
basis. 


The above rates are tabulated as follows, 
showing increase from Class and Commodity 
Rates to Rates in Tariff 100: 


1. On L.C.L. shipments from Sackville 
to points in Atlantic Provinces, average 
increase — 123 per cent 

2. On L.C..L shipments from Sackville 
to points in Eastern Quebec, average 
increase — 76 per cent 

3. On L.C.L. shipments of raw materi- 
als from points in Central Canada to 
Sackville, average increase — 70 per cent 

4. Sackville Company pays on L.C.L. 
raw material shipments as compared to 
Central Canada competitor minimum 
extra of — $80.00 per ton 

5. This amounted in 1967 to approxi- 
mately — $40,000.00 

6. On C.L. Steel Sheets, Hamilton to 
Sackville as compared Hamilton to 
Toronto, Sackville pays an extra of — 
$16.80 per ton 

For a yearly total of this Item 6 for 
1967 — $43,680.00 

For details of above see Statements 
“A? “Br ivand §@ attached, 


March 7, 1968 


7. Many other carload shipments 
amount to many thousands of dollars. 


8. Do you believe that it is economical- 
ly possible for a Company that has to pay 
much more than its competitors, for 
materials, to compete with those competi- 
tors, whose materials cost them less? 


We found these costs so high that we have 
instructed our suppliers who ship L.C.L. to 
bill out their shipments to us under Class 
Rates. 


Also all our L.C.L. outgoing is being sent at 
Class or Commodity Rates. Not the new non- 
carload rates (Tariff 100). 


It is true that in both the above cases, 
transportation costs are higher now than 
before September 5th, 1967, due to the elimi- 
nation of pick-up and delivery service and 
the cancellation on that date of L.C.L. com- 
petitive rates. Furthermore the L.C.L. Class 
and Commodity Rates were increased as 
recently as May 4th, 1967, by varying 
amounts ranging from 6 to 12 per cent. But 
nonetheless Class Rates are still not as 
damaging as the new non-carload rates in 
Tariff 100. 


For many years the Appliance Industry has 
been extremely competitive pricewise and 
this continues. To show what the price situa- 
tion is, we refer you to D.B.S. figures, 
November 1967, Catalogue No. 62-002, page 
10. In 1956 Electric Range wholesale price 
Index 100, is now 84.5 This means that now 
Electric Range prices are reduced 15.5 per 
cent from 1956. There are extremely few 
items listed in this catalogue which do not 
show, in the same period, substantial price 
increases. 


Another of our products is Oil Furnaces on 
page 8. These show a reduction 4.4 per cent. 


On the other hand our raw materials show 
a substantial increase in price; as an example, 
Cold Rolled Steel Sheets up 17.4 per cent. 
This is our largest single commodity. 


Most of our competitors, and these are 
Canadian Plants of large U.S. Corporations, 
are located in what may be referred to as the 
Toronto area. Centrally located in the big 
wealthy market with a minimum of distribu- 
tion expense. Also they have their raw 
materials and supplies almost at their doors. 


Compare this situation with a New Bruns- 
wick competitor who has a long rail haul in 
and a long rail haul out, as additional 
expense. There are no compensating advan- 
tages in a New Brunswick location. 
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All the above conditions worsen considera- 
bly our competitive position with these Cen- 
tral Canada Manufacturers who are more 
strategically located. 


Some years ago there were twelve Stove 
Plants in the Maritime Provinces. Now there 
are two. The others could not keep up the 
pace of competition. 


The continued existence of our industries is 
dependent on their relative competitive posi- 
tion with similar manufacturers in those more 
densely populated areas in Quebec and On- 
tario. Consideration of the matter should be 
on a comparative basis. 


It seems to us that it is very much in the 
interest of the Railways to do everything in 
their power to encourage and develop manu- 
facturing industries in the Atlantic Provinces, 
and for the Government to see that this is 
done. From such businesses the Railway get 
a much greater proportional amount of traffic 
than from a concern of the same size in the 
Central Provinces. In other words, in a Mari- 
time industry there is the long rail haul in on 
raw material and long outward haul on the 
finished product, plus the local haul. Further- 
more, we feel very safe in stating that the 
railways obtain a much larger percentage of 
our traffic than they do of competing in- 
dustries in Central Canada which generate 
short haul traffic, particularly susceptible to 
truck carriage. Our own traffic also brings 
additional rail freight which one might call 
secondary traffic, that is, food, supplies, etc., 
for the communities supported by our in- 
dustry, and these we believe provide a con- 
siderable tonnage. 


The Railways of Canada were built, in 
part, with the idea of uniting all sections of 
Canada into an economic group to make 
Canada strong. All parts of Canada must be 
prosperous if Canada as a whole is going to 
be prosperous. 


Secondary Industry is badly needed in the 
Atlantic Provinces to round out our economy 
and to provide that great stabilizing influ- 
ence, the weekly pay envelope, that maintains 
communities in prosperity. To accomplish this 
end not only to the present industries here 
need the opportunity but more industry needs 
to be developed, but for this development 
there must be conditions suitable to the pros- 
pective and more importantly the present 
manufacturer so that he will be in a position 
to market his production economically and 
competitively in the large and broad markets 
of Canada. It seems, due to the way in which 
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freight rates have been increased, that the 
effect has been the reverse of the original 
idea of unity, namely to have resulted in a 
tearing apart of Canada and a great centrali- 
zation of industry in Ontario and Quebec to 
the detriment of other Provinces. We believe 
that this condition can only be overcome by 
removing the uneconomic and what appears 
unjust situation which now exists and which 
throughout the last many years has steadily 
worsened the situation of the producers in the 
Atlantic Provinces. 


It seems to us that the National Transporta- 
tion Policy should have been made up of the 
necessary number of area policies which 
would give to each economic and geographic 
area the chance to grow and prosper. Here 
again is the Government responsibility. The 
Maritime Freight Rates Act resulting from a 
Royal Commission, definitely established the 
fact that Maritime Transportation is a nation- 
al problem. Improvements were made in the 
situation by Maritime Freight Rates Act but, 
unfortunately, the movement of essential raw 
materials and supplies from West to East was 
omitted, possibly due to the fact that at that 
time, 40 years ago, the situation did not apply 
nearly as much as it does today. There are 
sound basic qualities to the M.F.R. Act but 
they need a realigning and expanding to fit 
into today’s requirements. 


To point up that this matter of disturbed 
rate relationship is a very serious one, we 
bring to the Committee’s attention that the 
freight rate increases have already contribut- 
ed materially to the closing and dismantling 
of an old established Stove Plant in Moncton 
two years ago. Once conditions force the clos- 
ing and dismantelling of a Plant, it is then 
too late for relief. A repetition of this we 
want to avoid. 


It was stated on February ‘7th at the 
Confederation Conference that there must be 
a bigger than ever effort to raise economic 
standards in the Atlantic Provinces as there 
are such widespread disparities from one 
region of Canada to another. An instance of 
this was given as follows: 


1. Gross profits per capita 1966 (dollars) 
New Brunswick 135; Ontario 322; an 
increase of 135 per cent over New 
Brunswick. 


2. Gross product per capita 1966 (dol- 
lars) New Brunswick 1876; Ontario 3292; 


an increase of 75.4 per cent Ontario over 
New Brunswick. 
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From this it can be seen that while the 
gross product per capita was 75.4 per cent 
more in Ontario, the gross profits per capita 
were 135 per cent more. Surely this points up 
dramatically the need for Atlantic Province 
Industries to have greater access to the full 
markets of Canada. In this we are prevented 
at the present time by excessive costs in 
transportation. 


For the Atlantic Provinces there should be 
a massive attack on economic disparities. A 
situation which is considered a major threat 
to Canada’s unity. Such a program was 
recommended by the Premiers of Ontario and 
of the Atlantic Provinces. 


The following points stand out very clearly 
from this Brief: 


1. Transportation assistance is required 
for the movement of inbound raw materi- 
als and outbound finished product to ena- 
ble an industry such as ours to compete 
in the larger market of Canada. The 
exact amount of assistance or the manner 
in which it should be provided is beyond 
the scope of this submission, but it is our 
opinion that it must be sufficient to place 
a Maritime Manufacturer on a roughly 
equal basis, ratewise, with the Manufac- 
turer situated in Montreal. 


2. That the Railway not be permitted 
now or in the future to put into effect 
such radical alterations in their rate 
structure as is set forth in the new non- 
carload rates (Tariff 100). They should 
first consult fully with shippers and 
receivers to explore the effect of such 
changes upon their businesses and 
endeavour to come to a mutually satisfac- 
tory solution. Also to allow adequate 
lapse of time between such consultations 
and the effective date of the changes in 
rate and rule to permit shippers and 
receivers to endeavour to make suitable 
adjustments in their shipping practices. 
Also rates should be approved by the 
Canadian Transport Commission. 


3. That the Railway be required to 
reflect not more than a fair and reasona- 
ble proportion of railway increase costs 
in their rates to any particular shipper or 
region, so that transportation rates on our 
products be such that we will be able to 
deliver them to Ontario and Quebec mar- 
kets at a cost roughly equal to transport 
costs from the producing point nearer to 
the market than the Maritime Manu- 
facturer. 


March 7, 1968 Transport and Communications 819 


4, That in future increases in rate from 
the Maritimes to Western Canada be not 
more than increases for like commodities 
from Central to Western Canada, and 
that such increases be in cents per 100 
pounds rather than percentage so as not 
to disrupt the competitive relationship 
between Central Canada and Maritime 
shippers in the Western market. 


As each day passes, we believe there is a 
steadily growing awareness by the people of 
all sections of Canada of the acute problems 
of the Atlantic Provinces, and with it a strong 


desire to do something about it before it is 
too late. More and more urgent are the prob- 
lems becoming. Take for example the coal 
and steel situation. This has now assumed 
national proportions. Only far reaching and 
drastic action will adequately deal with it. 
And so must bold far-seeing steps now be 
taken to maintain and develop other indus- 
tries we have in Atlantic Canada. 


Respectfully submitted, 


THE ENTERPRISE FOUNDRY 
COMPANY LIMITED 
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SHIPMENT OF 2 ELECTRIC RANGES FROM SACKVILLE, N.B. 


NEW RATES— 
Tariff 100 
480 lbs ++ .25 for value 
At Class Rate 4401lbs = 4801bs 


440 lbs at cubic wet. 
A be'R 

CL YUUEO. 2c cece. ean ues kha s ae Ce 2.90 6.68 
INGW. (SIaSPOM mas cate taal sk wc ee de cerr: aide (bigs 
SY CHEV. avec. oaremnn ike SU es. 4: Semretagtvana ies 4.70 10335 
Falifaxsen . Fees ee. eee Pe! 3.70 (RoR 
SN ATIMIOULLY 8.0 2 oe tere Sete eis aue ae asc tee 5.36 Lisl0 
TiiVErDGOl | fuses Ween 8 SRO EO 4.40 9.56 
Ba Men DUES avec uny ae oes no eset hes 4.18 9.56 
Moncton. 42.3685 ee eee ss aE 2.45 6.68 
Saint A On Ais Be ne eee sistas Meee 3.39 Neo 
TAG CLICTON” wed o aacee areenis en & sae a ee 3.78 8.71 
WOOdUSTOCK: -c.¢inguic tiara leet A es 4.31 9.56 
FdMun ds tor atk: Gee Vike cnr. «ee me 4.58 10.33 
Campbellton 28s a Cae... a eee 4.32 9.56 
TSQUAUESE. (ot cece eae cee nis oe eae eter 3.78 pe Gi 
WEWRASTIC” . duzsue Was 5 es euscepete so nena lername Ge 3.39 1 add 
SUMUMELSIC C ort. Oitoute ees ce ae 2.90 6.68 
Charlottetown osc. .,che nee eee ee 3.26 6.68 
Corner yBroolk 24). Shine eee. ..oc ss eee 6.02 13.49 
stephenvillers -. 232 eyk a week a a keen 5.90 12.97 
BOUaVISta Lo. cs ween ss wae eee 7.83 17.24 
WWEAPVSLOW I) sashes osha ete o FOee ee nar, 6.56 15213 
Gander i. tie nares ee Hee oes «<2 oe 6.86 15.66 
Grand@ Bank (ete 2. eter. : <4 eee 6.56 14.55 
Sy a 6 sb aig i 2 At a 8.00 17.82 

112.52 251.04 


123% increase 
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STATEMENT “B” 


SHIPMENT OF 2 ELECTRIC RANGES FROM SACKVILLE, NB. 


Tot 
Gaspe 


La Sarre 
Quebec 

La Tuque 
Grand Mere 
Drummondville 
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Montmagny 
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Riviere du Loup 
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NEW RATES— 
Tariff 100 
480 lbs + .25 for value 


At Class Rates 4401lbs = 480 lbs 

440 lbs at cubic wet. 
ee pretest ots 8.44 12.44 
seed 7.56 11.86 
bah ERAS 4539 15.61 
Meret.) ae 13.86 19.93 
Pe AT 6.82 Abs Poot Pe 
seb SGLs BONS 7.70 15.61 
ee eee T2708 15.61 
peeeeenes 7.70 Togo. 
mee ee 13.20 19.93 
Sine 7.70 TH Ch 
LHS ee 8.44 12.34 
32 eek Gs 9.55 16.57 
«Phen Ros 9.20 16.57 
PR ee 8.80 18.49 
Le ARS 7.00 10.33 
Mar esti es 8.18 16.86 
0 dA? AOE 8.60 11.86 

147.24 260.36 


76% increase 


STATEMENT “C” 


The following figures are actual incoming 
raw materials L.C.L. 


phe CLASS RATES 
March 1/67 to April 30/67 


9 weeks 
for $4,246.56 
— $2.60 per 100 lbs 
= $52.00 per Ton 
a NEW TARIFF 100 
(New Non-Carload Rates) 


Nov. 21/67 to January 26/68 


163,000 lbs. 


12 weeks 
$5,248.65 
— $4.44 per 100 lbs 
= $88.80 per Ton 


118,226 lbs for 


— INCREASE 70.8% Tariff 100 over Class 
Rates 814 Tons for 2 months = 489 Tons per 
year 


TARIFF 100 Nov., Dec., Jan. — 
$88.80 per Ton 


CLASS RATES March, April — 
$52.00 per Ton 
$36.80 = INCREASE 70.8% 


We pay more than our competitors in Toronto 
area a minimum of $80.00 per ton on in- 
coming raw materials from points West of 
the Maritimes. 


On 500 tons per year we pay more by about 
$40,000.00 
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APPENDIX A-78 


Submitted by 
THE MONCTON TRANSCRIPT 


ECONOMIC DISPARITY MUST BE ENDED 


At the constitutional conference in Ottawa 
the premiers of the Atlantic provinces have 
made it clear that they believe that there is a 
need in Canada for equality of economic 
standards. They have accepted the call for 
extension of linguistic and cultural rights but 
have, in reply, outspokenly told of the des- 
perate need for a massive attack on economic 
disparity, a situation they consider a major 
threat to Canada’s unity. 


The premiers are correct in taking this 
stand. Premier Robarts of Ontario, a man 
who is showing himself to be one of Canada’s 
most fair-minded and progressive leaders, 
had at the Confederation of Tomorrow Con- 
ference held in Toronto, outlined a concept 
calling for the investment of a billion dollars 
for the have-not provinces. While this sum is 
not to be sneezed at, Premier G. I. Smith of 
Nova Scotia was not incorrect in pointing out 
that really the sum isn’t as impressive as it 
sounds, especially in light of the $200,000,000 
that Nova Scotia alone has invested in the 
past few years to foster industrial growth. 


The Atlantic provinces—or in this context 
more correctly the three Maritime provinces 
—have made tremendous sacrifices in the 
name of Canadian unity. The three Maritime 
provinces were quite bustling concerns 100 
years ago. The natural market was to the 
south in the United States. Many communities 
showed signs of developing into quite sub- 
stantial industrial cities. Amherst, for exam- 
ple, was known as “busy Amherst.” Moncton 
was a fast growing town, with shipbuilding in 
the area together with other small but grow- 
ing industries. 


Confederation changed all that. The tariff 
walls that were thrown up cut the region off 
from its natural markets in the USS. and 
changed the flow of trade from north-south to 
east-west. The tariffs protected the fledgling 


industries of central Canada and behind them 
those industries flourished—to the detriment 
of the Maritimes. 


The price the Maritimes have paid to be 
Canadian is clear enough. Today it can be 
seen as approximately a 30-per-cent disparity 
in economic standards of the people here. 


Clearly, after 100 years of loyalty, this area 
deserves to be given the help it needs to close 
that gaping economic chasm. This does not 
mean handouts. It does mean sound assistance 
that will enable the proud and capable Mari- 
timer to lift himself up. 


One of the avenues for Atlantic area pro- 
gress which would carry the region a long 
way along the path to greater prosperity 
would be for a completely new deal for trans- 
portation. Many regional industries cannot 
survive solely on the regional market, but 
must sell their goods in the central and other 
areas of Canada. But transportation costs too 
often are an insurmountable stumbling block. 
A square deal in transportation for Atlantic 
area products would give businessmen here 
the access to markets elsewhere in Canada 
that they so desperately need. A square deal 
in transportation would spur the flow into 
this area of industry. 


Premier Joey Smallwood of Newfoundland, 
in his inimitable manner, put the whole issue 
in a nutshell when he argued that a baby born 
as a Canadian in Newfoundland or Labrador 
had the same right to decent education and 
housing and food and health care and every- 
thing else, including opportunity in life, as 
the baby born in the wealthy suburbs of 
Montreal or Toronto. That applies equally to 
the baby born in Cape Breton or Charlotte- 
town or the North Shore of New Brunswick. 
And it also applies equally to the parents. 


Respectfully submitted, 
THE MONCTON TRANSCRIPT 
J. K. Grainger, Publisher. 
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APPENDIX A-79 


SUBMISSION 
by 
THE MARITIME PROVINCES BOARD OF TRADE 


February, 1968 


Mr. Chairman, Gentlemen: 


The Maritime Provinces Board of Trade is 
the federation of some 115 Boards of Trade 


-and Chambers of Commerce located in com- 


munities 


throughout the three Maritimes 
Provinces. This submission reflects the think- 
ing of those organizations relative to area 


transportation problems. 


SS a 


subsidizing the Central 
_facturer. 


THE PROBLEM 


1. The Maritime Provinces, residents’ 
income is but two-thirds that of the prosper- 
ous areas of Canada and for many years 
Maritimers have lived in an economic ghetto. 


2. But this wasn’t always so. 
The logical way for the Maritime Provinces 


to trade is north and south and history has 


shown that when the area was able to trade 
this way, it enjoyed economic prosperity. 


3. Because of tariff walls, it is now not 
possible for the Maritimes to trade north and 
south. Since the tariff structure benefits the 


region very little, and forces the area resi- 
dents to purchase higher priced Central 
- Canadian manufactured products, rather than 
less expensive United States manufactured 
_ products, it has been said, with justification, 


that the Maritime Provinces resident is thus 
Canadian manu- 


4, It might be thought that the Maritime 
Provinces would have a transportation advan- 


tage in export markets. But this is not so 
because of a lack of sufficient sailings to 


world markets from Atlantic ports throughout 


the year, and more importantly, because the 
ocean rates are almost without exception 


identical to and from the Atlantic ports as to 


'and from the St. Lawrence ports. 


5. Primary industry in the area will not 


alter the income disparity. Secondary industry 
is needed. But the market itself is not suffi- 


ciently large to support secondary industry. 
Economic access to the large Central Cana- 
dian market is necessary to the establish- 
ment and maintenance of secondary industry. 
Unless this is enabled, the Maritimes will 
remain forever in the economic ghetto. 

does it now. 

THE HISTORY 


6. At the time of Confederation, the con- 
struction of the Intercolonial Railway was to 
provide the Maritimes with access to the Cen- 
tral Canadian market. Without this promise it 
is doubtful if the Maritime Provinces would 
have become a part of the Confederation and 
section 145 of the British North America Act 
confirms that the promise was indeed a tenet 
of Confederation. 


7. The Maritimer believes that access to the 
Central Canadian market is every bit as much 
a right of Confederation as are the rights 
sought by Quebec in connection with a bilin- 
gual and bicultural Canada. 


8. The Maritime Provinces Board of Trade 
believes that, implicit in this agreement, was 
the economic as well as physical access to the 
Central Canadian market. The railway no 
longer provides economic access to these so- 
essential markets. 


9. The railway was built but economic 
access to the Central Canadian market via it 
was continuously eroded by a series of freight 
rate increases which, in effect, pushed the 
Maritime Provinces further and further out 
into the Atlantic Ocean. While these freight 
rate increases were also permitted in the cen- 
tral region, they were for the most part not 
applied because of competitive factors. Be- 
cause of the sparsity of our population, an 
effective alternative to railway transport did 
not exist in the Maritimes at that time, nor 
does it now. 


10. Finally, the effect of these freight rate 
increases plus the depressed condition of the 
area brought about a “Restore Maritime 
Rights” movement in the mid twenties and 
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the Duncan Commission was appointed in 
1926. This commission confirmed that the pur- 
pose of the Intercolonial Railroad had indeed 
been to provide economic access to the Cen- 
tral Canadian market and that “to the extent 
that commercial considerations were subordi- 
nate to national, imperial and strategic con- 
siderations, the cost would be borne by the 
Dominion and not by the traffic that might 
pass over the line.” 


11. The findings of the Duncan Commission 
resulted in the enactment, in 1927, of the 
Maritimes Freight Rates Act. But again, ero- 
sion, in the form of horizontal freight rate 
increases, of the benefits obtained by the 
Maritime Freight Rates Act has no longer 
made it the instrument by which economic 
access to the Central Canadian market can be 
obtained—if indeed it were ever really such 
an instrument. 


12. And there is real concern, indeed alarm, 
that the most recent LCL freight rate 
increases will not only further inhibit growth 
but may actually bring about the demise of 
some already established vitally needed 
industries. In spite of unfavourable freight 
rates, these industries have been able to com- 
pete on the fringe of the Central Canadian 
Market but the most recent increases may 
well now make this impossible. Again we face 
the problem that the Maritimes market alone 
isn’t generally large enough to support most 
secondary industry. 


CONCLUSIONS 


13. If we are to ever get out of our econom- 
ic ghetto we must have economic transport 
for raw material from sources outside the 
region and be able to competitively reach the 
Central Canadian market with our manufac- 
tured products. Every other scheme designed 
to close the economic disparity that exists 
between the Maritimes and the more prosper- 
ous parts of Canada has so far failed. 


14. This means assistance with our trans- 
portation costs. 


15. What is needed is a public policy to 
provide financial assistance in transportation 
related to the considerations at the time of 
Confederation, and at the time of he enact- 
ment of the Maritime Freight Rates Act in 
1927, but in keeping with present economic 
conditions. 


16. There is precedent for area assistance in 
connection with transportation costs. Present- 
ly in Canada 
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(a) the St. Lawrence Seaway is being 
operated with tolls that are less than 
compensatory, 


(b) Export rates on grain are being 
maintained at the 1897 level, 


(c) Ice breakers, operated at govern- 
ment expense, are being used to keep the 
St. Lawrence open for shipping during — 
the winter months. 


17. In the recent Constitutional Conference, 
the Atlantic premiers placed great emphasis © 
on economic disparity and its relationship to 
Confederation. The Maritime Provinces Board 
of Trade believes a key to an improvement is 
the transportation policy it advocates in this 
presentation. 


18. CONCLUSION SUMMARY: 


(a) The Maritime Provinces Board of Trade 
submits that the claim of Maritime shippers 
and consumers to economic access to the Cen- 
tral Canadian market is every bit as much a 
right under Confederation as Quebec’s claim 
to a bilingual and bicultural society. 


(o) The Maritime Provinces Board of Trade 
further submits that unless this economic 
access to the Central Canadian market is ena- 
bled, all other attempts to stimulate the Mari- 
time economy may well fail and Maritimers 
could well be forced to live in an economic 
ghetto for all time. 


(c) By the same taken, the Maritime Prov- 
inces Board of Trade believes that the provi- 
sion of economic access to the Central 
Canadian market could well be the key to the 
solution of the Maritimes economic problems 
and that the form of assistance to enable this 
may not be necessary for all time. If econom- 
ic access to Central Canadian markets is 
provided, the region will grow and perhaps 
ultimately reach a size when it will be a 
self-contained market. As this point transpor- 
tation assistance could well be abandoned. 


RECOMMENDATIONS 


19. The Maritime Provinces Board of Trade 
recommends: 


(a) That the government recognize the 
right of Maritime shippers and consumers 
to economic access to the Central Canadi- 
an market as a right of Confederation 
and as a matter of National Public Policy 

(ob) That the Parliament of Canada, 
after recognizing this and as a temporary 
measure, immediately amend the Mari- 
times Freight Rates Act so that its effec- 
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tiveness is restored to the level of its 
effectiveness in 1927 and the subsidies 
necessary to achieve this be paid out of 
general revenue and to all modes of 
transport. 


(c) That the government then await the 
report of the so-called ‘“Interprovincial 
Task Force’ which has been set up to 
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“economic access” actually means in 
terms of tariffs, freight rates, etc., etc., 
and that the report of this “Task Force” 
be the basis for a revised Maritime 
Freight Rates Act. 


Respectfully submitted, 
B. W. Isner, President, 


study and _ specifically establish what Maritime Provinces Board of Trade. 
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APPENDIX A-80 


BRIEF 
by 


Lone Pee von 'COy Livi rey 


The Atlantic Provinces Transportation Study 


As a Canada wide company operating a 
number of retail stores and a Catalogue 
House in the Atlantic Provinces we are very 
much aware of the cost of transportation on 
the merchandise we purchase and on the 
merchandise we ship from our facilities to our 
out-of-town customers as our Selling price 
includes free home delivery. 


Transportation costs are a vital factor in 
establishing the laid down cost and conse- 
quently the retail selling price of merchandise. 


The fact that we prepay transportation 
charges on all merchandise to our customers 
in the Atlantic Provinces and that in some 
areas the catalogue is the only source of sup- 
ply of many consumer items required, our 
Catalogue retail prices must reflect both 
incoming and outgoing transportation costs. 
Any significant increase in transportation 
rates must of necessity be reflected in our 
retail selling price of the merchandise. 


Shippers and receivers of merchandise, and 
especially our Company, are constantly 
exploring and examining every method and 
means to keep our transportation charges to a 
minimum so that the laid down cost and 
delivered price to our customers is the lowest 
possible. 


However, since September 5th, 1967 when 
the new Express Traffic Association Tariff 100 
became effective, there has been a substantial 
increase in transportation charges paid by our 
Company on merchandise moving into the At- 
lantic Provinces from suppliers and on distri- 
bution within the Atlantic Provinces to our 
customers. 


To illustrate this point, the following exam- 
ples have been taken on actual shipments to 
our Company. 


From Toronto to Halifax—Dinette Suite 135 
pounds 24 cu. ft. 3 pes. 
Former transportation charge $4.48 
Present transportation charge $7.30 
Increase $2.82 equals 63 per cent 


From Toronto to Campbellton—same com- 
modity 
Former transportation charge $4.33 
Present transportation charge $6.35 
Increase $2.02 equals 46.7 per cent 


From Toronto to MHalifax—Heater 65 
pounds 11 cu. ft. 
Former transportation charge $3.32 
Present transportation charge $4.30 
Increase 98¢ equals 29.5 per cent 


From Hespeler, Ontario to Halifax—Fur- 
nace 190 pounds 17 cu. ft. 


Former transportation charge $5.70 
Present transportation charge $9.10 
Increase $3.40 equals 59.7 per cent 


From Montreal to Halifax—Hide-a Bed 245 
pounds43 3acw. it: 


Former transportation charge $12.27 
Present transportation charge $16.02 
Increase $3.75 equals 30.6 per cent 


From Montreal to Campbelltown—Chair 60 
pounds 20.4 cu. ft. 


Former transportation charge $2.40 
Present transportation charge $4.00 
Increase $1.60 equals 66.7 per cent. 


From Moncton to MHalifax—Heater 63 


pounds 9:17 cu.ft 


Former transportation charge $1.80 
Present transportation charge $3.20 
Increase $1.40 equals 77.8 per cent. 


We have a special tariff for the movement 
of our catalogue merchandise from our Monc- 
ton warehouse to our customers and from our 
customers back to our Moncton warehouse. 

Under this special tariff our transportation 
charges on this traffic have increased approxi- 
mately 20 per cent-25 per cent. 

The greatest increase has been on small 
shipments as the following examples 
illustrate. 

From Moncton to Yarmouth—Merchandise 

pieces 60 pounds 
Former transportation charge $1.80 
Present transportation charge $3.38 
Increase $1.58 equals 87 per cent 
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From Moncton to Sydney—Merchandise 1 
piece 80 pounds. 
Former transportation charge $1.80 
Present transportation charge $3.85 
Increase $2.05 equals 110.8 per cent 


From Moncton to Charlottetown—Merchan- 
dise 1 piece 20 pounds 
Former transportation charge $1.80 
Present transportation charge $2.80 
Increase $1.00 equals 55.6 per cent 


When comparing the percentage of increase 
in the rates in the Atlantic Provinces with 
those in the rest of Canada, the Atlantic 
Provinces increase in rates is significantly 
higher than in all other areas. 


It should be mentioned that there is very 
little reliable and regular highway transport 
service in the Atlantic Provinces compared to 
the rest of Canada, therefore very little com- 
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petition for the railways, which may have 
been a significant factor when the new rates 
for the Atlantic Provinces were being estab- 
lished. 


From the reports we have received from 
our Catalogue Sales Offices in the Atlan- 
tic Provinces, we conclude that even with 
substantially increased rates the general over- 
all service has deteriorated. 


We feel that if the present levels of rates 
for the Atlantic Provinces are not reduced, it 
will result in an increase in the cost of living 
for the consumer and could retard the growth 
of our Company which provides employ- 
ment and income directly and indirectly to 
many people in the Atlantic Provinces. 


W. R. SPARKS, 
THE T. EATON COMPANY LIMITED 


Toronto, February 13, 1968. 
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APPENDIX A-81 
BRIEF 
Submitted by 
NOVA SCOTIA FEDERATION OF LABOUR, 
NEW BRUNSWICK FEDERATION OF LABOUR, 
PRINCE EDWARD ISLAND FEDERATION OF LABOUR, 
NEWFOUNDLAND FEDERATION OF LABOUR. 


MARCH 1968. 


Mr. Chairman and Committee Members: 


This submission is presented on behalf of 
the provincial federations of labour of Nova 
Scotia, Newfoundland, New Brunswick and 
Prince Edward Island, bodies comprised of 
trade union members in all major industries 
in the Atlantic Provinces. 


We are extremely concerned with the rela- 
tive deterioration of the economic standing of 
our region vis-a-vis the rest of Canada, and 
since an adequate transportation system pro- 
vides the indispensible framework around 
which all economic growth takes place, we 
consider the work of your committee to be of 
utmost importance. 


Our views on the need for a comprehesnvie 
regional economic policy for the Atlantic 
region have recently been made known to the 
Federal Government and it is only within the 
context of this overall policy that our attitude 
on matters of transportation can be fairly 
judged. The recent Memorandum of the 
Canadian Labour Congress to the Federal Gov- 
ernment, which was fully endorsed by our 
four provincial federations, concluded its dis- 
cussion of the problem of Atlantic regional 
development in this way: 


“The economic problems of the Atlan- 
tic provinces are such that they will yield 
to nothing short of a massive program 
of co-ordinated and comprehensively 
planned regional economic development. 


To this end, we suggest that the Feder- 
al Government take the initiative by 
establishing a single agency, or depart- 
ment of government, charged with the 
sole responsibility of planning, and 
subsequently implementing comprehen- 
sive programs of regional economic devel- 
opment. The urgency of this situation in 
the Atlantic provinces argues that priori- 
ty be given to the problems of this 
region. However, in the final analysis all 
programs of economic development 


should only be promoted in close co-oper- 
ation with governments and other agen- 
cies representing the people directly 
involved, such as the Cape Breton Devel- 
opment Corporation and the Atlantic 
Development Board. They must have as 
their ultimate goal the creation of mean- 
ingful employment and income oppor- 
tunities for the residents of all regions of 
Canada.” 


It is our view that attainment of these goals 
in regional economic development will 
require a different emphasis to the problem 
of regional transportation than was contained 
in the National Transportation Act, the intro- 
duction of which provided the machinery for 
an integrated national transportation system 
alng the competitive lines proposed in 1961 
by the Royal Commission on Transportation. 


The prime objective of the Royal Commis- 
sion was to devise a system whereby compet- 
ing modes of transport would carry traffic 
according to their natural cost advantage, 
and, under which, subsidies to individual 
modes which had previously had the effect of 
distorting the true competitive picture, were 
to be eliminated. The concern of the Commis- 
sion was that, over time, the national trans- 
portation policy had come to embrace two 
largely divergent aims. On the one hand it 
was viewed as an instrument of national policy 
and, as such, was to be used without con- 
cern for its profitability while, on the other 
hand, if was seen as a commercial enterprise 
with the attendant requirement that it be 
economical and efficient. 


The Royal Commission sought to give 
added emphasis to the competitive element in 
the transportation policy, suggesting that its 
use as an instrument in the pursuit of nation- 
al economic, social or other goals was a sepa- 
rate issue, something to be considered apart 
and not confused with the national transpor- 
tation policy per se. thus, the Report stated: 


“We recognize that this approach to the 
problem—that the principal concern of 


March 7, 1968 


national transportation policy today 
should be with ways and means of 
achieving the most efficient transport sys- 
tem to serve the needs of the economy 
—may be a departure from the tradition- 
al view. Historically, the transportation 
system in Canada was used so extensive- 
ly as an instrument for the pursuit of 
broad national policy objectives that the 
character of the system as a system tend- 
ed to become a matter of secondary 
concern’’* 


As a basic formula for national transporta- 
tion policy, this approach was welcomed by 
union groups. However, the de-emphasis of 
public policy considerations is a matter of 
grave concern for the Atlantic provinces. Ob- 
viously, it is in the interest of all Canadians 
that the country should have an efficient, 
integrated transportation system; but, for 
quite some time to come, the major consider- 
ation in the Atlantic provinces will be that 
cheap transportation be made available wher- 
ever the attainment of regional development 


_ goals require it. 


It is entirely appropriate for the govern- 


ment to use transportation to subsidize com- 
munities and areas of the country which are 
at an economic disadvantage because of lack 


of resources, geographical remoteness or any 
other reason. At the same time, the govern- 
ment must ensure that it does not impair the 
efficiency of the transportation system by its 
actions. To achieve this, the government must 
equalize its subsidies over the various trans- 


portation industries so as to maintain their 


natural cost relationships, and by natural cost 


relationships we mean those that would exist 
with no subsidization whatsoever. 
essential, not because discrimination against 


This “is 


an individual mode of transportation is 
unfair, but because it is inefficient. 


Thus, where public policy requires the 


assistance of subsidized transportation this 
must be provided, with the government 


shouldering the cost. Such a role was foreseen 


by the Royal Commission as the following 
_ passage indicates: 


“There is a danger, however, that an 
approach to National Transportation Poli- 
cy which is excessively preoccupied with 
its financial aspects may tend to overlook 
the high national objectives which would 
not otherwise have been attained...It 
should be quite apparent that as long as 
the transportation system is required to 


- * Report of the Royal Commission on Trans- 


portation, 1961, Vol. II, Page 180. 
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perform services which do not reflect 
commercial incentives, financial assist- 
ance from the government will be a 
necessary concomitant of transportation 
policy. We would not wish, in other 
words, to encourage the Canadian public 
to believe that a country such as ours can 
expect to obtain the kind of transport 
facilities, designed to fulfil national policy 
objectives that transcend commercial 
considerations, without a continuing out- 
lay of public funds of a considerable 
order of magnitude.’’* 


That said, we now wish to emphasize that 
the regional development of the Atlantic 
provinces is a _ priority goal which will 
undoubtedly require the provision of such 
unremunerative transport services whose cost 
must be met by government. 


The use of transportation policy as an 
instrument of economic development was 
clearly established at the time of Confedera- 
tion and has a firm precedent in the Atlantic 
provinces in the Maritime Freight Rates Act 
of 1927. Since its enactment, this particular 


-piece of legislation has provided the basis of 


transportation assistance to our region. 


The M.F.R.A. provides for a reduction in 
rail freight rates for traffic moving within or 
originating within a designated area (gener- 
ally the Atlantic provinces together with that 
part of the Province of Quebec lying south of 
the St. Lawrence and east of Levis). The 
reduction amounts to 20 per cent of the rate 
for intra-area and export traffic while west- 
bound traffic is subsidized to the extent of 20 
per cent for that portion of the journey to 
the western extremity of the designated area 
and 30 per cent for the balance of the haul. 


It is our considered opinion that the 
M.F.R.A is now an inadequate tool of support 
and must be augmented. Both qualitatively 
and quantitatively, the measure falls short of 
current requirements. In the first place, it 
offers only partial assistance and this is still 
inadequate to allow Atlantic shippers to com- 
pete effectively in the markets of Central 
Canada. In the second place, it is inefficient 
in that it applies only to the railway industry 
and, therefore distorts the natural division of 
freight traffic as between the railways and 
other modes of transport. 


The correction of these two defects must 
be the prime consideration of your commit- 


tee. Insofar as the amount of subsidization is 


* Report of the Royal Commission on Trans- 
portation, 1961, Vol. II, Page 195. 
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concerned, we feel that, if the Atlantic econo- 
my is to grow and prosper, manufacturers, 
and especially secondary manufacturers, 
must be able to sell their products in the 
mass markets of Central Canada at rates 
which do not place them at a competitive 
disadvantage towards manufacturers located 
close to the markets. This means that no 
additional burden whatsoever must accrue to 
Atlantic producers as a result of the extreme 
distances involved in transporting goods. In 
other words, the extra cost of transportation, 
dictated by the length of the haul from 
Atlantic locations to the markets of Quebec 
and Ontario, must be completely underwrit- 
ten by the government. 


Our position on this question is, therefore, 
that the freight rate subsidization program 
should attempt to provide the Atlantic pro- 
ducer with the same rate on his product to 
Central Canada as the rate available to the 
central Canadian producer competing in that 
market. Such a program need not be too 
cumbersome. As was suggested by the Mari- 
time Transportation Commission, in its brief 
to the Royal Commission on Transportation, 
the one per cent Waybill Analysis could be 
used as a basis for comparing the charges 
paid by Atlantic area shippers with those 
paid by their competitors. From these sam- 
ples it would be possible to determine the 
commodities which regularlly move from the 
Atlantic provinces to Central Canada, and 
over a period of, say, a year, the total aver- 
age freight charge per hundred pounds be 
established for all such goods shipped. Simi- 
larly, comparable average rates could be 
determined for all such goods shipped from 
locations outside the Atlantic area to Central 
Canadian markets. From a comparison of this 
nature, it would be possible to determine the 
extent by which rates charged to Atlantic 
shippers exceed those of their non-Atlantic 
competitors. Our proposal is that all ship- 
ments from the Atlantic region be eligible for 
a subsidy in this amount. 


The qualitative deficiency of the Maritime 
Freight Rates Act, arising from the fact that 
it applies only to railway freight, could be 
substantially reduced by extending all forms 
of subsidization to the trucking industry. The 
difficulties involved in subsidizing the differ- 
ent transport industries on a proportionate 
basis are considerable, not least of the 
impediments being the lack of accurate 
knowledge of existing patterns of subsidiza- 
tion undertaken on a haphazard basis by the 
various levels of government. However, while 
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identification of the source of existing subsi- 
dies, and the problem of determining that 
pattern of subventions which will preserve 
the natural cost relationships of the transpor- 
tation industries may require continuing 
study, we feel that equal subsidization of the 
rail and trucking industries is a reasonable 
first step, one which safeguards the basic 
competitive principle of the National Trans- 
portation Act. 


We make these proposals in the belief that 
they are among the basic requirements for 
any meaningful transportation program in 
the Atlantic region. However, there is anoth- 
er issue which, in the context of the compre- 
hensive development program advocated, 
cannot be regarded separately from the trans- 
portation policy itself. We refer to recent 
changes in the railway freight structure and 
the subsequent lay-off of some 700 railway 
employees in the Atlantic area. 


Official explanations of this latter develop- 
ment have stressed the effect of seasonal 
trends in the industry and a general weaken- 
ing in the economy which has had a wide- 
spread effect on railway operations through- 
out the country. We recognize the influence 
of these factors but we are also aware that 
the lay-offs followed hard on the heels of the 
change in railway freight rates effective Sep- 
tember 5, 1967, for less-than-carload freight. 
Undoubtedly, railway traffic, in general, has 
been falling off in recent months as witness 
the fact that carloadings in the Maritime 
region were 15 per cent lower in September, 
1967, than in the corresponding month in 
1966. However, by contrast, less-than-carload 
freight declined by 64 per cent as between 
the two dates and, almost certainly, the 
freight rate changes were a major contribut- 
ing factor. 


Indeed, the revision represents the most 
radical change in freight rates for years and 
its effect on the Atlantic provinces has cer- 
tainly been more devastating than in any 
other Canadian region because of the rela- 
tively greater incidence of less-than-carload 
shipments originating in the Atlantic area. 
The total effect on employment has been 
greater than is suggested by the lay-off of 
700 regular railway employees. In some loca- 
tions, an equal number of “temporary” 
employees, many of whom have been working 
a full 40 hour week, were laid off, and, so 
far, there is no indication that this trend is 
coming to an end. 


On the railways, the experimentation has 
resulted in the near total elimination of 
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express-freight services. It may be argued 
that some of this business was lost to road 
carriers as a result of healthy competition, in 
which case there has been no net economic 
loss to the region. However, the fact that 
less-than-carload rates in Western Canada 
are lower than those in our region seems to 
support the contention that the railways are 
deliberately abandoning this service in the 
Atlantic provinces. Certainly, there are many 
instances where trucking companies have 
been able to increase their rates as a result 
of the railway action. 


The adverse effect on business has been 
widespread and, if nothing else, the method 
of introducing the revised structure is a 
prime example of bad public relations on the 
part of the railways. Shippers were given 
only one week’s notice of the revision with 
the result that most were caught with traffic 
made up and crated for shipment under the 
old freight regulations. Moreover, tactics used 
by the railways to encourage shipment by 
express were quite deplorable. After Septem- 
ber 5, shippers using the old class rates were 
no longer entitled to have their consignments 
picked up or delivered and, in some cases, 
traffic was taken by railway truck to within 
a few hundred yards of the consignee’s ware- 
house at which point it had to be transferred 
to one of his vehicles. 


Taken altogether, the effect of the tariff 
changes on business and on the labour force 
have been catastrophic, and, while the finan- 
cial position of the railways may have been 
improved the action has been inimical to the 
much needed development of our region. We 
are appalled at the cavalier treatment of 
large numbers of displaced workers and we 
emphasize that any transportation policy 
devised by this committee must contain some 
provision for accommodating workers 
adversely affected by any of the changes that 
such a policy might entail. In this respect we 
would like to remind the Committee of the 
statement made by the Economic Council of 
Canada in its “Declaration on Manpower 
Adjustments to Technological and Other 
Change”: 


*“’..One of the costs of a changing and 
dynamic economy is that some people 
can be adversely affected through no 
fault of their own. No society, enjoying 
the benefits of advancing technology 
through rising incomes, can ignore the 
interest of individuals who become vic- 
tims of change. To ignore them would 
not only be an injustice, but would also 
27695—224 
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deprive Canada of necessary manpower 
in the achievement of this country’s eco- 
nomic and social goals. Nothing is more 
important to our economic and social 
progress than ensuring the wise and 
maximum use of all our manpower 
resources.” 


The Economie Council recommended a ser- 
ies of steps to assist in the attainment of this 
goal and we ask your committee to take 
cognizance of these. 


In addition, we call upon your committee 
to recommend a complete halt to any further 
tariff experimentation in the Atlantic region 
until such time as a clear transportation poli- 
cy for the area emerges based on the needs 
of a comprehensive program for regional 
development. In the meantime, we urge you 
to recommend that express charges be 
immediately eligible for subsidization in the 
same amount as freight under the Maritimes 
Freight Rate Act. 


In conclusion, we stress that we are anxi- 
ous to see a system in which the railways 
and other carriers become effective tools in 
the development of the regional economy, as 
opposed to the present system which seems to 
view economic development as a mere 
residual after arbitrary decisions affecting 
transportation have already set a restrictive 
ceiling on the potential level of economic 
activity. Thus, rather than have a carrier 
initiate rate increases in a vacuum with a 
view to serving limited interests and thereby 
producing the adverse effects noted in the 
case of the railway freight revision, we 
would have a program defining a series of 
social and economic goals within which the 
transport industries would be expected to 
operate. 


All of which is respectfully submitted on 
behalf of the following organizations: 


Nova Scotia Federation of Labour 
John Lynk 
President 


Prince Edward Island Federation 
of Labour 
Everett MacLeod 
President 


New Brunswick Federation of Labour 
Paul Lepage 
President 
Newfoundland Federation of Labour 


David Janes 
President 
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APPENDIX A-82 


SUBMISSION 


by 


CANADIAN TRUCKING ASSOCIATIONS INC. 


in conjunction with 


MARITIME MOTOR TRANSPORT ASSOCIATION INC. 


and 
TRUCKING ASSOCIATION OF QUEBEC INC. 
MONCTON, CANADA 


INTRODUCTION 


Canadian Trucking Associations Inc. is a 
national federation of seven provincial or 
regional Associations of ‘for-hire’ trucking 
firms. Membership in the provincial Associa- 
tion now exceeds the 7,000 mark and these 
members consist of the smallest trucking 
firms and the largest trucking firms in Cana- 
da. Estimated direct employment of the ‘for- 
hire’ trucking industry is in excess of 125,000 
persons. According to figures of the Dominion 
Bureau of Statistics in 1964 (the last year for 
which a figure is available) ‘for-hire’ trucks 
accounted for 6 per cent of all truck registra- 
tion in this country, but produced 73.8 per 
cent of the total net ton miles. 


Membership and affiliation with the Mari- 
time Motor Transport Association Inc. now 
exceeds 700 firms and it is estimated that 
trucking firms alone in the Atlantic Prov- 
inces employ in excess of 7,500 persons. 


SUBMISSION ON MARITIME 
FREIGHT RATES ACT 


The Maritime Freight Rates Act of 1927 
directed that the tariffs of tolls of ‘“‘the East- 
ern lines” of the Canadian National Railways 
be reduced by 20 per cent below the tolls or 
rates existing on June 30, 1927, the reduction 
to apply within the Maritime Provinces and 
on lines of railway extending from the Mari- 
times into the Province of Quebec from 
the southern provincial boundary near 
Metapedia and near Courchesne to Dia- 
mond Junction and Levis. The Act imple- 
mented the recommendations of the report of 


September 23, 1926, of the Royal Commission 
on Maritime Claims, under the Chairmanship 
of Sir Andrew Rae Duncan. 


Effective July 1, 1957, the reduction of 
railway rates on _  interprovincial freight 
movements westbound from the Maritime 
region as far as Diamond Junction and Levis 
became 30 per cent instead of 20 per cent. 


The adverse economic effects of this unilat- 
eral, discriminative rate reduction statute in 
favour of the railways have been felt keenly 
by the truck operators concerned. The long 
history of these adverse effects has been 
documented nationally in the submissions of 
Canadian Trucking Associations and in the 
reports of the official inquiries which have 
been established by the Government of 
Canada. Recent rate policies of the railways 
in the Atlantic Provinces, leading to the 
announcement by the Minister of Transport 
in the House of Commons on November 9, 
1967, that additional subsidy money will be 
made available to the railways under the 
Maritime Freight Rates Act have intensified 
the problem. 


We are here today in support of our con- 
tention—backed by the reports of the 
MacPherson Royal Commission on Transpor- 
tation and the Economist Intelligence Unit 
Which conducted the Atlantic Provinces 
Transportation Study for the federal Depart- 
ment of Transport and the Atlantic Develop- 
ment Board—that the Maritime Freight 
Rates Act should be promptly updated and 
brought into line with modern transportation 
conditions, recognizing all modes_ of 
transport. 
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Four sections of the Canadian trucking 
industry are adversely affected by the Mari- 
time Freight Rates Act: 


1. The Atlantic Provinces’ 
industry; 


trucking 


2. Interprovincial truck operators who 
haul freight from the Atlantic Provinces 
westbound to other parts of Canada; 


3. Interprovincial truck operators who 
haul freight westbound to other parts of 
Canada from the area of Quebec extend- 
ing from the southern provincial bound- 
ary (near Matapedia and Courchesne) to 
Diamond Junction and Levis; 


4. The section of Quebec’s trucking 
industry which operates in competition 
with intra-Quebec railway freight ser- 
vice on the “eastern lines’”—extending 
from the southern provincial boundary 
to Diamond Junction and Levis. 


The MacPherson Commission stated: 


“Under competitive conditions, the use 
of a single chosen instrument of trans- 
portation, rail or another, to achieve 
regional or national objectives may seri- 
ously distort the allocation of resources, 
may achieve the desired ends by unduly 
expensive means, or may prove to be of 
greater assistance to that chosen mode of 
transport than to the region or industry 
the policy is designed to assist. Such 
measures as the ‘bridge subsidy’, the 
Freight Rates Reduction Act and the 
Maritime Freight Rates Act must be eva- 
luated in the light of these 
considerations.” 


Royal Commission on Transportation Re- 
port, Volume 1, p. 33 


The consequences of preserving the status 
quo in regard to the Maritime Freight Rates 
Act were stated by the MacPherson 
Commission: 


“The results of continuing to confine 
participation under the Act to rail carri- 
ers, bears serious consequences both for 
the allocation of resources in transporta- 
tion in the Atlantic Provinces and for 
shippers there.” 


“The principles stated in Volume 1 
and elaborated throughout Volume II are 
brought to the test in this instance. It is 
our conviction that favouring one mode 
over others will limit the choices open to 
shippers and keep at least some rates 
higher than they would be under effec- 
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tive competition. The effect of the pres- 
ent partiality of treatment is to confine 
some business to the rails at rates higher 
than would prevail under conditions of 
equal treatment.”’ 


Royal Commission on Transportation Re- 
port, Volume II, p. 214-215 


The findings of the MacPherson Commis- 
sion were confirmed by the Atlantic Prov- 
inces Transportation Study carried out by 
the Economist Intelligence Unit for the feder- 
al Department of Transport and the Atlantic 
Development Board. In its report released 
earlier this year, the Economist Intelligence 
Unit Stated: 


“The Maritime Freight Rates Act 
introduces distortion and inefficiency into 
the transport market in that it gives 
preferential treatment to one mode of 
transport competing against other unsub- 
sidized modes of transport. The result is 
to retard the development of competitive 
modes of transport and the Act has, to 
some extent, proved self-defeating.” 


Atlantic Provinces Transportation Study 
Report, Volume \V, p. vii 


The distortion of the competitive relation- 
ship of truck and rail, and the manner in. 
which the benefits of MFRA are almost 
automatically misallocated under the impact 
of the new competitive forces, is clearly stat- 
ed in the Atlantic Provinces Transportation. 
Study: 


“The level at which a competitive rate 
is set is therefore decided primarily by 
the rate quoted by the competitive mode 
of transport. In these circumstances it is 
difficult to determine what advantage 
accrues to shippers as a result of the 
Maritime Freight Rates Act subsidy. The 
rate is no longer the 1927 rate less 20 
percent plus increases authorized since 
1927. The shipper in these circumstances 
obtains a freight rate lower than the 
prevailing class or commodity rates as a 
result of competition and the rate which 
the railways quote would have to be 
quoted by them in order to obtain the 
traffic, irrespective of whether the sub- 
sidy existed or not. If the railways do 
not quote a lower rate the shipper will 
ship at the lower rate qucted by the 
competitive mode of transport. The 
Maritime Freight Rates Act may, in 
some cases, allow the railways to quote a 
competitive rate when an unsubsidized 
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rate would be too low to justify trying to 
keep the traffic. When this happens it is 
not the shipper who is the beneficiary of 
the Maritime Freight Rates subsidy—the 
shipper will obtain a lower rate anyway 
from the competitive mode of transport. 
In these circumstances it is the railways 
who are the beneficiaries of the subsidy 
as it enables them to quote what would 
otherwise be an uneconomic rate to keep 
the traffic on the railways. This was not 
one of the objectives of the Act.” 


Atlantic Provinces Transportation Study 
Report, Volume V, p. 28 


The competitive advantages of trucking, 
under the right circumstances, are demon- 
strated in Table 8 taken from the Atlantic 
Provinces Transportation Study and repro- 
duced as Appendix ‘A’ to this brief. The 
figures reproduced in the table show clearly 
how rail rates tend to vary according to the 
intensity of truck competition. The Table 
also shows that the Maritime Freight Rates 
Act is of little benefit in maintaining the 
relationship between the Maritime and non- 
Maritime shipper, which existed at the time 
the Act was passed. This is due almost 
entirely to the ability of the trucking industry 
in Upper Canada to compete effectively with 
the railways. Clearly, competition between 
various modes of transport is the best 
guarantee which shippers can have of com- 
petitive rates. The trucking industry in East- 
ern Canada can only compete effectively with 
other modes of transport when the industry 
receives equal treatment. 


Discussing the findings of the MacPherson 
Commission in regard to the competitive 
effects of MFRA on modes of transport com-. 
peting with the railways—modes of transport 
whose customers are not eligible for as- 
sistance under MFRA—the Atlantic Provinces 
Transportation Study states: 


“The Commission’s findings that the 
Act tends to inhibit competition have 
been borne out by this research study. 
In spite of this, competition has been 
able to develop in those areas where con- 
ditions are most suitable. It is in the more 
marginal areas where the density of 
freight movement is relatively slight that 
the protection afforded to the railways by 
such policies as the Maritime Freight 
Rates Act and the Freight Rates Reduc- 
tion policy have been most’ effective in 
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stifling the development of adequate 
alternative modes of transport.” 


Atlantic Provinces Transportation Study 
Report, Volume V, p. 64 


In May 1964, the Eastern Quebec Planning 
Bureau Inc. began comprehensive studies of 
the economic, industrial and_ sociological 
aspects of life in the Lower St-Lawrence and 
Gaspé regions of the Province of Quebec. 
These studies were conducted under the joint 
sponsorship of the federal and provincial 
governments, under the Agriculture Rehabili- 
tation and Development Act. The study on 
transportation in these regions of Quebec 
bears the date June, 1965, and covers all 
modes of transport. Inevitably, the effect of 
the Maritime Freight Rates Act within these 
regions on the movement of freight by rail 
and truck occupied an important part of the 
transportation study. 


The Eastern Quebec Planning Bureau 
study came to the same conclusions, regard- 
ing the position of Quebec truck operators 
affected by MFRA, as did the MacPherson 
Commission and the Economist Intelligence 
Unit in their findings regarding the effects of 
MFRA on Maritime trucking operators. The 
Hastern Quebec Planning Bureau Inc. said, in 
regard to the unilateral subsidization of rail- 
way freight shipments in the Lower St-Law- 
rence and Gaspé regions: 


“That situation has created discrimina- 
tion for the shippers because whenever 
railway service was not desired for the 
transportation of goods, the assistance 
provided by MFRA proved to be inoper- 
ative. The possibility of using the flexi- 
bility and speed of road transport means 
a higher cost for the shipper since the 
existence of MFRA does not permit free 
competition between the various modes 
of transport, a competition which could 
result in a rate reduction.” 


Study, p. 88-89 (translation of French) 


Referring to several federal subsidies, 
including the MFRA, paid in the St-Law- 
rence and Gaspé regions on the movement of 
commodities by rail, the Eastern Quebec 
Planning Bureau Inc. stated: 


“The implementation of such a policy 
fostered the establishment of unfair com- 
petition between various carriers and 
resulted in placing the interest of the 
regional economy in the background. It 
is therefore essential that this situation 
be cured by considering a new distribu- 


March 7, 1968 


tion of subsidies that will take account 
of the existence of all modes of transport 
and enable them to provide the shipping 
public with the benefits at their 
disposal.” 


Study, p. 138 (translation of French) 


The Eastern Quebec Planning Bureau Inc. 
took the same view as to how subsidies on 
freight movements should be paid as was 
taken in the report of the MacPherson Com- 
mission and the report made to the federal 
Department of Transport and the Atlantic 
Development Board by the Economist Intelli- 
gence Unit. The Planning Bureau stated: 


“The moral obligation of the state to 
look at the well-being of a community 
has _ field for application in the 

_ Implementation of an efficient policy on 
subsidies. The elaboration of such a poli- 
cy requires that one take account of its 
diverse repercussions on the regional 
economy, on the one hand, and on the 
whole transportation system, on the 
other hand. If one wants to reach sim- 
ultaneously these two objectives, it is 
necessary that the government study the 
appropriate means of reaching them, one 
of these being the way subsidies are to 
be paid. The most equitable manner of 
allocating the subsidies would be to pay 
them directly to all modes of transport. 
This solution would offer the double 
advantage of fostering the regional 
economy as well as of preserving the 
efficiency of the transportation system.” 


Study, p. 140 (translation of French) 


Let it be brought out frankly and stated as 
fact that the reason the Maritime and Quebec 
trucking industries, forty years after their 
birth, continue to suffer under this dis- 
criminative legislation, is that the forces in 
the Atlantic Provinces who have been in- 
fluential in determining policy on MFRA were 
reluctant to see the Act touched. Shippers in 
the Atlantic Provinces are concerned that 
any change in the present policy of adminis- 
tering the MFRA will lead to increased trans- 
portation costs. This attitude has been 
sensed by all in the trucking industry who 
are seized with the problem of bringing 
about a new, fair policy in regard to MFRA 
in order to end the discrimination against 
trucking. Indeed, the Atlantic Provinces 
Transportation Study took cognizance of this 
very attitude, and its serious consequences 
for the Maritime economy, when it stated: 
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“One of the major complaints which is 
frequently put forward by Atlantic 
Province interests with regard to their 
transport difficulties is the fact that com- 
petition in the region is not as intense as 
in central Canada and there is therefore 
less pressure in the area for the railways 
to hold their rates down. This being 50; Ht 
Should be clear that every opportunity 
should be taken to stimulate further 
competition in order to maintain an 
effective check on unwarranted rate 
increases and it is curious that many 
interests in the Atlantic provinces are so 
concerned to preserve a measure which 
has precisely the opposite effect. A sys- 
tem whereby, when one mode of trans- 
port charges a particular rate, the reve- 
nue from that rate represents only 80 
percent or so of the total revenue 
received from that rate (whereas it 
would represent the total revenue for a 
competitor) is clearly a system which 
discriminates in favour of the subsidized 
mode.”’ 


Atlantic Provinces Transportation Study 
report, Volume V. p. 53 


It has been a source of great encourage- 
ment to the trucking industry to note that 
within recent months the Maritime Transpor- 
tation commission, the Atlantic Provinces 
Economic Council, and the four provincial 
governments, as well as many shippers, have 
all acknowledged the inequity of the present 
system of subsidizing one mode of transport 
only. These developments reflect the desire of 
the shipper to choose a mode of transport on 
a competitive basis best suited to his 
requirements. 


The realization that forty years of dis- 
crimination against the trucking industry, 
weakening its economic position and defeat- 
ing the very objectives for which Maritime 
shippers are striving—a transportation sys- 
tem that depends for effectiveness and equity 
on the economic strength of all modes—has 
at last produced a committed Atlantic Prov- 
ince community in the matter of modernizing 
and updating MFRA. 


We were encouraged, too, by the undertak- 
ing as to the hoped-for target date for new 
legislation given by the former Minister of 
Transport, Hon. J. W. Pickersgill, speaking 
before the Standing Committee on Transport 
and Communications of the House of Com- 
mons on November 3, 1966, when he stated 
that the Government hoped to be able to 
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legislate with regard to the MFRA in 1968. 
On December 7, 1967 a joint CTA-MMTA 
delegation, led by the Presidents of the two 
Associations, met with the Hon. Paul Hellyer, 
Minister of Transport, to ask for an immedi- 
ate amendment to the Maritime Freight 
Rates Act. The delegation was told by the 
Minister that the Government could not 
extend the MFR subsidy to the Atlantic 
Provinces’ trucking industry at that time 
because it was estimated that the additional 
cost to the federal Government would exceed 
$4 million. We were informed that the ques- 
tion of federal Government policy on trans- 
portation in the Atlantic Provinces had been 
referred to the Canadian Transport Commis- 
sion for further study. 


Whatever may be the _ time-consuming 
process of deliberation in regard to other 
facets of the Atlantic Provinces transporta- 
tion system, we ask that the federal Govern- 
ment, as long as it maintains the Maritime 
Freight Rates Act, remove immediately from 
that Act the discrimination against modes of 
transport other than rail. 


A matter of great concern to the trucking 
industry in the Atlantic Provinces is the fact 
that freight shipped in part or in whole by 
rail-owned trucks has benefitted from the 
MFR subsidy to the detriment of the 
independent ‘for-hire’ trucking industry. This 
occurs when the railways contract for ship- 
ments between two points within the region 
on a railway bill of lading and the goods are 
then moved partly by rail and partly by 
truck, or completely by truck. We believe 
that payment of the subsidy under these cir- 
cumstances is contrary to the Act. The au- 
thority charged with administering the Act 
should take adequate steps to see that such 
practices, to the extent that they exist, are 
discontinued pending an amendment to the 
Act extending the benefits under the Act to 
all modes of transportation without dis- 
crimination. 
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We ask, in short, for an immediate amend- 
ment of the Maritime Freight Rates Act to 
open the benefits of this Act to all freight 
shippers—by truck, air and water transport, 
as well as by rail, pending final determina- 
tion of federal Government policy for the 
Atlantic Provinces. Only by acting promptly 
can the federal Government bring to an end 
the misallocation of transportation resources 
in the Atlantic Provinces to which all 
authoritative enquiries have drawn attention 
and which has had such serious effects not 
only on the non-rail carriers but on the 
whole Atlantic Provinces’ economy. 


FEDERAL GOVERNMENT POLICY 
IN RELATED MATTERS 


The MFR subsidy is the major problem 
faced by the trucking industry in the Atlan- 
tic Provinces. 


There are other areas of concern to the 
trucking industry in Eastern Canada which 
are affected by federal Government policy. 
These include the transportation links to 
Prince Edward Island and Newfoundland, 
acceleration of all-weather highway building 
and the need for port facilities tailored to the 
needs of highway transport. These and other 
matters have been adequately covered in the 
three major transportation studies undertak- 
en in the past seven years. Furthermore, we 
are advised that these problems are being 
covered adequately in the submissions made 
by other groups to this Committee. 


All of which is respectfully submitted, 
Canadian Trucking Associations Inc. 


Maritime Motor Transport Association 
Inc. 


Trucking Association of Quebec Inc. 


(L’Association du Camionnage du Qué- 
bec Inc.) 


March 8, 1968. 
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APPENDIX ‘A’ 


EXTRACT FROM ATLANTIC PROVINCES TRANSPORTATION STUDY 
REPORT, VOLUME V, PAGE 30. 


TABLE 8. Rar Rates on Etectric Stoves To MONTREAL FROM HAMILTON, ONTARIO AND SACKVILLE, N.B. 


All rates in cents per 100 lb. 


Sackville rates for minimum carload weight of 30,000 lb. except for motor competitive rate (minimum carload 
weight 24,000 lb.) 


Hamilton rates for minimum carload weight of 20,000 lb. except for motor competitive rate (minimum carload 
weight 24,000 lb.) 


Hamilton to Montreal Sackville Advantage 
_ over Hamilton 


Sackville All- Summer all-vyear Rate 
to Year Water Com- —— - 
Date Description Montreal Rate petitive Rate Cents Percentage 
Jtne «80 /27.oPrior to WM EU RcAviolip. phitie oie Go. 40 54 = 14 26 
Tulyinl/27 PME RA reduction...) %, mf Saubw sl. Lan 34 54 ao 20 37 
June 3/46 Water competitive rate established...... : 34 54 41 20 37 
PDE pe 8 eal, INCLOASO Be fala, bAent4s nce typsieccdvrn «0: Wl. 41 65 50 24 af 
Sept. 15/48 15% competitive rate increase............ 41 65 58 24 aa 
OGhn 11/49». $% Nterine ANCTEASC (14 ¢ dawesvare loc oacors incr 44 70 58 26 Bi 
Mar. 23/50 16% mtberim INCrease,. | aces eenctec worn' ove ven 48 75 58 27 36 
pune. Loo) | 207) 4inal anerense) ce ee 49 78 58 29 37 
July zo/ol. i2% interim increase... % v0... ek. 55 87 58 32 37 
Dis. I) ae Yeo nal ICrease’ oe on... Si 91 58 34 37 
Apr. 15/52 17% competitive rate increase............ a7 91 68 34 37 
Dee ely or oe CLeSe et ee 62 99 68 37 37 
Mit eos TCT Cuse te ee te. 66 106 68 40 38 
Apr. 15/53 9% competitive rate increase............. 66 106 74 40 3 
Nov. To/oe” "Class rate adjustment.7 2) 028) 28 a 66 117 74 51 46 
Dec. 14/53 Sackville Truck competitive rate estab- 
lished. SNOW OF 20. WA SOO 61 117 74 56 48 
Jan. 17/55 Hamilton Truck competitive rate estab- 
ye Se RAO a are a fora Sa 9 ORS ea 61 47 — —14 — 30 
PG 37 90 ef Vo IN UOEIIN ANCTCAGC a be.) nats. oes de «nat 65 47 — —18 —38 
ee ie mal ce Ie LOR OL CASE <7. Weed apt ls wn! > a 68 47 —- —21 —45 
July 1/57 M.F.R.A. subsidy increased to 30%...... 62 47 — —15 —32 
Dee raat! Beal ETERS E tare ea ee re nai) pes aes 73 474 — — 26 —55 
May 6/60 Commodity rate reduced by Freight 
Rates Heduction Act... 72! 474 — —25 — 53 
July 29/63 Hamilton rate increased.................. 72 51> = 2 41 
Nov>,2/64> Hamiltonrate inereaseds.) osc. cK... 72 57ed — —15 — 26 
July 19/66 Hamilton rate increased.................. 72 6142 — — 103 —17 


“There is also a competitive rate of 45¢, established February 8, 1955, for a 30,000 lb. carload. 

>There is also a competitive rate of 47¢ for a 30,000 lb. carload. 

©There is also a competitive rate of 50¢ for a 30,000 lb. carload. 

4Transferred to an agreed charge, May 4, 1964. 

eThere is also a competitive rate of 523¢ for a 30,000 lb. carload. } 

fThe rate reduction on commodity rates under the Freight Rates Reduction Act resulted in the commodity rate 
being below the competitive rate. 30: 

Source: Maritimes Transportation Commission 
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APPENDIX A-83 


BRIEF 
LO 
HOUSE OF COMMONS STANDING COMMITTEE ON TRANSPORT 
AND COMMUNICATIONS 
PRESENTED BY 
CAMPBELLTON CHAMBER OF COMMERCE 


The Campbellton Chamber of Commerce 
was very pleased to learn that your Commit- 
tee has decided to hold hearings in the 
Atlantic Provinces so as to determine first 
hand some of the problems we are faced with 
in our region. We are particularly pleased 
that you have chosen Campbellton, the Gate- 
way to the Maritimes, as one of your stops. 
The Chamber of Commerce welcomes you to 
our City and it is sincerely hoped that 
through our discussions, appropriate action 
will be initiated to alleviate some of our 
transportation problems. 


Many submissions will be presented to you 
concerning railways and transportation. We 
have taken part in many of the discussions 
and we wholeheartedly support many of the 
points being raised in other briefs. 


For our part, we would like to deal almost 
exclusively with proposals as pertains to 
highway transportation. 


A. The Campbellton Chamber of Com- 
merce strongly urges that the Govern- 
ment of Canada enter into an agreement 
with the Province of New Brunswick so 
as to allow the Province to begin 
immediately the construction of a Second 
Trunk Trans-Canada highway along 
Route 11 in New Brunswick. 


B. That the above mentioned agree- 
ment include the same _ cost-sharing 
advantages as the main Trans-Canada 
highway agreement. 


Ladies and Gentlemen, transportation and 
problems related to transportation have been 
discussed in New Brunswick since before 
Confederation. It is sincerely hoped that by 
your visit to our region and with the interest 
and concern which has been expressed to 
you in other briefs, that we may now look to 


greater and quicker improvements in the 
near future. 


With the improvement of our highways, 
the people living along these routes will be 
able to more fully participate in the wealth 
being shared in other sectors of this great 
country of ours. 


For many years now, our region has been 
deprived of profiting to a much greater 
degree from the potential tourist industry 
which could be developed with modern high- 
ways. Your Committee has spent several 
days in our Province and we are sure that 
you are now convinced that our region pos- 
sesses more natural beauty than any other in 
Canada. Allow us to profit by this. 


There is a large market in the Eastern 
United States which could be developed to 
the fullest should these markets become easi- 
ly accessible through improved highways. 
Our fishermen would be allowed to quickly 
get their products to this large market. Our 
wood-working industries would be allowed to 
expand their markets. 


With the tendency today toward centrali- 
zation, and particularly in New Brunswick, 
these services must become more readily 
accessible to a greater number of people. At 
present, a segment of our province has been 
deprived of even local services they once 
had, and transportation to a larger becomes a 
major problem. When highways are 
improved, more citizens partake of these ser- 
vices, resulting in expanded and improved 
facilities and a higher standard of living for 
all. 


The Campbellton Chamber of Commerce 
wishes to thank you for allowing us to make 
this presentation. Again, it is our sincerest 
hope that concrete results will be forthcom- 
ing as a result of your deliberations. 
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APPENDIX A-84 


SUBMISSION BY 


THE DALHOUSIE TOWN COUNCIL 
THE DALHOUSIE DEVELOPMENT COMMISSION 


THE DALHOUSIE BOARD OF TRADE 


PARTI 


INTRODUCTION 


The Town of Dalhousie, the Dalhousie 
Development Commission, and The Board of 
Trade of Dalhousie on behalf of other civic 
groups and organizations appreciate this 
opportunity to make known its views to the 
House of Commons Standing Committee on 
Transportation and Communications. 


The Town of Dalhousie, having had a con- 
tinuing interest in transportation problems, is 
more than earnest to present its views, and 
add to the information process in order that 
ultimate policy decisions will have a favoura- 
ble effect on the vital economic development 
of Northern New Brunswick. 


PART) II 


GENERAL INFORMATION 


Dalhousie is a medium-sized industrial 
town on the south bank of the Restigouche 
River at its mouth, where it empties into 
Chaleur Bay. As early as 1866, Dalhousie was 
the third ranking port in New Brunswick. 
Today, Dalhousie is New Brunswick’s second 
winter port. Despite severe ice conditions in 
the Gulf of Saint Lawrence, many ships load 
and clear the port during the winter months. 


Dalhousie, with its population of a little 
more than 6,000 has many industries. It is 
the newsprint capital of the Maritimes. The 
local plant of the New Brunswick Interna- 
tional Paper Company exported an average 
of 696.8 net. tons of newsprint daily during 
1967. The pulp and paper industry in the 
Dalhousie area employs approximately 2300 
persons the year round. 


Because of its site, Dalhousie has attracted 
other important industries. Allied Chemical 
Maritimes Limited is located on the outskirts 
of Dalhousie. A spokesman of the company 
stated recently that his company was plan- 
ning an expansion to meet the requirements 


of around-the-clock production. Another 
important industry of the town is Canadian 
Industries Limited which started operations 
in 1963 and has added to the economic 
growth of the town. 


A huge thermal plant is well underway on 
the outskirts of Dalhousie. The estimated cost 
for developing the site and installing the first 
unit is $23,000,000. The first 100,000 KWH is 
scheduled to be producing power in the fall of 
1969. Additional generating capacity units 
will be installed. The fact that the Province 
of New Brunswick has decided to build the 
largest thermal plant of the province close to 
Dalhousie, and this after a very long and 
serious study, indicates that large industrial 
developments are expected for this part of 
the province. More power will be produced 
by these thermal units than actually needed. 
New industries will be attracted by readily 
available electric power and existing indus- 
tries could expand. Canadian Industries 
Limited in Dalhousie is awaiting this thermal 
power to double production. 


An unlimited amount of water for indus- 
trial purposes is available from the Eel River 
Dam situated at approximately four miles 
from Dalhousie. 

PART Iil 


TRANSPORTATION 


Whereas Dalhousie is mainly an industrial 
town and whereas adequate transportation is 
a necessity to stimulate existing industries 
and attract new ones, and whereas transpor- 
tation is of vital importance to the continued 
economic growth of Dalhousie and the sur- 
rounding area, the Town of Dalhousie, the 
Dalhousie Development Commission and the 
Board of Trade would like to present its 
general and/or specific views on the follow- 
ing aspects of transportation: 

1, Second trunk 
Highway 
2. Air services 


Trans-Canada 
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3. Railways 
4. Wharf and Ferry facilities 


Second Trunk Trans-Canada Highway 


1. Northern New Brunswick is densely 
populated and highly industrialized. It has 
been predicted by the Community Improve- 
ment Corporation that within 5 to 10 years, 
the population of Northern New Brunswick 
will climb to approximately 100,000. The 
bulk of this population will be in the north- 
ernmost section of the province on account of 
the giant strides this area is now making 
towards industrialization. 


Highways which were conceived for 
traffic in the 1930’s are totally inadequate to 
accommodate traffic now, more than a quarter 
of a century later. The number of motor 
vehicles has increased more than 100 per 
cent since these highways were first built, 


population figures have  climbed—along 
with highway accidents and _ fatalities. 
Automobile insurance in Northern New 


Brunswick is higher than that in any other 
place in the province. 


A second trunk trans-Canada highway 
which would link the Campbellton-Dalhousie 
area to Bathurst and which would by-pass 
towns, villages and other densely populated 
areas is an urgent necessity. Such a highway, 
besides providing quicker delivery of goods 
would stimulate the tourist trade of this area. 


In recent discussions with the Minister of 
Public Works for New Brunswick, Hon. 
André Richard, it was learned that the Pro- 
vincial Government is most eager to see the 
people in our section of the province be pro- 
vided with highways which would meet trans- 
Canada Highway standards. It was further 
learned that the Province is awaiting a cost 
sharing agreement in order to proceed with 
such a project. This project is a necessity. We 
therefore hope that the Commons Transport 
Committee do all in its power to see that work 
on this highway starts immediately. 


Air Service 


2. The North Shore of New Brunswick is 
very concerned about air services. The Res- 
tigouche Airport Committee, along with 
many interested groups, firms and individu- 
als, feels that the vital interest of the area 
are closely related to improved air services. 
It feels that daily flights to and from points 
east and west through Charlo are essential to 
the economic development of this area. 
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The Charlo Airport is situated at Charlo, 
New Brunswick less than one mile south of 
main highway 11, and six miles from Dal- 
housie. Charlo airport was the first to be 
built in Northern New Brunswick. It is the 
only one in full operation at this time and it 
is continually busy receiving scheduled 
flights of Eastern Provincial Airways, many 
chartered planes of Company and business 
officials, numerous private planes of Ameri- 
can tourists and outdoorsmen who visit our 
area. Important sums of money have been 
spent by the Municipality of Restigouche and 
the Federal Government to build this airport. 


We feel that the Charlo airport should be 
expanded to become the hub of air travel in 
Northern New Brunswick by providing daily 
air service to and from points east and west. 
This airport is the geographical center of a 
densely populated area in full economic 
effervescence. It is fully operational. Expand- 
ing this airport would require a minimum of 
expenditure. 


The member of parliament for Res- 
tigouche-Madawaska, Mr. Jean-Eudes Dubé 
stated in the House of Commons on May 26, 
1967, that the Charlo Airport had received at 
all times the support of the Department of 
Transports. He added that when the airport 
is so close to its final objective, that is pro- 
viding daily air service, it would be a waste of 
public funds if the Charlo airport were left 
out of the picture. 


This demand, that Charlo Airport become 
the hub of travel in Northern New Bruns- 
wick is based on the following criteria. 


1. Suitability of site 
2. Public need and demand 
3. Economy 


Railways 


3. Dalhousie is situated on a branch line of 
Canadian National Railways, six miles long, 
which joins the main line at Dalhousie Junc- 
tion. However, for a number of years trains 
have ceased to make stops at Dalhousie Junc- 
tion and residents from Dalhousie and the 
surrounding area have had to drive 16 miles 
or more to Campbellton in order to board an 
east-bound or west-bound train. 


On the other hand, the local industries 
such as the New Brunswick International 
Paper Company, Canadian Industries Limit- 
ed, and others make extensive use of freight 
service. The revenue for the C.N.R. from this 
freight service is important enough to war- 
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rant better passenger service to residents of 
Dalhousie and the surrounding area. 


At a recent meeting of Mayors and other 
Municipal leaders held in Bathurst on Febru- 
ary 6, 1968 the C.N.R. was severely criticized. 
In our opinion this criticism is not exaggerat- 
ed and certainly overdue. The criticism cen- 
tered around the C.N.R.’s deteriorating condi- 
tions in transportation. Specific criticism was 
aimed at: 


1. Increased costs of transportation 

2. Slower service and long delays 

3. Poor morale among employees 

4. Deprivation of service of Ocean 
Limited 

5. Poor service 


6. Indifferent approach to 
service 


7. High freight rates 


We feel that: 


1. This area, whose economy is much lower 
that the rest of Canada should not be penal- 
ized in order to decrease the deficit of the 
C.N.R. or to increase its profits. 


customer 


2. The new rates impose a heavy burden 
on small industry and prevent it from being 
competitive. 

3. The revenue received from Dalhousie 
and the surrounding area is not proportion- 
ate to the service received. 


In order that the residents of this area be 
served adequately there should be a _ stop 
near Dalhousie, either at Charlo Station or at 
Craig by-road, near the airport. 


Port and Ferry Facilities 


4. Dalhousie is New Brunswick’s second 
winter port. It is a general cargo port. As 
stated earlier, despite severe ice conditions in 
the Gulf of Saint Lawrence, many ships 
load and clear the port during the winter 
months. A recent example of the excellence 
of this port was evidenced in early January 
when a ship unable to reach Montreal 
unloaded more than two hundred and thirty- 
two (232) European cars at the federal wharf 
in Dalhousie. 


An industrial survey of Dalhousie, con- 
ducted by the Research and Development 
Department of the Canadian National Rail- 
ways in 1961 describes the very good natural 
conditions of the harbour. In addition, the 
port is four hundred (400) railroad miles clos- 
er to Montreal than Halifax. 
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The Department of Transport wharf was 
completed in 1960. A major repair job was 
done to the structure in 1964 and the wharf 
today is as follows: length, 583’; width, 80’; 
depth alongside 34’ L. M. O. S. T. The dock- 
ing space has since been increased to 1,000’. 


Imports during 1967 were: 


25,147 net tons of soda ash, sulphur, 
paper cores and general cargo; 7,635 net 
tons of petroleum products—Total 32,782. 


Exports during 1967 were: 


254,346 net tons of newsprint paper; 
383,197 net tons of copper, lead and zinc 
concentrates (on 18 ships); 3,240 net tons 
potatoes; 5,966 net tons wood pulp— 
Total 646,749. 


Regardless of the very good harbour condi- 
tions, port facilities could be improved so 
that maximal output could be obtained from 
the harbour at Dalhousie. In some cases, ves- 
sels were forced to lie at anchor to await a 
berth. In other cases, vessels have had to sail 
before loading their full cargo because of 
running ice in the river. 


In some instances the dust of large quanti- 
ties of concentrates, soda ash, and sulphur is 
considered injurious to other commodities. 
One could go on listing the _ physical 
inadequacies encountered by ships berthing, 
loading and clearing. 


We feel that port facilities are an essential 
factor to our continued economic growth. We 
equally feel that financial assistance in suffi- 
cient amount is long overdue. 


We recommend that the present facilities 
be confined to bulk cargoes. We also recom- 
mend that a new structure to handle general 
cargo be commenced immediately. The plans 
for this structure have already been complet- 
ed. This project is long overdue. 


From 1960-1966 inclusive, fifteen million 
dollars was spent for port improvements at 
Halifax and Saint John. At the same period 
very little was spent at Dalhousie other than 
for improvements which were of benefit to 
one particular shipper. 


Our proximity to the Province of Quebec 
and our tourist trade demand that Dalhousie 
be linked to the Province of Quebec by ferry 
service. For many years the ferry Romeo- 
Annette operated on a one-hour schedule. 


In 1965 this service was discontinued. 
However, last summer a local company 
acquired a ferry and offered excellent service 
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up to late in the season. It is hoped that the 
government will continue to subsidize this 
service and have alterations made to the 
ferry wharf so that docking is made easier. 


Summary and Recommendations 


4. We are acutely aware of the problems 
that have arisen in regards to transportation 
in Northern New Brunswick and particularly 
in the Dalhousie area. We have a deep in- 
terest in the economic growth of the area. We 
ardently desire to leave behind this era of 
“have not” and share the benefits concomitant 
with economic growth experienced by other 
parts of Canada. 


We recommend that the Committee consid- 
er seriously our reasonable requests for: 


1. Financial assistance in obtaining a 
second trunk Trans-Canada Highway 
from Campbellton—Dalhousie area to 
Bathurst. 


2. Improved air services by qualified 
air carrier through Charlo to and from 
points east and west daily. 


Transpori and Communications 


March 7, 1968 


3. Better and less expensive service 
from the C.N.R. for this area. 


4. Financial assistance for a port in the 
east bay area to commence immediately; 
and ferry link between Dalhousie, in 
New Brunswick and Miguasha in the 
Province of Quebec. 


In concluding we would like to add that 
we feel that we were to some extent hand- 
icapped in the preparation of this submission 
by the short advanced notice given to us to 
prepare and present it. 

Respectfully submitted, 

THE DALHOUSIE TOWN COUNCIL 


THE DALHOUSIE DEVELOPMENT 
COMMISSION 


THE DALHOUSIE BOARD OF TRADE 


on behalf groups 
organizations. 


Campbellton, N.B. 
March 6, 1968 


of other civic and 
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APPENDIX A-85 


SUBMISSION BY THE PROVINCE OF PRINCE EDWARD ISLAND 
CHARLOTTETOWN, P.E.I., FEBRUARY 1968. 


Mr. Chairman, and Members of the Com- 
mittee. On behalf of the Government and 
people of Prince Edward Island I welcome 
you to our Province and Capital. We are 
pleased that you have come to observe our 
transportation facilities, to learn about our 
transportation problems, and to consider the 
suggestions for improvement which we will 
advance. We believe that it is very important 
for members of the House of Commons, 
representing as you do, all parts of Canada, 
to visit and become much better acquainted 
with each and every part of the country. We 
hope that this visit to Prince Edward Island 
and the other Atlantic Provinces will be 
beneficial to you and productive of good 
results for all the people of Atlantic Canada. 


Transportation is vital to the economic and 
social life of any area, but it is particularly 
vital when that area is an Island dependent 
on exporting its production and importing 
most of its requirements. Our insular circum- 
stances makes uS more conscious and more 
concerned with transportation than might 
often be the case if conditions were other- 
wise. Further, the fact that we are located on 
the eastern extremity of this country, quite 
far removed geographically from our major 
markets and suppliers greatly increases the 
importance and impact of all aspects of trans- 
portation. It is in this light, viewed from our 
position with all attendant circumstances that 
our transportation must be considered. And I 
would hope that as members of this very 
important committee you would place your- 
selves in an Islander’s position for this day, 
and subsequently when you are preparing 
your report to the House of Commons. When 
I speak of transportation I have in mind all 
the major modes of transportation—railway, 
highway, air and water. (to these I emphati- 
cally add one more—Causeway.) We also are 
considering the major elements of a transpor- 
tation system—facilities (Railway tracks, 
roads, airports, harbours, etc.), equipment 
(rail cars and locomotives, trucks, airplanes, 
ships, etc.), rates (it is of little value to an 
economy to have facilities and equipment if 


the rates for moving goods are such that they 
impose prohibitive or unreasonable penalties 
on an area), and service (unless the transport 
provides reasonably adequate service to the 
region it is again failing in its responsibility.) 
I hope that in our discussions today we will 
give proper consideration to all modes of 
transportation and to all aspects of this 
important industry. 


Last October the Minister of Transport 
wrote the Premiers of the Atlantic Provinces 
requesting their views on the Atlantic Prov- 
inces Transportation study so as to assist the 
Government with the formulation of future 
transportation policy for the region. In mid 
December when the four Premiers met Mr. 
Hellyer to submit our objections to the new 
railway non-carload freight rates, the Minis- 
ter told us that he would be receptive to a 
proposal from the Atlantic Provinces for a 
future transportation policy for the Atlantic 
area. The Premiers accepted this invitation 
and about a month ago representatives of the 
four governments met in Moncton for further 
discussions. At this meeting the decision was 
made, which I believe has subsequently been 
endorsed by all four Governments, to appoint 
a task force to study and prepare for the 
governments a future transportation policy 
for the Atlantic Provinces. The personnel for 
the task force will include at least one person 
from each Province who together with the 
staff of the Maritimes Transportations Com- 
mission will form the nucleus of the task 
force. This group is already at work but it 
will be some months before we can expect 
the results of their studies. This is a good 
example of greatly expanding united effort in 
these provinces to jointly and co-operatively 
work on our many areas of common interest 
and concern. The assignment undertaken by 
the task force is a vitally important one. The 
results of their work will, we hope, form the 
basis for the Atlantic Governments proposals 
to the Minister of Transport and the Govern- 
ment of Canada. 


Transportation is an essential element in 
the economic development of any region. It is 
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sometimes questioned whether or not trans- 
portation assistance should have a develop- 
ment function. There are certainly many 
other very necessary requirements for 
regional economic development, and it is not 
necessary to discuss them now. But economic 
development is to a very considerable extent 
dependent on transportation. This is especial- 
ly true in the Atlantic region and particular- 
ly in this Province because of our location, 
our population and the type of our produc- 
tion. Most of our production has to be moved 
out of the region to markets elsewhere, and 
most of our requirements have to be trans- 
ported into the region from suppliers and 
manufacturers in other parts of Canada or 
other countries. So transportation is of para- 
mount importance to this Province. Our very 
economic existence and any hope of future 
developments depends on it. No other matter 
is of such vital interest and concern to the 
government and people of Prince Edward 
{sland. I am sure that the members of this 
Committee will understand and appreciate 
this fact. 


The Transportation facilities operated by 
the C. N. R. between Borden, Prince Edward 
Island and Tormentine, New Brunswick is 
the economic lifeline for this Province. Yes- 
terday you travelled to Prince Edward Island 
on the M. V. Abegweit, one of the two ice- 
breaking ferries on this service. I hope you 
realized how precious that ship is to this 
Province. If the M. V. Abegweit (now over 20 
years old) should for any reason be forced 
out of service tomorrow, or at any time in 
the next few months, even for a short period, 
we would then be solely dependent on the 
M.V. Prince Edward Island, a 53 year old boat 
that is just not able to cope with the ice 
conditions in Northumberland Strait. Any 
disruption in this service would bring serious 
economic hardship to this Province. As you 
may be aware a new carferry for this ser- 
vice, the “John Hamilton Gray” is now under 
construction. It was originally scheduled to 
enter service this spring but this has now 
been delayed to October. We regret this loss 
of this new ship for next summer’s heavy 
traffic movement but we urge that there be 
no further postponement so that the ship will 
be available for the next winter season. 


But a ferry service, no matter how capable 
the ships, or how efficiently operated will 
never provide proper transportation between 
this Province and the Mainland, nor does it 
meet the commitments made to this Province 
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when it joined Confederation nearly 100 
years ago. The obligation of providing con- 
tinuous communication which the Govern- 
ment of Canada assured us in 1873 can only 
be honored by the construction of a perma- 
nent crossing—whether solid causeway, 
bridge, tunnel, or a combination of two or 
more of these elements. Not only is this con- 
nection the fulfillment of a 95 year old obli- 
gation, it is also, and more importantly an 
absolute necessity for the proper economic 
development of this part of Canada. The con- 
struction of this crossing is also a sound eco- 
nomic project when one makes a cost anal- 
ysis of all the benefits that will accrue from 
it. I will not go into this aspect now; it has 
been well explained by Colonel Edward 
Churchill, the co-ordinator of the Northumb- 
erland Strait Crossing, especially in his 
speech to the Charlottetown Board of Trade 
last October. I will merely mention a few 
factors; the annual operational deficit borne 
by the Federal Treasury on car ferries is 
now $6,000,000; in addition the cost of the 
ships, and the construction, repairs and 
maintenance of docking facilities is a very 
considerable figure. These expenditures will 
is eliminated when the Causeway is con- 
structed. But what is of much greater impor- 
tance and significance is the benefit which 
the Crossing would bring to the economy of 
this province, and indeed of this entire Mari- 
time region. This is difficult to determine 
accurately but the preliminary indications 
confirm that the economic improvements and 
developments which the crossing will gener- 
ate will more than balance the financial 
investment. As Members of the House of 
Commons representing constituencies in all 
parts of Canada I expect that you have heard 
critical comment about this project particu- 
larly the suggestion that 110,000 people 
should not warrant the expenditure of that 
amount of money. We cannot accept this 
kind of conclusion because sound analysis of 
all the facts confirm the economic soundness 
of a permanent Crossing. Federal parliamen- 
tarians and provincial leaders from every 
province has firmly endorsed an objective of 
closing the economic gap that exists between 
the Atlantic region and central Canada. The 
Northumberland Strait Crossing is the type 
of undertaking that can ideally contribute to 
a reduction of the disparity that presently 
exists. The Government of Prince Edward 
Island wants to impress on this Committee 
the genuine merits of this project and solicit 
your endorsement of it. 
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The design of the Crossing has not yet 
been finalized; however, we strongly insist 
that whatever type of structure is finally 
deemed most desirable, must provide for a 
rail line on it. On this matter our Govern- 
ment stands firm; the crossing must be of 
such construction that a railway line can be 
operated on it. Railway service is essential to 
the economy of this Province and will con- 
tinue to be so. it is almost inconceivable to 
consider industrial development, expanded 
agricultural production, or progress in any 
area of development, without rails and then 
operate the ferries to move rail freight. This 
does not make sound economic sense and 
more emphatically it does not improve our 
rail service with the mainland. On the con- 
trary it would cause a deterioration in this 
service. 


Prince Edward Island suffers from a lack 
of transportation facilities and adequate 
transportation services. The Atlantic Prov- 
inces Transportation Study, Volume III, page 
1, states, ‘Shippers of many agricultural and 
fisheries products in Prince Edward Island 
cannot exploit the markets fully, because of 
the shortcomings of the transportation facili- 
ties”. We are concerned about what appears 
to be a general deterioration in the facilities 
and services provided by the railway. Again, 
I do not propose to go into this in detail; this 
can be done much better by the Board of 
Trade, the shippers, businessmen and 
representatives of the many companies who 
use the services, and who will be giving you 
their views. But, in general, we are con- 
cerned about the shortage of sufficiently 
suitable railway equipment to move our agri- 
cultural and fisheries production to markets 
outside the Province. There is a shortage of 
locomotive power, services are being cur- 
tailed and fear is expressed that railway 
lines are not adequately maintained. The fre- 
quency and quality of service does not meet 
the needs of our shippers and business enter- 
prises. We. would like to see some positive 
moves by the railway to improve facilities, 
equipment and service which would demon- 
strate to all of us that they are determined to 
provide now and in the future the rail ser- 
vice which would contribute to an expanding 
economy. 


Equally essential is the matter of freight 
rates. Unless the shippers and importers in 
this area can move goods at reasonable rates 
our primary industries, and indeed all eco- 
nomic development will be severely restrict- 
ed and retarded. For this reason we were 
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very much opposed to the non carload freight 
rates structure that was imposed by the rail- 
way last fall. Subsequent events have not 
eased our concern and we contend that this 
new non carload tariff will cause the closure 
of some already established industries, seri- 
ously impede development of primary and 
secondary industries, and significantly 
increase the cost of a vast quantity of goods 
imported into this region. Once again I will 
not go into details or particulars; this will be 
vividly and more effectively done by the 
users of the service. Under this new non 
carload rate structure, rates, practices and 
conditions of carriage were radically 
changed. The implementation of this new 
tariff on September 5 last, virtually cancelled 
all former rail express rates as well as com- 
petitive L.C.L. freight rates. The provision of 
free pick up and delivery and railway cart- 
age services for shipments moving at com- 
modity or non competitive rates was also 
cancelled. In addition a density rule of 10 
pounds per cubic foot for assessing charges 
was instituted. There were other changes 
which we will not detail here. Under the new 
National Transportation Act rates and rules 
no longer require the prior approval of the 
Canadian Transport Commission. Hence the 
drastic and damaging changes in non carload 
freight shipments were forced on the people 
and economy without any prior review, dis- 
cussion or approval. 


These changes are particularly detrimental 
to the Atlantic Provinces. Because of our 
more or less scattered population, there is 
less opportunity to ship in full carload to the 
market or to bring in goods in carload quan- 
tities. The statistics confirm this. In 1966 the 
railways handled 364 pounds of L.C.L. 
Freight per person in the Atlantic Provinces 
as compared with the national figure of 192 
pounds per capita. This means that the 
Atlantic Provinces use 89.5 per cent more 
L.C.L. freight service than the rest of Cana- 
da. The changes have placed severe financial 
hardship on manufacturers, processors and 
companies in this Province. The future oper- 
ation of some companies is in jeopardy. 


On December 13th the Premiers of the 
Atlantic Provinces made a submission to the 
Minister of Transport on this matter. I will 
not attempt to even summarize this submis- 
sion, it has been provided to the Committee 
by the Maritimes Transportation Commission. 
But I do want to impress on the Committee 
the seriousness of these changes and summa- 
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rize the request we made to the Minister of 
Transport. 


1. That the reduction in intra-Maritime 
rates referred to in your announcement of 
November 9 be implemented at once; 


2. That the railways be required to with- 
hold their application to cancel the existing 
less than carload freight rates, at least until 
a new regional transportation policy is devel- 
oped and implemented; 


3. That the so-called density rule be 
reduced from one cubic foot equalling ten 
pounds to one cubic foot equalling five 
pounds; and 


4. That immediate steps be taken to extend 
the Maritime Freight Rates Act subsidies to 
other forms of transport. 


We do not propose to deal at length with 
the matter of highway transport even though 
we are much concerned about it. The Mari- 
time Motor Transport Association will be 
making a presentation to the Committee and 
we strongly endorse and support the recom- 
mendation of this Association. We are con- 
vinced of the necessity of improving the 
trucking services in this Province and region. 
To this end we must assist in solving the 
problem and removing the obstacles present- 
ly faced by trucking industry. We make six 
suggestions that we feel should be acted upon 
to improve this mode of transport. Two of 
these have been mentioned in another 
context. 


1. The extension of the subsidy provisions 
of the Maritime Freight Rates Act to motor 
transport. 


2. The early construction of the Northum- 
berland Strait Crossing. 


3. The establishment of uniform licensing, 
rules, regulations and tax for transport 
engaged in inter-provincial transport. 


4. The provision of terminal facilities in 
the larger centers. 


5. The construction of the Corridor Road 
through Maine. 


6. The extension of all weather highways 
to serve all the rural arterial and main trunk 
highways in this Province. 


The Maritime Freight Rates Act arose from 
certain obligations and commitments made to 
the Maritime Provinces at Confederation 
which were intended to afford Maritime 
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shippers access to larger markets in other 
parts of the Country. This commitment was 
honored through various forms of assistance 
until the enactment of the Maritime Freight 
Rates Act in 1927. Among other things this 
Act was intended ‘‘to afford to Maritime mer- 
chants, traders and manufacturers the larger 
markets of the whole Canadian people, 
instead of the restricted markets of the Mari- 
times themselves.” The objective of the Act 
was twofold, to maintain a statutory rate 
advantage in the Maritimes and to fulfill an 
obligation of Confederation by assisting 
Maritime interests to participate in wider 
markets than would otherwise be available. I 
do not propose to go into the historical or 
legal background to discuss in detail the trans- 
portation events and economic forces that 
have occurred since 1927 and which have 
caused the Maritime Freight Rates Act to 
fail in its objectives. The effectiveness of the 
Act has progressively deteriorated. The de- 
velopment of competitive transport facilities 
in other parts of Canada and the large and 
frequent horizontal rate increases, contrary to 
the purpose of the Act have largely destroyed 
the rate relationship which the Maritime 
Freight Rates Act was designed to maintain. 
Clearly, a major revision and updating of the 
Act is necessary. This will require more 
thorough study than we have so far been 
able to give it. However, there are certain 
very definite conclusions which we have al- 
ready firmly adopted. First, it is imperative 
that the intent and the objective of the Mari- 
time Freight Rates Act be retained and the 
Act amended so that new policy and machin- 
ery be implemented to enable a return to the 
Maritime advantages which prevailed after 
the coming into force of the Act in 1927. 
Second, we urge two changes in the new im- 
proved Act: 


1. That the subsidy provision of the Act be 
extended to other public modes of transport; 
and 2. That the subsidy benefits be payable to 
the shipper. There are other changes that we 
believe should merit the most serious consid- 
eration. The present Act does not provide 
any subsidy on shipments to the United 
States or other export traffic. We submit that 
such traffic should be included for subsidy 
payments. At the present time most of our 
fisheries production and a _ considerable 
quantity of agricultural products are depend- 
ent on markets in the United States. We are 
anxious to increase the agricultural and 
fishery exports to the United States and other 
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countries especially our potato exports which of expanded marketing in this market area 
are so vital to the economy of this Province. of large population. 

The extension of the subsidy provisions of February 1968 

the Maritime Freight Rates Act to include Alexander B. Campbell 
traffic to the United States and to export Premier 

markets would greatly improve our prospects Prince Edward Island 
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APPENDIX A-86 


A BRIEF 
by the 


CHARLOTTETOWN 


On behalf of the Charlottetown Board of 
Trade and those whom it represents in the 
Charlottetown area, the following informa- 
tion is submitted for your consideration and 
action where necessary. The presentation will 
be made under several different headings, 
each heading having reference to some prob- 
lem or mode of transportation. 


“A” Freight Rates Structure 


The new rate structure for non-carload 
shipments issued by the Canadian National 
Railway on 5 September 1967 affected practi- 
cally all receivers throughout the Province of 
Prince Edward Island because of the low 
density of population and the relatively small 
market areas, which preclude carload lot 
shipments of merchandise. 


In 1966, non-carload freight into Prince 
Edward Island exceeded 1,400 carloads, 
largely distributed from Charlottetown and 
Summerside by the Canadian National Trans- 
portation Limited’s trucks. Practically all of 
this freight was affected by the new rate 
structure, and this would only be a portion of 
the L.C.L. freight, as Canadian National 
Transportation Limited also operate a regular 
service from Moncton to Prince Edward 
Island. 


Pool car shipments increased in Charlotte- 
town following the new non-carload rates, 
but still remained restricted, moving east- 
ward from consolidation points in Montreal, 
Hamilton and Toronto. There are no pool car 
services from Prince Edward Island nor are 
there pool car services from other Maritime 
points. 


Motor carrier services are concentrated in 
the Charlottetown area and regular daily 
through service extends from Charlottetown 
and Summerside to Moncton, Saint John and 
Halifax. Freight from and to other points are 
interlined, but about ninety per cent of the 
freight originates in or is destined for the 
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main centres of Moncton, Saint John and 
Halifax. 


This limitation of both pool car and motor 
carrier services increases the dependency of 
shippers and receivers on the railway 
services. 


Under the new L.C.L. freight rate struc- 
ture, cartage service is available at Charlotte- 
town, Summerside, Alberton, Kensington, 
Montague, O’Leary and Souris. Most other 
places are served by the railway’s highway 
trucks. 


Shippers, in reaching markets throughout 
the Maritimes with the required small ship- 
ments, were also affected by the new rates. 
Commodities such as canned lobsters, poul- 
try, dairy products, and so forth are not usu- 
ally shipped in carload lots and take the new 
L.C.L. rates. 


In the case of small shipments, a substan- 
tial increase in the rate structure was re- 
flected by the introduction of the “density 
rule’ based on one cubic foot equalling ten 
pounds. It is difficult to understand this ruling 
in relation to the 6.9 pounds per cubic foot 
used by the airlines. It also conflicts with the 
rate charged on other commodities shipped in 
carload lots subject to a minimum weight of 
considerably less than the 39,000 lbs. charge- 
able for a 3,900 cubic foot box car. 


We agree with the Maritime Transporta- 
tion Commission’s submission of 13 December 
1967 that “the railways should not be 
guaranteed higher chargeable weights for 
non-carload shipments than for carload ship- 
ments. Extra costs involved in handling non- 
carload traffic in relation to carload traffic is 
already reflected in the higher rate level for 
non-carload traffic in relation to the rates 
applying on carload traffic. 


The replacement of the less-than-carload 
rail rates put in effect to meet motor carrier 
and water competition was countered by 
higher rates, by both rail and motor carrier. 
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While the new L.C.L. rates into and out of 
the Maritimes are lower than the rates in 
Quebec and Ontario, they are higher than the 
rates applied in the Western Provinces. 


Under the Maritime Freight Rates Act, 
only shippers using rail freight are entitled 
to enjoy rates that are 20 per cent reduced 
on movements within the select territory and 
30 per cent reduced on shipments moving 
westward out of the Maritimes to Diamond 
Junction or Levis in Quebec. 


Highway transports now serve most major 
centres in the Maritimes and must compete 
with rail carriers without benefit of the feder- 
al subsidy under the Maritime Freight Rates 
Act. This is discriminatory, particularly as 
articles shipped by rail are often transferred 
to an associated trucking operation. The 
extension of the M.F.R.A. subsidy to other 
forms of transport has long been advocated 
and is now supported almost without excep- 
tion by everyone in the Atlantic Provinces. 


The reduction in the new rates as proposed 
by the Minister of Transport on 9 November 
entailed the withdrawal of the existing less- 
than-carload freight rates (non-carload ship- 
ments not requiring pick-up and delivery 
service). This would spread the adverse effect 
of the new rates to those shippers and 
receivers who have been able to arrange 
their own pick-up and delivery service. It is 
strongly urged that the railways withhold 
any action to cancel the existing less-than- 
carload freight rates until a regional trans- 
portation policy for the Atlantic Provinces is 
implemented. 


We unanimously endorse the submission of 
the Maritime Transportation Commission to 
the Minister of Transport, which in summary 
stated: rh dees 

(1) That the reduction in  intra- 
Maritime rates referred- to in the Minis- 
ter’s announcement of 9 November be 
implemented at once; 

(2) That the railways be required to 
withhold their application to cancel the 
existing less-than-carload freight rates, 
at least until a new regional transporta- 
tion policy is developed and implemented; 

(3) That the so-called density rule be 
reduced from one cubic foot equalling 
ten pounds to one cubic foot equalling 
five pounds; and 

(4) That immediate steps be taken to 
extend the Maritime Freight Rates Act 
subsidies to other forms of transport. 
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“B” Miscellaneous Problems Relative to 


Freight 


Since the advent of the establishment of 
Express-Freight service by the Canadian 
National Railways, the number of delayed, 
lost and/or misplaced shipments has 
increased to an alarming degree. In general, 
L.C.L. out of Toronto and Montreal areas 
have been routed into Moncton and are “ex- 
ploded” there with the result that multiple 
parcel shipments which had been originally 
shipped together became separated and are 
liable to be placed in two separate railway 
cars or in some cases in railway cars and 
highway freight trucks. This is a situation 
which is extremely frustrating to the 
individual who has ordered the materials for 
a job, part of which arrive one day, the other 
part of which could arrive as much as a 
week later, and in some cases, become com- 
pletely misdirected. 


Another of the major problems relative to 
shipment by rail is the fact that although the 
regular express rates are still in effect, along 
with the L.C.L. rates as provided for under 
the Maritime Freight Rates Act, shipments 
are almost invariably handled under the new 
Express-Freight classification unless the cus- 
tomer is very specific in stating the manner 
in which he wants the goods shipped. On 
goods as vulnerable as most commodities 
shipped from P.E.I., i.e. food, it is essential 
that shipments be handled in the fastest 
possible manner. Delays for whatsoever rea- 
son effect to some degree the quality of the 
product at the other end. This, in addition to 
the fact that if the customer finds that he 
cannot rely upon his source of supply, he 
will. almost invariably seek another. These 
delays are brought about by many different 
situations such as lack of equipment, priority 
at the ferry terminals, lack of ferry capacity, 
unduly bad weather, and extremely heavy 
ice conditions. 


There is no doubt about the fact that with 
the ever-increasing volume of shipments both 
into and out of the Province, those carriers 
handling the goods have had to carry on a 
continuing program of changing and adapt- 
ing their facilities as technological improve- 
ments become available to the transportation 
industry. Such improvements, of course, are 
always far more beneficial in areas of more 
dense population. In an area such as this, 
some of these changes have meant little to us, 
and their adaptation to our particular prob- 
lems have not always resulted in an im- 
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provement in service. There has been some 
discussion in recent times that it might be 
well to give consideration to the phasing of 
railway service out of Prince Edward Island. 
This, we submit, would serve only to increase 
our problems beyond what they are now. To 
raise only one question in this regard, I 
would bring to your attention that there are 
approximately 10,000 reefer cars of potatoes 
shipped out of Prince Edward Island each 
year. If this service was going to be discon- 
tinued, it could only be replaced by tempera- 
ture-controlled highway vehicles which 
would represent a tremendous capital invest- 
ment for someone for a few weeks use in the 
fall and winter months. As it stands now, the 
reefer cars used by the potato industry of 
Prince Edward Island are used at other sea- 
sons of the year for the California and Flori- 
da citrus fruit business and the Niagara 
peach business. The mere fact that they are 
somewhat off-season at a time when required 
here makes this a very beneficial situation to 
our potato market. If such a transition in 
earrying carload lots of potatoes was to come 
about, it would serve only to discriminate 
against the sale of our product by increasing 
its cost in a market which is increasingly 
competitive. It might be well to point out 
something that I am sure every member of 
your Committee is well aware of, and that is 
the fact that the normal markets and trading 
areas of the Atlantic Provinces would be in 
the New England States. These markets, in 
general, are closed off to us by restrictive 
requirements and customs duties as far as 
our sales are concerned. Insofar as our pur- 
chases are concerned, we are compelled to 
buy from the various manufacturing areas of 
Canada, whose goods are protected by import 
duties coming into Canada, which means we 
pay a higher price than we normally would 
in our natural markets, while at the same 
time having to pay shipping charges both on 
our own goods sent to market and on all 
products purchased from Central Canada. 
Normally, there is some compensation in 
these matters. If you lose on one end, you 
make it up on the other. This is a case where 
we lose both ways. 


“C” Additional Ferry Service 


There is presently under construction for 
the Borden-Tormentine ferry route an addi- 
tional ferry. This ferry is presently scheduled 
for delivery in September, 1968. It was origi- 
nally scheduled for an earlier date. Bearing 
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in mind the tourist traffic between these two 
points last July and August, it would most 
assuredly be in the interests of the tourist 
industry of Prince Edward Island if this 
ferry could be rescheduled for delivery in 
July of this year. No single factor could con- 
tribute more in the way of service to the 
tourist or the economy of this Province this 
tourist season, than the early arrival of this 
ferry. Due to the fact that our tourist season 
is such a short period, the arrival of this 
ferry in September would make it available 
just after the tourist industry, for all practi- 
cal purposes, has closed down for the year. 


“DD” Continuous Link with the Mainland 


There is no matter that has received more 
consideration, or been used more for a politi- 
cal football in Prince Edward Island than the 
matter of a continuous link with the main- 
land. This is something that every Islander 
has become intimately acquainted with over 
the last several years. Such a link, generally, 
is essential to the welfare not only of this 
Province, but to the whole of Canada. The 
amount of money that is paid annually in 
subsidies to the present operation, plus the 
additional capital costs of ever-expanding 
and increased facilities, would come very 
near to carrying the total debt for such a 
link. At the present time there are three 
basic sources of money coming into Prince 
Edward Island. The money the farmer brings 
in, the money the fisherman brings in, and 
the money the tourist brings in. For these 
reasons, it is imperative that we look out for 
the farmer and his products, the fishermen 
and his products, and the tourist and his 
interests. The present facility, even though it 
is a vast improvement over what we have 
had in years past, is far from adequate for 
today’s requirements. The number of occa- 
sions on which the shipment of potatoes has 
been delayed by the unavailability of reefer 
cars is without number. The number of occa- 
sions on which shipments of fish by truck 
have been delayed at the ferry terminals 
have been too numerous to mention, and in 
such cases, even though the shipment gets 
through ultimately, there is some deteriora- 
tion in the quality of the product. Every one 
of us who travels to and from this Island 
during the summer months has seen the 
situation where tourists were lined up to get 
on the ferries as far as three miles back and 
more. Tourists in general will not put up 
with this. They wait so long, then leave to 
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carry on their holiday somewhere else. With 
ice-breaking ferries presently available at 
Borden, there is absolutely no doubt that the 
men who carry on this operation do an 
incredibly competent job. Those of us who 
each winter travel this route become very 
well aware of transportation problems which 
the average individual never knows exists. 
The fact in itself that one of the boats on this 
route was built in 1914, went into operation 
on its present run in 1917, and is doing more 
work today than it did in its earlier years, 
indicates the high order of competence and 
ability among the operational and mainte- 
nance personnel. The waters in which these 
craft travel, and the ice conditions with 
which they have to cope, makes this a totally 
different type of service than any other ferry 
operation. If we have a winter where ice 
conditions in the Straits are bad, there are 
times when the service is brought to a halt. 
For these and other reasons, it is imperative 
that a continuous link be established at the 
earliest possible date. Some of the factors 
relative to such a link should be borne in 
mind by those who are ultimately responsible 
for arriving at the decision. 


Such a link should provide continuous ser- 
vice, not intermittent or broken service such 
as could result from heavy storms, snow, ice 
or wind conditions. Even on the one-mile 
causeway to Cape Breton Island, there are 
times during the winter when traffic is held 
up. If this is so on a one-mile causeway, how 
much more often and more grievous would 
be the situation on a seven-mile link in a 
much more exposed location. Such link as is 
established should provide the best possible 
travelling conditions throughout a 12-month 
period in each year. Any link only slightly 
above water level covering a distance such as 
this would be almost impossible to keep open 
in such snow, ice, and wind conditions as 
prevail in this area. Those of us who travel 
during the winter months have become 
extremely well aware of the fact that during 
certain of the winter months, waves come in 
and break over the wharves at both Borden 
and Cape Tormentine to such a degree that 
not only are the wharves completely deluged, 
but the force is sufficiently strong to move 
cars about. If this can happen on a wharf 
that is only approximately 300 yards out in 
the water, what will the situation be halfway 
across the Strait! 
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Effect on Land, Crops and Tidal Conditions 


The break-up of the ice in the Spring is 
dependent to a large degree on the ebb and 
the flow of the tides, particularly between 
the headlands of Cape Tormentine and Port 
Borden. Any degree to which this gap is 
reduced will tend to delay this break-up. It 
will also tend to raise the tides a bit higher 
and may cause flooding of the low marsh- 
lands in the Tantramar Marsh area. The cost 
of diking this land would have to be borne in 
mind if this did result. Relative to this point, 
there is a factor that should be kept very 
closely in mind, and that is the degree to 
which the construction of the Canso cause- 
way has affected ice conditions in that area. 
On the south side of that causeway, there is 
now an ice-free port, which is of tremendous 
advantage to the local fishermen and others. 
However, on the north side of this Causeway, 
ice conditions on average have set in two 
days earlier in the Fall and last from ten 
days to two weeks longer in the Spring. Also, 
for those who use Northumberland Strait for 
navigable purposes have found that as a 
result of this causeway, the ice conditions in 
the Strait are materially worse, and have 
substantially reduced the number of days on 
which ships not equipped as ice breakers are 
able to travel in that section of the Strait. 
Pertinent to this is the fact that on average, 
we have in this Province 90 frost-free days 
per year. Any reduction in this number of 
frost-free days could be extremely detrimen- 
tal to this Province, not only because our 
potato crop could be seriously affected, but 
because of the fact that as a result of the 
establishment of frozen food plants and other 
vegetable processing plants in this Province, 
we are producing a large variety of vegeta- 
bles, many of which could be very seriously 
affected by any reduction in the number of 
frost-free days. 


“RE” Magdalen Islands Service 


The Charlottetown Board of Trade is pres- 
ently strongly supporting the Magdalen 
Islands Chamber of Commerce in their 
endeavour to obtain a regular daily ferry 
service between Souris, Prince Edward 
Island and the Magdalen Islands. This ser- 
vice is well warranted on the basis of the 
fact that these people are so poorly served 
under present arrangements. Everything that 
is shipped to the Province has to be off-load- 
ed, put aboard the present ferry, and unload- 
ed in the Magdalen Islands for distribution 
by truck. This is awkward, time consuming, 
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and restricts to an extremely heavy degree 
the types of commodities that can be shipped, 
and to an even greater degree, the condition 
in which many commodities arrive, even 
though they might have been in prime condi- 
tion at their point of shipment. It is our 
strong representation that a drive-on, drive- 
off ferry service should be provided from 
Souris, Prince Edward Island to the most 
advantageous point of the Magdalen Islands 
on a daily-service basis. This would offer 
considerably more security to this Island in 
the way of emergency and hospital services, 
and would most assuredly make a greater 
variety of products, in better condition and 
at lower cost, available to them. The reason 
for recommending so strongly the proposed 
route is that Souris is by far the nearest port 
facility to the Magdalens, and service from 
any other port would only serve to increase 
the amount of sailing time required to give 
the service, and thereby reduce its frequency. 


“F” Air Transport 


The fact that we are an island Province 
puts us in the position of realizing just what 
a valuable asset we have in air transport. 
Prince Edward Island has had air transport 
on an intermittent basis since the middle 
20’s, and on a regular basis since approxi- 
mately 1933. It has meant a great deal to the 
Province, particularly with regard to emer- 
gency travelling and mail service. As air 
routes have expanded over the years, the 
scheduling of aircraft which used to be tied 
in with rail service, now of course are tied in 
with National and International air flights. 
The scheduling now is dependent on many 
variables, and we are well aware that we 
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cannot reasonably expect National and Inter- 
national flights to do anything other than 
serve in a manner so as to do the greatest 
good for the greatest number. This, however, 
in many cases does show up in poor service 
and poor connections insofar as we are con- 
cerned. One such situation is our not being 
able to get to the mainland before 11:35 a.m., 
and as a great majority of our traffic is to 
Montreal, Toronto, and Boston, they have al- 
ready missed the earlier connections. For serv- 
ice beyond Montreal, we then have a 1 hour 
and 40 minute wait before connection to To- 
ronto. Even worse is travelling East from To- 
ronto, where if we are to get through the 
same day, we have to leave at the unholy 
hour of 6 a.m. or wait in Moncton for three 
hours if we wait for the 10:30 a.m. flight. The 
purpose of bringing this to your attention is 
that Eastern Provincial Airways, who serve 
Prince Edward Island, have an application 
before the Air Transport Committee of the 
Canada Transport Commission for permission 
to extend their services to Montreal. This 
certainly could represent a vastly improved 
service to Prince Edward Island, the Magda- 
len Islands, Newfoundland, and other areas 
served by Eastern Provincial Airways, and 
the complicated problem of phasing any local 
flights with Transcontinental and Interna- 
tional services would be _— substantially 
reduced, and in the case of Montreal elimi- 
nated, if any serious endeavour were made to 
provide proper equipment and reasonable 
scheduling. 


All of which is respectfully submitted. 


The Charlottetown Board of Trade 
Per: W. R. Brennan, P.Eng. 


Transportation Committee Chairman 
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APPENDIX A-87 


Submitted by 


T. H. FRASER 
CANNER 
MURRAY HARBOUR 
PRINCE EDWARD ISLAND 


February 5, 1968 
Gentlemen: 
Re Proposed Freight Rate Changes 


Because of the seriousness of the recent 
freight rate changes proposed to take effect 
in the immediate future and which even now 
has to be used in cases where delivery is 
imperative, many small producers like our- 
Selves can be seriously affected by these 
changes that are planned because rarely do 
we have anything in shipments that amount 
to carload lots. Certainly with increased com- 
petition on every hand and with increased 
taxes the order of the day affecting the oper- 
ation of small business especially, we cannot 
help but believe that if this present author- 
ized freight structure is to become the effec- 
tive rates, prices can only go up on those 
products which we and many others produce. 
Here again, of course, we would find our- 
selves in a completely uncompetitive position 
and would eventually be forced out of our 
present operations. 


While small businesses such as we are 
involved in may not seem to be too impor- 
tant to some large operators in other parts of 
the Nation, it is important to us here in this 
community and the surrounding areas. We 
operate a year round program and have a 
payroll of approximately thirty people, dur- 
ing the lobster season this increases consid- 
erably. 


Also, we make a market available for a 
great deal of Maritime poultry which may 
not be too marketable except through an 
operation such as we are involved in. Our 
firm is not just a new business so to speak, 
but has been in operation before the turn of 
the century and has pioneered the canning of 
chicken in Canada so far as we are able to 
ascertain. 


Also, we can say in a very thankful and 
humble way that we have always operated 
carefully and at all times have been able to 
produce a balance sheet that has not forced 
us to exist on Government grants or loans. 
This freight rate proposal, however, may be 
the one factor that can change this picture 
and force us along with many others to seek 
some kind of assistance heretofore not 
required. 


Many of the orders that we become 
involved with are very small ones. Over the 
years they have meant a great deal to us 
from a business standpoint. Let me relate an 
incident that occurred just after the freight 
rate changes came into effect (similar inci- 
dents have been occurring in the meantime). 
We have been dealing for several years with 
one of the larger chain stores in the region 
who has been in the habit of having five case 
lots shipped to his various outlets. We have 
tried to have this firm accept ten case lots in 
order to bring our costs more nearly into 
line. You will understand that our five case 
lots could be moved to them at a cost of 36 
cents per case under the old system but 
would be 74 cents per case under the new 
rules. We found that if he would accept ten 
cases the cost would then be 39 cents. His 
reaction to this was if we cannot continue as 
we are presently he would be forced to dis- 
continue business with us. We thought this a 
rather drastic approach to the problem on his 
part but after giving the matter further 
thought we realized that he was possibly 
dealing with a large number of suppliers, 
therefore, a large additional area of storage 
would be necessary if each of these dealers 
made similar requests. I feel this will help to 
point up one of the problems we must face if 
such rates are to be maintained. 


Railway service has always been consid- 
ered a very important part of our operation 
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and this type of service has been available to 
us from our inception. Naturally with this 
new freight rate approach in the offing we 
have tried to find other means of transporta- 
tion, but the search has been fruitless. 
Truckers can never do the job we require 
and shipments by water also, will not fill our 
needs for many reasons. I shall mention only 
two. (1) The coverage for an operation is 
very widespread and reaches into most 
places covering an area from Campbellton, 
New Brunswick to St. John’s, Newfoundland 
which cannot be serviced by water; and (2) 
We have many months when nothing but an 
icebreaker can enter into our shipping ports, 
this would be totally useless for our type of 
endeavour. 


BONELESS CHICKEN 
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I have here some comparisons prepared by 
our office which I believe will bear out the 
seriousness of the situation. We, therefore, 
expect in the light of what has been said 
heretofore and this table of comparisons that 
you will consider very seriously the effect of 
such freight rate proposals and how they will 
jeopardize our operations or any similar ones. 
We shall expect to receive word that these 
contemplated plans will be curtailed so as to 
protect small industries throughout the Mari- 
time region. When we say small industries, 
naturally we are not just talking on our own 
behalf but in the interest of most operations 
that fall into that category in the Atlantic 
community. 


FROM MURRAY HARBOUR, PRINCE EDWARD ISLAND 


TO 
5 Case Lots %o 50 Case Lots % 
ViasrC,; IN. aR Old New In- Old New In- 
Rate Rate crease Rate Rate crease 
CDBELObeTOW. bo Beals ne oo audio tans 1.80 2.60 45 2.80 9.38 235 
CATO TON al 1S fads iets Beotan lee 1.80 3.49 108 9.59 16.80 75 
Commer Brook NIG. uw 6 cae aie onttieis 1.80 4.35 142 12.04 21.70 80 
ES UGS Ss SS Pe ee ene a ne ane 1.80 3.70 106 9.31 14.70 58 
Nionetone sl cla at tee eee eT ee 1.80 3.20 78 7.98 Ly bare 47 
SIV ONE ASIN isan ho'e lve acctoet ence sauce 1.80 ooo 108 11.69 1a wai >" 52 
Si PODN Seas tes calcite Pars be Sve eke 1.80 5.40 200 15.68 27.93 78 


This amounts to an increase of 45 per cent 
to 200 per cent with an average of 112 per 
cent on 5 Case Lots and an increase of 47 per 


cent to 235 per cent with an average of 89 
per cent on 50 Case Lots. 
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PRINCE-EDWARD-ISLAND FROSTED FOODS LIMITED 
ON TRANSPORTATION MATTERS 


CHARLOTTETOWN, P.E.I. 
February 20, 1968 

House of Commons Committee 

on Transport and Communications, 


Gentlemen:— 

The following information consisting of 
particular problems with respect to our Com- 
pany’s operation and some general observa- 
tions are respectfully submitted for your 
consideration. 

We are a frozen vegetable processing com- 
pany just beginning our eleventh year of 
operation on P.E.I. 

We are faced with delivering finished prod- 
uct in Central Canadian and Export mar- 
kets at a competitive price to those processors 
operating within that market area. Transpor- 


Destination 40,000 
THEOERU SICAL ea, dete cecbcnien. dite ‘pes ps 
SULLA ent orca ra nels. < kata 1.43 
SLOLOTLUOQUL AES Wo aha alk ae. cans 1.45 


On a product selling for as low as twelve 
cents per pound in Central markets these 
differences are very important. Even more 
startling is the fact that on an annual pro- 
duction of ten million pounds the difference 
would be twenty-five thousand dollars, 
between truck rates and eighty thousand 
pounds rail loads. 


The agreed tariff with the Canadian 
National Railways requires that we must 
route ninety percent of our traffic to Quebec 
and Ontario by rail to obtain the above rates. 

Two factors make it increasingly difficult 
to abide by this agreement. 


1. The railway frequently can not sup- 
ply mechanical refrigerator cars as re- 
quired. 


tation costs are very important to us, as they 
represent an extra cost of doing business in 
this province. 


There are two aspects of transportation 
costs in our business. 


1. Shipping finished products (frozen) 
out. 


2. Bringing supplies in. 


The vast majority of outbound shipments 
are shipped under an agreed tariff with the 
Canadian National Railways in mechanical 
refrigeration cars. Limited outbound traffic is 
shipped by refrigerated truck. 


The following table shows current rates for 
different load weights by both modes of 
transport. 


Rail Truck (weight of 
60,000 80,000 40,000 shipment) 
1.03 96 1.20 
1.14 1.06 1.40 
1.30 722 1.50 


2. Many customers and storages do not 
have rail siding facilities, 


In the latter case it is not economically 
feasible to ship by rail and then transfer to 
trucks at the other end for local deliveries. 


The truckers tell us that if they could 
obtain the Maritime Freight Rate Subsidy 
they could equal or better the rates in our 
present agreed charges. i. e. they would haul 
forty thousand pound loads for a rate compa- 
rable to the railway’s eighty thousand pound 
loads. This would of course provide much 
greater flexibility in deliveries, advantageous 
both to the shipper and receiver. At present, 
we do not feel there would be sufficient truck 
capacity available to handle our business on 
a regular basis, however, if such subsidies 
were extended, we feel that trucking capaci- 
ty would quickly build up. 
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Another problem is export shipments to 
the United Kingdom, when large quantities 
of frozen foods must be transferred from 
various Maritime processing plants to one 
shipping point for loading over a very limit- 
ed period. To be economical these shipments 
must be handled directly from the carrier to 
the ship without being transferred to a pub- 
lic storage at the port. We feel that some 
policy should be developed whereby carriers 
might give preference to this type of 
business. 


Incoming Shipments: 


Being isolated from a source of supply for 
practically all repair and maintenance parts 
for our equipment, packaging and chemical 
supplies for our production, we are depend- 
ent on 1. c. 1. shipments by rail, truck or air. 


We must use air freight frequently for 
emergency parts supplies and would like to 
point our some problems in this service. The 
main problem appears to be transfers from 
Air Canada to Eastern Provincial Airways at 
Moncton, especially on weekends. 

One example is Air Cargo received at 
Montreal by Air Canada 31/3/67, 1425 hours 
and not delivered to us until April 4th, 1967. 
Air Canada claimed the fault was with East- 
ern Provincial Airways because the Eastern 
Provincial Airways warehouse at Moncton is 
closed from 2.00 pm. Saturday to Sunday 
midnite. 

An Eastern Provincial Airways investiga- 
tion claimed that facilities were available for 
transferring air cargo despite their warehouse 
closure. At the same time they admitted that 
due to heavy passenger loads on this par- 
ticular weekend, there would have been no 
Space available for freight anyway, even 
if it had been promptly transferred. 
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Another very serious incident occurred 
when we had a specialized electric motor 
failure at the start of production for a major 
crop. We were fortunate in locating a spare 
in Kingston, Ontario on July 28th., however, 
we did not receive it until August 3rd, great- 
ly curtailing production for the period. The 
motor had to be shipped Canadian National 
to Dorval from Kingston and was not 
received by Air Canada until August Ist. It 
still required two more days to get this motor 
to Charlottetown on August 3rd. 

We are dealing with perishable products 
and in most cases, production lost on one day 
is production lost forever. 

The recent increases in 1]. c. 1. shipments by 
both rail and truck have adversely affected 
our costs similiar to other operations in the 
province. 

As we do not regularly bring in repetitive 
shipments of the same type it is difficult to 
provide examples in this instance. 

We would like to point out the satisfactory 
and more economical service rendered 
through parcel post for both surface and air 
routings. Unfortunately the twenty-five 
pound limit precludes its extensive usage. 
However, we do specify this service in all 
possible cases. 

We appreciate this opportunity to present 
our problems and observations and we trust 
that as a result of your findings and recom- 
mendations that policies may be devised, 
which will help close the gap between econo- 
mies of the Maritimes and Central Canada. 
Our industry is one in which this gap can be 
directly traced to our transportation costs. 


Respectfully submitted 

P. E. I. Frosted Foods Limited 
George Wright 

Manager 
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APPENDIX A-89 


PRINCE EDWARD ISLAND POTATO MARKETING BOARD 
129 Kent Street 
Charlottetown, P.E.I. 


February 13, 1968. 


Chairman, Standing Committee on 
Transport and Communication, 

c/o Mr. R. V. Virr, 

House of Commons, 

OTTAWA, Ontario. 


Dear Sir: 


Owing to the short notice given, we are 
unable to prepare a comprehensive brief on 
Maritime Freight Rates Act and other mat- 
ters which affect our potato industry by way 
of transportation. 


We wish to point out that the importance 
of our Potato Industry is akin to the wheat 
of the Prairie Provinces, economic-wise, so 
therefore for years we have felt that the 
same consideration given the wheat shippers 
in the West should be given the potato ship- 
pers in the East as far as transportation is 
concerned. Transportation for both wheat 
and potatoes, because of their bulk and dis- 
tance from markets, presents a related prob- 
lem. Our potatoes are sold principally in 
Ontario, Quebec, United States, and foreign 
countries. 


We have an “agreed charge” with the 
C.N.R. on deliveries to points in Ontario and 
Quebec but these rates can be increased at 
any time and our industry has no recourse to 
offset. The last increase, put into effect on 
January 1, 1967, of ten per cent cut, by more 
than half, our advantages under M.F.R.A. 
Our transportation to ports for water ship- 
ment to foreign countries are assisted by 
M.F.R.A.—which is certainly necessary if we 
are to meet the competition from Maine pro- 
ducers, who have very low freight rates to 
coastal ports. Our export shipments are made 
through the ports of Halifax and St. John 
after mid-December each year. 


We would appreciate very much if the 
potato shippers of this Province are permit- 
ted to present their case on the above men- 
tioned points; also other related problems 
which they are confronted with, such as 
reefer car service, carferry service, etc. 


Yours truly, 


P.E.I. POTATO MARKETING BOARD 
R. L. Burge, Chairman. 
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Presentation of 


DOUGLAS BROS. & JONES INC. 
To The 
Committee on Transport and Communications 


1. Purpose of Presentation 


The object of this presentation is to protest 
the extreme increase in freight charges on 
products we sell and service to the public in 
the province of Prince Edward Island. 


2. Our Firm 


Douglas Bros. & Jones Inc. have been 
serving residents of Prince Edward Island 
for the past 23 years. Our business ranges 
from the retail merchandising and sales of 
appliances and recreational items to the 
installation of plumbing, heating, home water 
systems, farm supplies, etc. We also have 
departments that handle contracting, well 
drilling and light construction. We provide 
parts and service on everything sold. 


3. Our Objection 


The extreme increase in freight charges 
has resulted in a substantial increase in the 
cost of the basic products to the public. 
Manufacturing and labor costs are certainly 
creating almost daily marginal increases and 
it might be expected to realize a relative 
increase in the cost of transporting these 
products. What has been forced on us is in 
fact a tariff rate that in many cases has 
increased the retail cost of the product as 
much as 20%. 


4. Example 


“The attached photostatic copies of ship- 
ping bills point out our objection very 
clearly. 


* Shipping bills not reproduced. 


COPY A—Copy A contains two freight 
bills on ceramic tile shipped from Montreal. 
The first on July 8, 1967 is charged to us at a 
rate of $1.87 per cwt and the second on 
September 19, 1967 for the same product at a 
rate of $4 per cwt. This represents an in- 
crease of well over 100%. 


COPY B—Copy B is a prepaid shipment 
from Chatham, Ontario. We do not pay these 
charges but they are certainly reflected in 
the cost of the product to us. On September 
1, 1967 we received synthetic pipe from this 
manufacturer at a rate of $3.67 per cwt. On 
September 13, 1967, 12 days later the rate 
had increased from $3.67 per cwt to an unbe- 
lievable $13.42 per cwt or an increase of over 
360%. 


5. Request 


We ask that you take a long, hard look at 
the rates we are now forced to pay to bring 
the products we sell to Prince Edward Island. 
Transportation is necessary and a fair rate is 
acceptable, but why should the residents of 
our province be forced to pay a much larger 
price for goods brought in to subsidise the 
transportation industry. 


N. K. MacConnell 


Douglas Bros. & Jones Ine. 


March 7, 1968 
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BRIEF 
SUBMITTED TO 
THE PARLIAMENTARY COMMITTEE ON TRANSPORTATION BY THE 
CENTRAL NEWFOUNDLAND CHAMBER OF COMMERCE 


We greatly appreciate your interest in trav- 
elling to Newfoundland at this time of the 
year to acquaint yourselves with our trans- 
portation problems. 


The Central Newfoundland Chamber of 
Commerce, together with representation from 
the Springdale Chamber of Commerce, 
encompasses an area bounded by the follow- 
ing Municipalities: 

Point Leamington, Botwood, Bishop’s 
Falls, Brand Falls, Windsor, Badger and 
Springdale, 


with a combined population of approximately 
30,000 people. 

Both above-named Chambers are associat- 
ed with, and have representation on, the 
Newfoundland Board of Trade. 


We support the submission of the New- 
foundland Board of Trade and lengthy com- 
ments on our part would be repetitious. 
However, there are a few points we wish to 
re-emphasize: 

1. The absolute importance of retain- 
ing, or even increasing, the benefits of 
the Maritime Freight Rates Act, particu- 
larly as it applies to the Central part of 
Newfoundland. 


We are a captive market to rail service, with 
regard to all our business with the Maritime 
region. Our area is non-agricultural, and we 
depend almost entirely upon our supplies 
such as potatoes, hay, apples and other farm 
and dairy products from the Maritime 
Provinces. 

2. We are also deeply concerned with 
the new LCL rates introduced by 
Canadian National Railways on Septem- 
ber last. 


We have no competitive means of transport 
for our supplies from the Provinces of Que- 
bec and Ontario. While it is true Clarke 
Traffic Services Ltd. operate a service to Bot- 
wood during the navigational season, their 
rates mainly are based on Canadian National 
Railway’s tariffs. However, the Clarke Traffic 
Services Ltd. is welcome in that it provides a 
much needed improved delivery service. 


3. We feel strongly about avoiding the 
costly and annoying experience to which 
we have been subjected during recent 
years when our freight has been backed 
up from North Sydney to Truro and 
repeated incidents of pilferage, damages, 
shortages, and shipments becoming sepa- 
rated in transit, with the balances turn- 
ing up weeks, and even sometimes 
months, later. 


On this subject we feel the Canadian Nation- 
al Railways is moving in the right direction 
in their policy of containerization. 


The Newfoundland Board of Trade has 
brought to your attention the problem of 
freight conjestion when the Port of North 
Syndey is blockaded by ice. We would con- 
sider this our point #4 and this intensifies 
the situation named on pilferages, shortages, 
etc. Consequently, we would strongly recom- 
mend research into the feasibility of an alter- 
nate ice-free port such as Mulgrave, Nova 
scotia. 


Our 5th emphasis, and last but by no 
means least, is one that is the cause of a 
serious complaint in that different rates are 
being charged on the same commodity at the 
same shipping point, sometimes the same day 
and for the same destination. 


Members of the Springdale Chamber of 
Commerce will briefly present to you exhibits 
showing such disparity in rates. 


While we realise details of this nature are 
not part of your terms of reference, we con- 
sider it worthwhile to bring this to your 
attention as one of the transportation prob- 
lems we are presently experiencing. 


Gentlemen, we are grateful for the oppor- 
tunity to appear before you, trying to make 
this as short as possible, and trust your 
recommendations will be beneficial to all 
concerned. 


M. Arnold 
Secretary 


OFFICIAL REPORT OF MINUTES 
OF 
PROCEEDINGS AND EVIDENCE 


This edition contains the English deliberations 
and/or a translation into English of the French. 


Copies and complete sets are available to the 
public by subscription to the Queen’s Printer. 
Cost varies according to Committees. 


Translated by the General Bureau for Trans- 
lation, Secretary of State. 


ALISTAIR FRASER, 
The Clerk of the House 
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